Value Investors Buying Class A Malls

The Class A Mall is Not Dead – Photo Mall Tour Reveals Bustling Activity
November 2017
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Please email questions or comments to:
SaveTaubman@LandandBuildings.com

Class A Mall Growth Drawing Value Investors as Share
Prices Sink
• Class A Mall REITs boasted solid operating metrics in the third quarter while
the stocks continued to sink
✓ 3.3% Sales Growth
✓ 2.4% Base Rent Growth

Stock Price Decline Despite Solid 3Q17
Operating Metrics Among Class A Mall REITs
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Despite the solid fundamentals, Class A Mall REIT stocks have declined 11%
throughout the year
Source: Company website, Wall Street research, Land & Buildings' research
Notes: Class A Mall REITs defined by Land & Buildings as Taubman Centers, GGP, Inc., The Macerich Company, and Simon Property Group Inc. (collectively, “Class A Mall REITs”);
Sales, base rent and NOI growth represent averages of reported figures for respective comparable or same store portfolios for Q3 2017; Stock price chart represents average
shareholder return of GGP, MAC, SPG and TCO from January 1, 2017 through November 10, 2017
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Class A Mall Valuations at Bargain Pricing, Disconnected
from Fundamental Growth
• Taubman and Class A Mall Peer shares have declined an average of 11%
year-to-date despite top and bottom line growth
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Sales up over 3%
year-over year
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TCO shares have
fallen over 25%
year-to-date!
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Source: Land & Buildings’ analysis, Wall Street research, Company and Class A Mall Peer filings
Note: Based on returns through November 10, 2017
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Taubman Mall Growth at Odds with Dead Mall Rhetoric
• Taubman Centers is growing
✓ 2.8% Sales Growth (Q3) - Fifth consecutive quarter of positive sales growth!
✓ 2.0% Sales Growth (YTD)
✓ 0.6% Base Rent Growth (Q3)
✓ 1.0% Base Rent Growth (YTD)

✓ 6.7% Re-leasing Spreads (Q3) - Over 15% excluding short-term leases!
✓ 0.7% Same Store NOI Growth (YTD)
✓ Leased Space of 96.3% - 270 bps above in-place occupancy!

Despite improving operations, Taubman shares have fallen over 25% year-to-date
Source: Company website, Land & Buildings' research; Company third quarter earnings press release, November 1, 2017
Notes: Results reflect comparable center figures reported by the Company in the third quarter earnings press release; A small number of leases with average lease terms of less
than two-and-a-half years had a significant impact. Without these leases, spreads were over 15 percent.
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Third Quarter 2017 Earnings Calls Are Upbeat
“There's good demand as you heard….We are planning to be 96% occupied by the
end of this year…we're actually 73% complete with our 2018 leasing”
Bobby Taubman, Chairman & CEO of Taubman Centers
Taubman Q3 2017 Earnings Call, November 2, 2017 (emphasis added)

“If I look at the A-rated centers, which make up nearly 80% of our sales volume, sales
were up 1.6%...excluding apparel, sales in the A centers were up 4.4%”
Sandeep Mathrani, CEO of GGP
GGP Q3 2017 Earnings Call, October 31, 2017 (emphasis added)

“Digital commerce is our friend, it is a breeding ground for new businesses and these
will be the businesses that will fuel the excitement in our portfolio going forward”
Arthur Coppola, Chairman & CEO of Macerich
Macerich Q3 2017 Earnings Call, October 31, 2017 (emphasis added)

“There is a lot of that new business out there that is exciting for us because we are
bringing in the up and coming retailers or food operators that know how to connect
directly through the consumer”
David Simon, Chairman & CEO of Simon Property Group
Simon Property Group Q3 2017 Earnings Call, October 27, 2017 (emphasis added)

