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UNITED STATES DISTRICT COURT
WESTERN DISTRICT OF WASHINGTON
AT SEATTLE

NORDSTROM, INC., a Washington
corporation; and NIHC, INC., a Colorado
corporation,

Plaintiffs,
V.

NOMORERACKRETAIL GROUP,

INC., a Canadian corporation; and
NOMORERACK.COM, INC., a Delaware
corporation,

Defendans.

CASE NO.C12-1853RSM

ORDERDENYING PLAINTIFFS’
MOTION FOR PRELIMINARY
INJUNCTION

[. INTRODUCTION

This matter comes before the Coart Plaintiffs’ motion for a preliminarinjunction.

Dkt. # 10. On February 13, 2013, the Court held a heanrtge matter Having reviewed the

parties’ briefs oral argument and evidentiary recoRdaintiffs’ motion isDENIED.
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[I. BACKGROUND
Since the 1980s, Nordstrom, Inc. and NIHC, Inagéther “Nordstrom”) has operated
the retail concept of Nordstrom Rack. Nordstrom owns teerally registered trademarks
conjunction withthis businesgcollectively, the “Rack marks?)

1. RACK®: Registration No. 3866811, issued by the U.S. Patent and
Trademark Office ("USPTQO”) on October 26, 2010.

2. THE RACK® : Registration No. 3962979, issueglthe USPT(n May 17,
2011.

3. NORDSTROM RACK®: Registration No. 1409938, issuiegthe USPTO
on September 16, 1986.

Nordstrom RackKirst opened as arick and mortafashion retailer, selling slow moving
merchandisérom flagship Nordstrom storest clearance priceDkt. # 10, p. 8. Nordstrom
Rack’s business has grown significantly, and now offers a variety of pradakiding beauty,
home and kectronic gods. The brandis characterized blgigh quality goods and services, in
large part through its affiliation with Nordstrond. at9-10. Customersanalsoshop
Nordstrom Rack online as an extension to its brick and mortar businegerdtesn
conjunction withNordstrom’shome website, in which the URL “nordstromrack.com” redireg
the user to the Nordstrom Rack section ofdite, “http://shop.nordstrom.com/c/nordstrom-
rack” Thomas Dec. Y 10.

In 2010,Defendants NoMoreRack Rait Group, Inc. and NoMoreRack.com, Inc.
(together, “NoMoreRack”began operating membersonly shopping websitthatofferssteep
discounts on clothing, accessories, fragrances, home products, appliances, edestrtiniare
and toys. Dkt. # 30, p. 8NoMoreRack is exclusively an online retail business, whsérates
under the URL “nomorerack.comAsh Dec. 4. With a hybrid “flash sale” type business

model, customers shop thaily “events” listed on the site, which are deals that last fon&dd
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time. Id. at13, 8-10. In additionNoMoreRackrunsa member referral program on its site
called“FriendRack.” Since its inception in Vancouver, British Columbia, NoMoreRack’s
business has grown significanttyoughits U.S. customer bas&eed. at 23.

Nordstrom became aware of NoMoreRack’s reach to U.S. customers, and on Feb
2012,it issuedNoMoreRack a notice to cease using the Rack mdtksion Dec. § 3After
failed negotiations, Nordstrom broudlanham Act claims&gainst NéMoreRackincluding
trademark infringement, unfair competition, dilution, false designation anadsoyksting. In
this action, Nordstrom seeks a preliminary injunction to enjoin NoMoreRack from tsing i
NOMORERACK and FRIENDRACK marksending the resolution of this casgpecifically,
Nordstromarguest will likely prevailon the merits of the trademark infringement and dilutig
by tarnishment claim® itsNORDSTROM RACK mark

lll. THE MARKS

NORDSTROM NOMORERACK

NORDSTROM NO ]’aCk

rack

friendrack™

V. DISCUSSION
A. Preliminary Injunction Standard
“A preliminary injunction is an extraordinary remedy never awarded aghof'iWinter
v. Natural Res. Def. Council, In&55 U.S. 7, 9 (2008). Courts must balance the competing

claims of injury and consider the effect on each pargranting or denying the injunctiond.

