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Executives Don Ressler and Adam Golden-
berg. Fabletics, a division of TechStyle, has cut 
the ribbon on 18 stores since 2015 – a year in 
which the company reportedly hit $150 million 
in sales. The company plans to open 12 more 
stores by the end of this year.

“Since we control all of our distribution, and 
don’t put our product in other retailers’ stores, 
we need a way for customers to touch and feel 
it,” said Dustin Netral, senior vice president of 
operations at Fabletics. “This is our best way 
to expose the customer to our brand – what we 
stand for – and the quality of our product.”

Several other L.A. companies born as on-
line retailers are pursuing a brick-and-mortar 
strategy to drive revenue, including footwear 
retailer Sole Society of Culver City, linen 
e-tailer Parachute Home Inc. of Venice, 
and Arts District artisan home goods retail-
er Poketo. The emerging trend among local 
e-commerce businesses parallels the efforts 
of several bigger online retail companies, in-
cluding Amazon.com Inc., which has opened 
brick-and-mortar bookstores in three cities, 
and eyewear seller Warby Parker, which has 
launched more than a dozen outlets nationally, 
including three in Los Angeles.

Physical retail isn’t a one-size-fits-all ap-
proach, however, as evidenced by the fate of 
downtown’s Nasty Gal Inc. After growing sales 
to more than $100 million in 2012, the compa-
ny turned to brick-and-mortar outlets in 2014, 
around the time its revenue growth started to 
stall. Despite opening outlets in Hollywood and 
Santa Monica, the strategy couldn’t stop the firm 
from landing in bankruptcy court in November.

Brick-and-mortar retail is a much different 
beast than e-commerce and businesses forget 

that at their peril, said James Dion, president of 
Chicago retail consulting business Dionco Inc. 

“It’s a whole different world from setting up 
a website and having people at desks controlling 
that website and putting orders to a warehouse,” 
he said. “Retail is a really tough business.”

Return policy
While brick-and-mortar stores represent an 

operational challenge, they do offer something 
the internet doesn’t: an easier way for shop-
pers – and sellers – to handle returned goods. 
Customers love having a product shipped to 
their front door, but loathe the hassle of ship-
ping it back should they need to return it, said 
Dion, who noted that shipping products back 
can be costly for both shoppers and retailers. 
In certain categories, such as shoes, returns 
generally exceed 35 percent.

Moreover, in-store returns give retailers 
another opportunity to convince a customer to 
exchange the item for another, perhaps more 
expensive product. 

Fabletics’ Netral said shoppers at the com-
pany’s retail stores are 20 percent to 25 per-
cent more likely to do an exchange rather than 
requesting their money back.

In December, Fabletics’ retail stores ac-
counted for about 18 percent of the company’s 
overall sales, he said. Much of the rest of the 
company’s sales come from a $50-a-month 
online subscription service. Customers can 
still buy the branded athletic wear without a 
subscription, though there is a markup. 

TechStyle’s JustFab and ShoeDazzle 
brands operate under similar models. 

Fabletics’ day-to-day operations are run by 
President Gregg Throgmartin.

While the company still makes the major-
ity of its money online, its stores are expected 

to be more than showrooms and are designed 
to be profitable business units, said Netral.

“It’s really important to us that the stores 
are self-sustaining,” he said.

Other e-commerce businesses are noticing 
that shopping the old-fashion way – in person 
– is still in favor with customers. 

“We know there are people (whose) pref-
erence might be to see something in store and 
buy something in store,” said Ariel Kaye, chief 
executive of Parachute Home, a Venice-based 
bed linen e-tailer she started in 2014. The com-
pany opened a 500-square-foot store in May at-
tached to its Rose Avenue headquarters, which 
Kaye said is profitable. It has also opened a 
2,200-square-foot short-term rental property 
nearby that showcases its retail products.

“With e-commerce, people spend a few 
minutes on your site. In store, people spend 
30 or 45 minutes,” said Kaye. “They become 
great brand advocates and we’ve also seen 
them become high-frequency shoppers.”

Picking spots
Despite the attraction of a brick-and-mor-

tar store for some e-vendors, placement of the 
outpost can sink or lift a business, said Dion. 

“You may have a location that has a lot 
of foot traffic, but it could be the wrong kind 
of traffic,” he said. “You may be next to the 
Social Security office, and you’re selling 
11-year-olds clothing.” 

That could be the case with Nasty Gal’s 
store on Santa Monica’s Third Street Prom-
enade, a location that appears to have under-
performed, said Jerry Jao, chief executive of 
Santa Monica’s Retention Science, an analyt-
ics firm that helps e-commerce retailers retain 
customers. Nasty Gal also has a store on L.A.’s 
trendy Melrose Avenue.

“Nasty Gal, they are more trendy and ag-
gressive,” he said. “Melrose in Hollywood is 
definitely a little better (for the brand) than San-
ta Monica, where it’s a little more mainstream.”

Representatives of Nasty Gal did not re-
spond to a request for comment.

Fabletics’ Netral said that after opening 18 
stores, the company has honed its strategy.

“What we really look at is population densi-
ty within a 10-mile radius, how we perform on-
line within those specific ZIP codes, and how 
our competitors perform,” he said. “It allows us 
to place these stores with pretty scary accuracy 
in terms of how well they are able to perform.”

