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BANKRUPTCY UPDATE: Retail bankruptcy filings continued at a rapid pace in the second half 
of 2017, with a dozen retailers owning 20 or more stores filing for bankruptcy. It was a tough year for 
retailers overall. Four bankrupt retailers (Payless ShoeSource, Rue 21, Gymboree and The Limited) closed 
a combined 1,800 stores in the first six months, and retailers closed nearly 7,000 stores throughout 
2017, according to Fung Global Retail and Technology. What can the latest round of retail bankruptcies 
and store closures tell us about what to expect in 2018?  

Many bankrupt retailers point to e-commerce competition as 
a main catalyst for declining sales. Lower overhead enables 
e-commerce companies to undercut the prices of many 
traditional retailers. Pricing pressures are squeezing the profit 
margins of brick-and-mortar stores and have been for several 
years. Moody’s Investor Service reported that 13.5 percent of its 
retail and apparel portfolio was distressed at the end of 2017, 
not far off from levels during the Great Recession (16 percent).

Vendor confidence is another issue cited in some recent retail 
bankruptcy filings. Vendors are reducing terms, which can 
create inventory management issues and strain retail-vendor 
relationships. Toys “R” Us and Vitamin World both cited poor 
inventory management and difficulties with critical vendors as 
reasons for their bankruptcy filings.

Changing consumer spending behaviors are also putting 
additional stress on retailers. A strong U.S. economy isn’t 
translating to stronger sales as it once did. Wage growth has 
been slow, U.S. household debt is at record levels and consumers 
are spending money in an entirely different way than before. 
In 1977, clothing accounted for 6.2 percent of U.S. household 
spending; now, households spend half as much (3.1 percent), 
according to the U.S. Bureau of Labor Statistics. Consumers are 
reserving a larger share of their budget for big-ticket items like 
cars, travel, food, technology and healthcare. 

Consumer spending and e-commerce competition pressures 
are compounded by declining populations near many older 
shopping malls and competition from newer malls. The end 
result: reduced foot traffic at various retailers, especially 
at department stores and specialty retail apparel stores 
located in malls. 

Company
Month of  

Filing Type Result
Stores as of 

Petition Date

Charming Charlie Dec-17 Apparel Seeking Reorganization 390

Fashion to Figure Nov-17 Apparel Asset Sale/Reorganization 26

Shiekh Shoes Nov-17 Apparel Seeking Reorganization 124

Styles For Less Nov-17 Apparel Seeking Reorganization 93

BillNat (Sav-On Drugs) Oct-17 Pharmacy Retail Seeking Reorganization 20

Aerosoles Sep-17 Footwear Seeking Reorganization 78

Toys R Us Sep-17 Specialty Stores Seeking Reorganization >800

Vitamin World Sep-17 Personal Products Asset Sale 334

Peekay Acquisition Aug-17 Specialty Stores Asset Sale 46

Perfumania Aug-17 Specialty Stores Seeking Reorganization 226

Alfred Angelo Bridal Jul-17 Specialty Stores Liquidated 61

True Religion Jul-17 Apparel Seeking Reorganization 128

– The table is sourced from Reorg Research and Bankruptcy Court documents. 

RETAILERS WITH 20 OR MORE STORES THAT FILED FOR BANKRUPTCY 
in the Second Half of 2017
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STORE CLOSURE UPDATE: For the first time since 2009, the total number of U.S. stores dropped. 
Apparel specialty stores and apparel-focused department stores located in shopping malls are heavy 
contributors to this decline.

Company Type Number of Store Closings

Walgreens Pharmacy Retail 600

Teavana Specialty Stores 379

Children's Place Apparel 300

Gap Apparel 200

Vitamin World* Personal Products 175

Sears Department Stores 150

Michael Kors Apparel 125

Charming Charlie* Apparel 100

Aerosoles* Footwear 74

Perfumania* Specialty Stores 65

Styles For Less* Apparel 55

J Crew Apparel 43

Shiekh Shoes* Apparel 31

True Religion* Apparel 27

Total 2,324

– Information sourced from Capital IQ, SEC filings, Bankruptcy Court filings and company press releases.
– Store closing numbers include actual and announced closings.
* Denotes retailers that filed for bankruptcy in the second half of 2017.

RETAILERS THAT CLOSED 20 OR MORE STORES  
in the Second Half of 2017  

Specialty apparel retailers are being swarmed by competition, 
not only from e-commerce, but from discount stores (such as 
Walmart, Target and dollar stores), and higher-growth affordable 
fashion retailers (such as H&M and Zara).   

The waning popularity of malls has also been wreaking havoc on 
sales. Older malls that were built in the 1950s-1970s have long 
relied on department store anchors for foot traffic and to attract 
other specialty apparel tenants. Declining store traffic has 

forced many mall operators to close doors and address changing 
consumer demographics and shopping preferences. Mall owners 
are now relying less on anchor tenants and are using apparel 
store closures as opportunities to reshape their retail offerings 
to include a more diverse mix of tenants. Leisure stores, 
entertainment, grocery stores, restaurants and other everyday-
goods retailers, for example, are less vulnerable to e-commerce 
migration than special apparel retailers.
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BDO’S TAKE:  
WHAT TO EXPECT IN 2018
We’ll continue to see a heavy dose of store closings in 2018, as retailers consolidate 
underperforming stores and wrestle with declining foot traffic. 

Commercial real estate firm CoStar estimates that 310 of the roughly 1,300 U.S. malls are at high risk of losing an anchor tenant. 
Cushman & Wakefield predicts 12,000 stores will close in 2018 (up from 9,000 in 2017) and at least 25 major retailers will file for 
bankruptcy this year. 

Bankruptcy filings will be pervasive as struggling retailers discover that simply shutting doors won’t keep them afloat. In a recent 
BDO  survey of retail C-level executives, 40 percent said they expect bankruptcy filings to increase in 2018 and 54 percent 
expect levels to remain consistent with 2017. Already in the first two months of 2018, nearly two dozen retailers announced plans 
to close more than 3,600 stores this year and three sizable retail bankruptcy filings occurred (A’Gaci, LLC, The Bon-Ton Stores and 
Tops Markets).  

Rising consumer debt levels—combined with expected interest rate hikes in 2018—may put the brakes on consumer spending as 
consumers pay down credit card tabs. Distressed retailers with significant debt burdens will face higher interest payments, limiting 
their ability to remodel stores to adapt to changing consumer preferences or to develop more meaningful in-store experience 
offerings and services.

But it’s not all bad news. The grocery and dollar store segments are a bright spot, with major retailers opening over 2,500 new stores 
throughout 2017. Dollar General, Dollar Tree, Aldi, Five Below, Lidl, Ross Stores, TJX Companies and Ulta are all expanding in off-mall 
locations. They seem to have tapped into the success formula working for consumers at the moment, marrying the right products 
with the right place at the right price. One clear message for all retailers: listen to consumers and adapt, or die.
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