uary 1,

N
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The partyseeking a preliminary injunction must estabkdikelihood of succes®n the meritsa

likelihood ofirreparable harm in the absence of preliminary relief, that the balance oégquii

tips in itsfavor, and that an injution is in the public interestd. at 20 (citingMunaf v. Geren
553 U.S. 674, 689-90 (2008)). Courts also employ a “sliding scale” approach with respeg
first and third factors Alliance for the Wild Rockies v. Cottrei32 F.3d 1127, 1131-35 (9th G
2011). Under the continuum, a weaker showing on the merits combined with a stronger
demonstration on the laence of equitiesnaywarrart preliminary injunctive relief Theparty
seeking the injunction need only raise “serious questions going to the merits” batahee of
hardships must tip “sharply” in its favor, assuming the other two factors arddnat.1132.
The Court must consider both approaches.

B. Likelihood of Success on the Merits

1. Trademark Infringement

To prevail on a claim of trademark infringement under the Lanham Act, 15 U.S.C.
1114, gplaintiff must prove: (1) it has a protectable ownership interest in the mark, and (2
defendant’s use of the mark is likely to cause consumer confusiemvork Aubmation, Inc. v.
Advanced Sys. Concepts, @38 F.3d 1137, 1144 (9th Cir. 2011) (citingp’t of Parks &
Recreation v. Bazaar Del Mundo, 1nd48 F.3d 1118, 1124 (9th Cir. 2006)).

As to the firstrequirementNoMoreRackdoes not dispute Nordstrom’s ownership in t
Rack marksas registration raises a rebuttable presumption they are valid aed bwn
Nordstrom. Dkt. # 30 at 13 (citirfgafeworks, LLC v. Teupen Am., LI7 F.Supp.2d 1181,
1189 (W.D. Wash. 2010)). Next, Nordstrom must show that use dIGMORERACK and
FRIENDRACK marks is likgt to cause consumer confusion. Courts look to eight relevant
factors as an adaptable proxy: “6ljength of the mark; (2) proximity of the goods, (3) similg

of the marks, (4) evidence of actual confusion, (5) marketing channels used, (@) ¢gpoels

t to the

r.

rity
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and the degree of care likely to be exercised by the purchaser, (7) defendant siseleiing

the mark, and (8) likelihood of expansion of the product lin@8vF, Inc. v. Sleekcraft Boats,
599 F.2d 341, 348-49 (9th Cir. 1979). In certain contexts involving domain names or URI
courts have used the “Internet troika” approach, in which more emphasis is placec @i the

Sleekcraffactors: (i) similarity of the marks, (ii) relatedness of the goods anatesyand (iii)

simultaneous use of the Internet as a marketing chahlatvork Automation638 F.3d at 1146.

However, this Court has also found that Internet consumers apply different levaistiofys

depending on the circumstances, so this approach sheds little light when the ingsiibggond
domain names and keyword searchidsrdstrom, Inc. v. 7525419 Canada, Inc. (dba Beyon(
Rack) No. C12-1387-TSZ, at *13 (W.D. Wash. Dec. 27, 2012) (rejecting the Internet troik
approach in a similar case, evaluating d&rom’s preliminary injunction motion for trademar
infringement against a “flash sale” welesdalled Beyond the Rack). Thus, the Court will nof
restrict its analysis and will consider all tBkeekcraffactors.

a. Strength of the Mark

The strongethe mark, the greater the protection accorded by trademark &eres.
Sleekcraft599 F.2d at 349. On the continuumbittary or fanciful marksare the strongest ang
receive the greatest protectiolnl. Suggestive marks subtly connote something atheut
product, and while not as strong, may receive protection without acquiring a secoedarggn
Id. Descriptivemarks which tell something about a product, do not receive protection unig
secondary meaning is acquire8Burfvivor Media, Inc. v. Survivor Prog<l06 F.3d 625, 632 (9t
Cir. 2005). Generic marks, which describe the product in its entirety, are not ewtitled t

trademark protectionld.

