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NEW YORK: Just in time for the Black Friday kick-off to holi-
day season shopping, stock market investors have been hand-
ed tools to bet on the decline of brick-and-mortar retail. As of
Friday, these tools were not yet for sale on Amazon. An
exchange-traded fund launched Thursday allows investors to
bet on the decline of traditional retail and a second one dou-
bles down by betting at the same time on the rise to suprema-
cy of online sales.

The Decline of Retail Stores ETF and the Long Online
Short Stores ETF are self-explanatory. The main index they
track inversely, the equal-weighted Solactive-ProShares
Bricks and Mortar Retail Store Index , is composed of 64
retailers including Barnes & Noble, Sears, Office Depot,
Macy’s and Walmart, which have chains of physical stores as
well as online presence. They are not the only or the first

planning for a decimation of the retail sector at the hands of
Amazon and other online retailers. Research firm Bespoke
introduced its Death by Amazon Index, currently with 54
components, in 2012. The trend to online shopping is not new,
but with online taking only a fraction of all retail sales, the
ETFs expect to capitalize on the long-term trend.

“Online penetration is about 10 percent right now so there
is a long way ahead for the strategy in our opinion,” said
Michael Sapir, CEO of ProShare Advisors in Bethesda,
Maryland. “A minority of brick and mortar (retailers) will be
able to make the transition and it is going to be expensive and
painful.” So far this year, the S&P 500 retail index is up 20
percent but only half of its 29 components have had a positive
price return. Amazon, up over 50 percent this year at
$1,129.88, has alone added $192 billion in market capitaliza-

tion in 2017. The full index has gained roughly $230 billion.
Glen Kacher, whose Light Street Capital Management

hedge fund was up 53 percent from January to October, said
he is “shorting almost every retailer,” betting their share
prices will fall. Kacher said many big retailers have failed to
adapt to changing customer preferences, lagging even some
corner delis that now use technology that lets people buy
their breakfast sandwiches and coffee in seconds with the tap
of a finger. “The retailing industry is going to be an apoca-
lypse,” he said, without identifying which retailers will go
down in flames. “Anyone working in the consumer retailing
industry ... should be training for a new job.”

Brick and mortar
Reports of the death of brick and mortar retail could be

mildly exaggerated, however. Retail and food service sales in
the United States during the first three quarters of 2017
totaled $4.78 trillion, with the $484.4 billion in September a
monthly record high, according to US government data.

About 164 million Americans plan to shop in the coming
Thanksgiving weekend, including on Black Friday and Cyber
Monday, according to the National Retail Federation. Results
from this week show the battle for consumers is far from lost
at physical stores. Walmart, for instance, said third-quarter
U.S. sales growth online and in-store was the strongest since
2009. A combination of online presence and easy access for
consumers known as ‘click and mortar’ will allow some names
to survive by letting their customers browse all their options
online while offering the convenience of a quick pickup of the
product on their drive home. —Reuters
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