For others, brick-and-mortar retailing is 
less of a science and more of an art.

“We tend to look for areas that are up and 
coming because it excites us to affect change 
in that area and be part of something that can 
grow,” said Ted Vadakan, co-owner and chief 
executive of Poketo, the artisan home goods 
business.

Internet: E-Tailers Get Physical With Locations

Drive, in June 2015 when he was first trying 
to get a toehold in the market. The property 
instead went to Vertigo clothing brand found-
er Shahriyar Akhlaghfar, who also goes by 
Shawn Far, for $33.3 million.

But Bilgili didn’t give up on the block. He 
targeted the neighboring retail property at 469 
N. Canon Drive, buying it from local real es-
tate investor John Bendheim in November for 
$17 million.

Now Bilgili is putting money back on the 
table to buy Akhlaghfar’s four-story, 60-year-
old office building next door.

“We think that we have made a strong 
above-market offer for the property, and the 
owner will decide if he wants to take it,” said 
Ron Goldie, an attorney who has represented 
Bilgili but identified his client only as Grand 
Canon Development, a limited liability com-
pany based in Brentwood. Public records and 
a source familiar with the deal confirmed that 
Bilgili is the principal investor.

Akhlaghfar last week acknowledged that 
he had been approached about selling the of-
fice building, but said he is contemplating oth-
er plans for the site.

Among the options are developing the 
parcel’s 34-space parking garage that fronts 
North Santa Monica Boulevard, potentially as 
retail space, an art gallery, or a car showroom. 
He also said he might renovate the existing of-
fices inside and out.

“We’re going to bring different plans for 
the site and see what the city approves that 
works for the community,” Akhlaghfar said.

He paid $1,441 a square foot for the build-

ing in 2015, and presuming he would sell 
above that level to BLG, the transaction would 
be among the priciest office sales on a square-
foot basis in Los Angeles County.

Bilgili’s planned hotel project in many 
ways hinges on his ability to make a deal with 
Akhlaghfar, because the parking garage ex-
tends to North Santa Monica.

Goldie said his client has designs on a third 
property in that block as well: 9435 Santa 
Monica Blvd. 

That building has 11,376 square feet of re-
tail space leased to tenants including Fatburg-
er and tanning salon Portofino. Local investor 
Bruce Gabbai purchased the site, known as 
the Marian Building, in 2013 for $11.7 mil-
lion, or $1,033 a square foot.

Golden opportunity
The battle for ownership in the Golden Tri-

angle – framed by Wilshire Boulevard, South 
Santa Monica Boulevard, and North Canon – 
is fueled by the area’s global prestige. 

“There is an aura and a mystique about the 
Golden Triangle in Beverly Hills that probably 
doesn’t exist anywhere else in the country,” 
said Goldie. 

The $17 million price tag for the 469 N. 
Canon retail property translated to a sky-high 
$1,742 a square foot, though nearby properties 
have sold for more. A 17,908-square-foot re-
tail strip across the street sold in April for $38 
million, or $2,122 a square foot.

The hotel concept is far from concrete, al-
though Bilgili appears to have considerable 
hospitality development experience from 
spearheading projects in Turkey, including a 
W Hotel and Soho House in Istanbul. Goldie 
said the idea for Beverly Hills would be to 
commission an internationally renowned ar-
chitect and offer deluxe amenities and ser-
vices. Part of the appeal would be putting beds 
a few blocks from Hermes, Louis Vuitton, 
Chanel, and other posh Rodeo Drive shops.

“Every retail business owner in Beverly 
Hills would support this project,” Goldie said. 

Beverly Hills Mayor John Mirisch said he 
would welcome proposals that abide by plan-
ning rules, which restrict buildings in com-
mercial areas to about three stories.

“If someone wants to build something 
that’s code compliant, we’d be supportive of 
it,” he said. “We serve a community that’s well 
beyond the borders of the city. … I understand 
why for high-end, luxury hotels, Beverly Hills 
makes a lot of sense.” 

Demand drivers
The city is already home to several high-

end hotels, including the Four Seasons Los 
Angeles at Beverly Hills and the Peninsula 
Beverly Hills. Dalian Wanda Group recently 
won city approval to build its $1.2 billion One 
Beverly Hills, which will include 134 hotel 
rooms, and the 170-room Waldorf Astoria next 
to the Beverly Hilton is nearly complete.

Although cities usually offer incentives to 
lure hotel developers, Beverly Hills required 
Wanda to pay an extraordinary tax and fee 
package that it estimates will put $820 million 
in city coffers over the next three decades. 

“It’s probably one of the hottest markets 
in the country right now in terms of guest de-
mand,” said Alan Reay, president of Atlas 
Hospitality Group, an Irvine hotel brokerage 
and consultant.

The 22,090-square-foot office building at 
499 N. Canon is 80 percent occupied, with 
tenants including the Beverly Hills Courier 
and medical equipment company Kenquest 
Inc., which was the previous owner.

Houman Mahboubi, a senior vice presi-
dent at Jones Lang LaSalle who is the proper-
ty’s leasing agent, said he is in talks with com-
panies who want to inhabit the full building.
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Development: Hotel Project Pursues More Room

Checking In: Serdar Bilgili acquired the retail building, center, and plans hotel.

Drop-In: Parachute Home’s Venice shop.
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