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WINNERS IN OUR REBOUNDING ECONOMY
Th e underlying economic metrics for Hawaii have been on the mend for a solid 18 months. However, the recovery and its pace 
have quickened considerably in the past 8 months. Th is has been partially fueled by the U.S. economy in general, but the funda-
mentals of Hawaii’s economy have their own historical idiosyncrasies. 
With a brief respite in value during 2008 and 2009, land values in Hawaii have continued a steady upward climb, but the overall 
impact of  the pain from a few years ago have remnant eff ects which create a unique set of market conditions.

on the sideline for an extended time are creating pressure within a limited 
supply of available real estate product.
While this environment has made it more diffi  cult to feasibly underwrite 
larger retail developments, it has rendered smaller retail developments nearly 
impossible. In larger formats, powers of dilution and economies of scale may 
not produce the returns of 2006, but adequate yields can be achieved. For 
smaller retail developments, neither of these components can be leveraged. 
Th ere is a smaller quanity of retailers on site, who pay limited rent due to the 
more frugal and sober consumer. 
Th ese limitations have created an attractive setting for owner/users and they 
are taking advantage of it. Th e ability to extend amortization schedules be-
yond the retail industry norms combined with the intangible security of 
having an established place of business in a market with limited inventory 
like Hawaii brings higher land values within reach for many owner/users. All 
of this is within a historically low interest rate environment where multiple 
forms of fi nancing are now available granted the lending requirements and 
underwriting are sober.
Other winners in this scenario are those who are in a position to dispose of 
assets. Th e pent up debt and equity on the sidelines have made it an attractive 
time for real estate owners to realize attractive asset value. Foreign monies, 
domestic investors, REIT’s under pressure and now owner/users collectively 
provide sellers with a broad scope of potential interest. 
While many hesitate to predict what the condition of our economy will be in 
fi ve years from now given a number of unprecendented uncertainties, pres-
ently, owner/users, sellers and creative developers of new projects/concepts 
are taking advantage of these unique market conditions.
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Retailers like America’s Mattress are a good example of owner/
users taking advantage of Hawaii’s unique market conditions with 
3 new locations in the pipeline.

Th e economic health of the broad consumer is strengthening at a modest pace with 
their discretionary spending beginning to increase, and with it, a willingness to 
spend. Th at said, the consumer is still relatively weak. Th is weakness is manifested, 
among other ways, in considerable retail evolutions and growth. Discount retail has 
exploded in the last 3 years as demonstrated by the penetration and expansion of TJ 
Maxx, Ross and Target. Th e fast casual dining category is essentially a byproduct of 
both the global popularity of theme chefs, food networks, etc. and the broader mar-
ket looking for quality in their overall food experience but not willing or able to pay 
for it. Consumption still has room for growth.
Th e historically low levels of interest rates and their holding for such and extended 
period of time at these levels has created a dynamic whereby real estate values in Ha-
waii have an escalating trajectory that is disconnected from the consumer’s strength. 
Investments unable to provide attractive returns in securities or capital that has been 
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1958 Kalakaua Ave

FEATURED LISTING: 1944 & 1958 Kalakaua Avenue

Total Acreage 44,871 square feet collectively
Occupancy One multi-level retail structure fully occupied
Zoning Resort Commercial & Apartment
Year Built 1998
Construction Masonry - Concrete/CMU
Parking 1958: 12 parking stalls (0 tandem)
Improvements (SF) 1944: None

1958: Approximately 9,744 square feet
Parcel ID's 1944: 1-2-6-14-4:5:7:8:58

1958: 1-2-6-14-19:1

Located at the gateway to Waikiki, this collection of properties is a prime and rare opportunity to own over an acre of fee 
simple land in Waikiki. Both parcels have exceptional frontage on Kalakaua Avenue at the convergence of Kalakaua Avenue 
& Ala Moana Boulevard. Th is intersection provides good access and is the busiest section in Waikiki. Both parcels have 
high density zoning. 
1944 Kalakaua is entitled and ready for vertical development and could be developed by itself or in combination with 1958 
Kalakaua. Th e current retail improvements on 1958 Kalakaua are relatively young by commercial standards and are fully 
occupied by a national fi nancial institution. Th e properties are directly adjacent to one another with no physical barriers 
obstructing cross easement access. 