Despite the strong outlook, Class A Mall stocks declined 11% year-to-date
Source: Bloomberg
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Value Investors See Opportunity After Mall Pronounced
Dead by the Media
• Value investors are feeding on the carnage of the dead mall rhetoric
- Brookfield Asset Management is reportedly in discussions to take GGP private
- Dan Loeb’s Third Point, a notorious value investor, reportedly took a 5% activist
stake in Macerich
- Barry Rosenstein’s Jana Partners, a leading value investor, has reportedly taken an
activist position in Taubman Centers

Investors seizing on bargain valuations for Class A Mall REITs
Source: Bloomberg, Wall Street research, Crain’s, REIT Zone, Chain Store Age

6

www.SaveTaubman.com

Retail is Clearly Evolving – Emerging Brands Want
Omnichannel
“They all want to be omnichannel, which means that they want to gravitate towards
brick and mortar over time…ALEX AND ANI, Amazon Books, Aritzia, b8ta, Ballard
Design, Blue Nile, Drybar, Dyson, E.I.F Cosmetics, Frye, Kendra Scott, Monica & Andy,
Morphe, Nespresso, NYX, Peloton, Sage, Shinola, SoulCycle, Superdry, UNTUCKit and
Warby Parker.”
Arthur Coppola, Chairman & CEO of Macerich
Macerich Q3 2017 Earnings Call, October 31, 2017 (emphasis added)

These emerging brands are the next generation tenants in the class A mall portfolios
Note: Logos are representative of companies leasing new retail space in the past few years based on the Class A Mall Peers recent earnings transcripts
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Taubman Mall Visits Continue to Debunk Dead Mall Myth
• Photos from the weekend of November 4th demonstrate Class A Malls are bustling,
consistent with the weekends observed in October (please click here to view)
• Taubman’s dominant malls generating 40% more sales than peers – Taubman’s
dominant nine malls account for the vast majority of the company’s value and
generate sales of nearly $1,000 per square foot
• Prevailing rhetoric not driver for Taubman’s dominant malls – Taubman’s dominant
malls cannot be painted with the same brush as media portrays 2,000 malls in the
United States

Source: Company website, Land & Buildings' research
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Taubman’s Malls Are Not the Problem, the Company is
Hiding Behind a Misleading Industry Narrative
• Taubman’s problems are self-inflicted – Taubman has repeatedly blamed poor
performance on the industry when the problems lie with management and poor
oversight by the Board of Directors
• Taubman’s comments are in stark contrast to peers – Management’s excuses are
not credible, as evidenced by its Class A Mall Peers
- Taubman repeatedly blamed the Company’s horrible operating results on
challenges in the macro retail environment, while peers went as far as calling the
negative news flow regarding malls “fake news”
- Taubman’s outlook for the business was bleak, stating “retail is evolving, and no
one knows exactly where the transition will take it”, while peers talked confidently
about their business prospects with comments such as “strong demand for our real
estate from a wide and growing area of tenants”
• Similar misleading claims typically debunked – It is typical on many of our
engagements where we encounter similar misleading claims by Chairmen and
CEOs which are soon debunked