LS,

1%

1 the

j2

2SS a

h
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In the retail industry, RACK and THE RACK are suggestive marksatleatommercially
weak, because th@ccupya crowded field of similar marks Beyond the RaciNo. C12-1387-
TSZat *18. Combined with NORDSTROM, however, the name NORDSTHANGEK is a
strong mark that iarbitrary and fancifuin character “Nordstroni is notacommon word founc
in the dictionay. See, e.gNordstrom DefinitionDictionary.com,
http://dictionary.reference.com/browse/nordstrom (last visited Marchl1B)2Q israther a
Swedishornamental name composed o #lementsiord, meaning “north” anstrom, meaning
“river." E.g. Nordstrom Name Meaningncestry.co.uk, http://www.ancestry.co.uk/name-
origin?surname=nordstrom (last visited March 1, 20T3je literal translation and meaning o
"Nordstrom" or “north river” has no apparent connection to fashion or retail. Even when
combined with “Rack,” NORDSTROM RACK retains agbitrary and fanciful charactewith
“Nordstrom” being the proper noun and dominant part of the mMd@RDSTROM RACK's
commercial strength isirtherevidencedy its registration on the USPTO principal register
since 1986.This factor weighs in favor of likelihood of confusion.

b. Proximity of Goods

“[T]he more closely related the goods are, the more likely consumers witirffesed by

similar marks.”Entrepreneur Media v. SmitB79 F.3d 1135, 1147 (9th Cir. 2002). Thus, the

! TheBeyond the RacRourt denied Nordstrom’s preliminary injunction motion,
focusing on RACK and THE RACK marks standing alone. In this motion, Nordstrom argy
thatBeyond the Rackiisapplied the “crowded field doctrine” to understate the strength of i
marks. Dkt. # 37, p. 7. The Court, however, agrees with the analyeyamd the RackFor
the reasons Nordstrom’s claim to RACK and THE RACK failed there, the sanoéusion
would result hereSee Beyond the Radko. C12-1387-TSZ at *13-29. Nordstrom offersadittl
evidence in this case that RACK or THE RACK is commercially used in isolationwtith
referencing the NORDSTROM house mark. Its examples include phraseseinosits and
advertisements that colloquially reference Nordstrom Rack as “the R8ekQlIsson Dec. {1
2-15. However, these materials plainly display the NORDSTROM RACK logekhs Whus,

i

les
oth

only the claim to the NORDSTROM RACK mark will be discussed here.
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more likely consumers are to make such an association, less similaedyised in finding
likelihood of confusion.Sleekcraft599 F.2d at 350. It is not necessary that the products bg
similar or even competitive if the respeetigroducts are related in some mannerc¢batd give
rise to the mistaken belief they emanate from the same sot#eleven Inc. v. Wechsle83
U.S.P.Q.2d 1715, 1724 (T.T.A.B. 2007). Thus, this factor requires a flexible approach to
notion of competition, as parties are not required to be direct competitors in order to show
likelihood of confusion.Rearden LLC v. Rearden Commerce, 1683 F.3d 1190, 1212 (9th
Cir. 2012).

Nordstrom Rack and NoMoreRack are both retailers that offer brand name produc
discounted pricesHowever,NoMoreRackargueghatthe goods are not close in proximity,
because NoMoreRadellsa wider rangef products. Dkt. # 30 at 19t further differentiates
Nordstrom Rackustomers akigh-end shopperseeking a "department store experience”
whereas NoMoreRack's customerpect less from buying onlin&eeAsh Dec. {1 &.
NoMoreRackdoes concede that the two companies at times may offer the same designer
clothing brands. Dkt. # 3& 1920. Aside from the nuances of each business, NoMoreRag
fails to explainhow its consumer base actually differs, considering Nordstrom Rack als® o
its retail service online. Today, most ok and mortar retailers operate websdssan extensio

of their business anthereis increasingly lesslifferentiation betweenustomes who purchasat

a physical store versus those who purchase online. Further, much of the productesategofii

between the two businesses overldpe class bconsumersvho generally seek these brand

name itemsre likely the same, whethtte shopping experientgat aphysical storea standarg

retail websiteor a hybridflash sale websiteThe two businesses do not merely coexist in the

same broad industry, bate competitors thatffer discounted prices osimilar and sometimes

A\1”4

the

[S at

ffer

174
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identicalproducts.See Beyond the Radko. C12-1387-TSZ at *19 (finding thtdte goods and
serviceof Nordstran Rack and a “flash sal&/ebsitewerecloselyrelated, becaudaoth parties
wereretailers offering similar products to similar demographiésjcordingly, this factor
weighs in favor of likelihood of confusion, and a “diminished standard of similaniti/be
applied in comparing the markSee Sleekcraf699 F.2d at 350.

