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‘ THE VALUE OF EXPERIENCE

After controlling for building features, lease conditions, location fixed effects, time fixed effects,
and tenant industry fixed effects, this study estimates the rent differential associated with experi-
ential retail, employing a hedonic pricing framework. Using the weak definition as a proxy for expe-
riential retail, this analysis documents neither a statistically significant effective rent, nor free
rent differential. However, experiential tenants exhibit statistically significant tenant improvement
(TI) allowance and lease term differentials. Compared to non-experiential tenants, experiential ten-
ants on average command an additional $12 per square foot of TI and an additional 17 months of lease
term — with all other relevant controls in place.

DEPENDENT VARIABLES
EFF. RENT TI FREE RENT LEASE TERM
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VALUE OF EXPERIENCE

EXPERIENCE
DIFFERENTIAL

-17.3% +11.84*%*

-0.19 AL o AW

BUILDING FEATURES

LOG(SIZE) -16.8%* +3.70l -0.16 AL o 7w

RENOVATED
DIFFERENTIAL

+15.6% +5.61 +0.10 -7.6

LEASE CONDITIONS

TERM (MONTHS) +0.2% —0.05 0 o @A T

FREE RENT
(MONTHS)

-3.0%* 5 o DBDHY H@ o D

INDEPENDENT VARIABLES

TI ($ PSF) +0.4%*** +0.02%%* 0.1

LOG(EFF. RENT) LA51104 *xx +16.8

SUBLEASE
DIFFERENTIAL

+31.8% +10.43

NOTES: AS A CAUTION TO READERS, COEFFICIENTS WITHOUT AN ASTERISK ARE STATISTICALLY INSIGNIFICANT.
STATISTICS P-VALUE: *** p < 0.01, ** p < 0.05, * p < 0.10

6