Source: Land & Buildings’ analysis, Wall Street research, Company and Class A Mall Peer filings as of second quarter 2017 results
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Taubman Has Substantially Underperformed its Peers
Despite Owning the Best Portfolio
• Photo tour highlights disconnect between mall activity and stock price – Our dynamic photo tour
and economic activity at Taubman’s bustling malls lie in stark contrast to Taubman’s persistent and
prolonged share price underperformance
• Bustling activity, yet horrible performance – Taubman’s malls should have industry leading margins
and superior returns on capital given the sheer productivity of the assets relative to peers and yet
the Company is at the bottom of the pack
Taubman’s Total Shareholder Return Has Woefully Lagged its Class A Mall Peers
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Taubman’s underperformance is squarely the result of management and its board
of directors, NOT the assets
Source: Land & Buildings’ analysis, Wall Street research, Company and Class A Mall Peer filings
Note: Based on returns through November 10, 2017
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What’s Next? The Troubling Status Quo Is Unsustainable
• Significant share price upside - In the next 14 months we believe TCO could return 50% or more if
management fixes the sorry state of affairs at the Company
- If actions are not taken, the Taubman Family could lose control of the Board as a majority of new
independent Directors could be nominated in just 14 months
- TCO has underperformed its peers by 19% since the June 2017 Annual Meeting as horrible
operating performance, capital allocation and corporate governance have persisted
▪ The Board’s unilateral adoption in September of an exclusive forum By-Law amendment limits
the jurisdiction in which shareholders can legally challenge the Company to Taubman’s home
turf in Michigan, a move leading proxy advisory firms have criticized
▪ The Board chose a friend of the firm and an advocate for the Company during its IPO as one of
its two new directors last week
• Taubman’s NAV could be double current share price – Taubman trades at a 6.0% implied cap rate
and is likely worth twice the current share price due to the extraordinary value of Taubman’s nine
dominant malls and the dearth of high-quality malls available for institutions to purchase, with cap
rates likely around 4%
• Management has continued to overpromise and under deliver – TCO has repeatedly revised down
guidance, which is likely to again occur over the next year due to overpromising on developments
and the inferior management of the core portfolio

If underperformance persists, shareholders will have no choice but to hold
management and the Board accountable
Source: Land & Buildings’ analysis, Wall Street research, Company and Class A Mall Peer filings
Note: Based on returns through November 10, 2017
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Mall at Short Hills – Short Hills, NJ

Livingston Mall
($360 Sales PSF)

The Mall at Short Hills
($1,230 Sales PSF)

Source: Company website, Land & Buildings' research, Wall Street research, Google Maps
Note: Retailers listed are representative of Taubman tenants at the property; All photos on subsequent slides were taken on November 4 and November 5, 2017
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Dolphin Mall – Miami, FL

Dolphin Mall
($850 Sales PSF)

Miami International Mall
($590 Sales PSF)

Source: Company website, Land & Buildings' research, Wall Street research, Google Maps
Note: Retailers listed are representative of Taubman tenants at the property
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The Mall at Millenia – Orlando, FL

Mall at Millenia
($1,380 Sales PSF)

Orlando International
Premium Outlets
($1,100 Sales PSF)
The Florida Mall
($1,050 Sales PSF)

Source: Company website, Land & Buildings' research, Wall Street research, Google Maps
Note: Retailers listed are representative of Taubman tenants at the property
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Beverly Center – Los Angeles, CA
• Beverly Center is currently undergoing a $500 million renovation; it is unique among all Taubman
malls in that it is not a dominant mall in its trade area

Beverly Center
($990 Sales PSF)
Century City
($3,160 Sales PSF)

The Grove
($2,200 Sales PSF)

Westside Pavilion
($350 Sales PSF)
Baldwin Hills
Crenshaw Plaza
($230 Sales PSF)

Source: Company website, Land & Buildings' research, Wall Street research, Google Maps
Note: Retailers listed are representative of Taubman tenants at the property
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International Plaza – Tampa, FL

International Plaza
($940 Sales PSF)

Westshore Plaza
($430 Sales PSF)

Hyde Park
Village

Source: Company website, Land & Buildings' research, Wall Street research, Google Maps
Note: Retailers listed are representative of Taubman tenants at the property
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The Mall at Green Hills – Nashville, TN

Opry Mills
($490 Sales PSF)

Mall at Green Hills
($870 Sales PSF)

CoolSprings Galleria
($540 Sales PSF)

Source: Company website, Land & Buildings' research, Wall Street research, Google Maps
Note: Retailers listed are representative of Taubman tenants at the property
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Cherry Creek Shopping Center – Denver, CO

Denver Pavilions

Cherry Creek
Shopping Center
($980 Sales PSF)

Source: Company website, Land & Buildings' research, Wall Street research, Google Maps
Note: Retailers listed are representative of Taubman tenants at the property
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Twelve Oaks Mall – Novi, MI

Twelve Oaks Mall
($600 Sales PSF)

Laurel Park Place
($350 Sales PSF)

Source: Company website, Land & Buildings' research, Wall Street research, Google Maps
Note: Retailers listed are representative of Taubman tenants at the property
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Westfarms – West Hartford, CT

Blue Black Square

Westfarms
($610 Sales PSF)

Source: Company website, Land & Buildings' research, Wall Street research, Google Maps
Note: Retailers listed are representative of Taubman tenants at the property
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Disclaimer
This presentation is for discussion and general informational purposes only. It does not have regard to the specific investment objective, financial situation, suitability, or the
particular need of any specific person who may receive this presentation, and should not be taken as advice on the merits of any investment decision. This presentation is not
an offer to sell or the solicitation of an offer to buy interests in a fund or investment vehicle managed by Land & Buildings Investment Management, LLC (“Land & Buildings”)
and is being provided to you for informational purposes only. The views expressed herein represent the opinions of Land & Buildings, and are based on publicly available
information with respect to Taubman Centers, Inc. (“Taubman” or the “Company”) and certain other companies referenced herein. Certain financial information and data
used herein have been derived or obtained from public filings, including filings made by Taubman with the Securities and Exchange Commission (“SEC”), and other sources.
Land & Buildings recognizes that there may be nonpublic or other information in the possession of the companies discussed herein that could lead these companies and others
to disagree with Land & Buildings’ conclusions.
Land & Buildings has not sought or obtained consent from any third party to use any statements or information indicated herein as having been obtained or derived from
statements made or published by third parties. Any such statements or information should not be viewed as indicating the support of such third party for the views expressed
herein. No warranty is made that data or information, whether derived or obtained from filings made with the SEC or from any third party, are accurate. Land & Buildings shall
not be responsible or have any liability for any misinformation contained in any such SEC filing or third party report relied upon in good faith by Land & Buildings that is
incorporated into this presentation. No agreement, arrangement, commitment or understanding exists or shall be deemed to exist between or among Land & Buildings and any
third party or parties by virtue of furnishing this presentation.
The analyses provided may include certain forward-looking statements, estimates and projections prepared with respect to, among other things, the historical and anticipated
operating performance of the companies discussed in this presentation, access to capital markets, market conditions and the values of assets and liabilities. Such statements,
estimates, and projections reflect Land & Buildings’ various assumptions concerning anticipated results that are inherently subject to significant economic, competitive, and
other uncertainties and contingencies and have been included solely for illustrative purposes. No representations, express or implied, are made as to the accuracy or
completeness of such statements, estimates or projections or with respect to any other materials herein and Land & Buildings disclaims any liability with respect thereto. Actual
results may differ materially from those contained in the forward-looking statements.
None of Land & Buildings, its affiliates, or their representatives, agents or associated companies or any other person makes any express or implied representation or warranty as
to the reliability, accuracy or completeness of the information contained in this presentation, or in any other written or oral communication transmitted or made available to the
recipient. Land & Buildings, its affiliates and their representatives, agents and associated companies expressly disclaim any and all liability based, in whole or in part, on such
information, errors therein or omissions therefrom.
There is no assurance or guarantee with respect to the prices at which any securities of the Company will trade, and such securities may not trade at prices that may be
implied herein. The estimates, projections and pro forma information set forth herein are based on assumptions which Land & Buildings believes to be reasonable, but there
can be no assurance or guarantee that actual results or performance of the Company will not differ, and such differences may be material. This presentation does not
recommend the purchase or sale of any security.
Land & Buildings reserves the right to change any of its opinions expressed herein at any time as it deems appropriate. Land & Buildings disclaims any obligation to update the
information contained herein.
All registered or unregistered service marks, trademarks and trade names referred to in this presentation are the property of their respective owners, and Land & Buildings’ use
herein does not imply an affiliation with, or endorsement by, the owners of these service marks, trademarks and trade names.

30

www.SaveTaubman.com