c. Similarity of the Marks

There are three relevant factors in comparing the marks for similétijyjhe marks
must be considered in their entirety as they appear in the marlke{@esimilarity istestedin
terms of appearance, sound, and mear{B)ghe similaritiesareweighedmore heavily than
differences.GoTo.com, Inc. v. Walt Disney C20Q2 F.3d 1199, 1206 (9th Cir. 2000)he
proper test is not a side~side comparisonf the marks, but “whether the marks are sufficiel
similar in terms of their commercial impression” such that those who encounter #sewoatd
likely assume a connectioi€oach Services, Inc. v. Triumph Learning L1668 F.3d 1356,
1368 (FedCir. 2012) (citingLeading Jewelers Guild, Inc. v. LJOW Holdings, L.82
U.S.P.Q.2d 1901, 1905 (T.T.A.B. 2007)). Applying mttished standard of similarity, the
marks ardested for similarityppased on appearanceusd and meaning as they appear in the

marketplace

First, NORDSTROM RACK and NOMORERACIHKre compareth terms ofappearanca.

NORDSTROM RACK istiered on twaows of text with “NORDSTROM in all capital letters
displayedabove “RACK”in all lowercase lettersThe textof both words is dispiged in a dark
grey color. NOMORERACK is all one wordpwercased, with “NO” and “RACKZtolored in
darkgrey, and‘MORE” coloredin green NOMORERACK also displaya tagline beneath the

mark “Everything you love, for less.In both cases, “RACK” is albwercased, using reaty

ntly

identicalgreyfont. Thissimilar characteristicnust be considered in light tife marks’ overall
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appearance. In some instanaase feature of a mark may be more significant than another
the dominant feature may be given more weidlgading Jewelers Guil82 U.S.P.Q.2d at
1905. However, the “RACK” portion of the mark will not be given greater wengthtis case
With NORDSTROM RACK,it is apparent that thieousemark “NORDSTROM” is the brand
identifier and dominant tgure despite the fact that RACK is displayedaitargerfont. Since
Nordstrom provides nevidence that “RACK” is commercially used in isolatwsithout
“NORDSTROM; there is no evidence to suggest that the RACK is indeed the dominant fe
On the other handyOMORERACK’sdominant featurées “MORE,” which is visually
emphasizedh a greercolor. Thus, even if the similarities in “RACK” are given more weight
the noticeable differences in the dominant portion of each mark are still apparkatinTits
entirety, the marks are found to be dissimilar in appeargdee Coach Service868 F.3d at
1368 (citingln re Shell Oil Ca.992 F.2d 1204, 1206 (Fed.Cir. 1993)).

As to the similarity in sound between NORDSTROM RACK and NOMORERACK,
Nordstromargues there is phonetic similarity given that both marks contain three sgjlla&gen
with “NO,” and is pronounced with emphasis on the first syllable. Dkt. # 37 at 6. NoMorg
argueghat itsnameis pronounced witemphasis othe second syllable. Dkt. # 62 atAs
Nordstrom contendshéreis somedegree ophonetic similaritypresent. Howevethe overall
pronunciation and spoken sousid’'NORDSTROM” and “NOMORE?” is farly different due to
thearticulation ofdistinct consonants in “NORDSTROM.”

Even where the marks @isue are identical or nearly identical, differences in connotj
and commercial impressions can outweigh visual and phonetic similaftoesch Service68
F.3d at 1368.Nordstrom suggests that the “NO” in NOMORERACK d¢snconstrued as an

abbreviation of NORDSTROM,” leading to the false impression that NOMORERACK is a

and

pature.

Rack

htion
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new, online implementation of its exigg retail concept. Dkt. # 37 at 6. On the other hand,
NoMoreRack contends it chodee nhameo signify that a customer would not need to sift
through a large inventory or “rack” to purchaseitem hence “no more rack.” Dkt. # 30 at 9.
The Court agrees with NoMoreRack, in that the plain meaning of NOMORERACKstsggie
“not” Nordstrom Rack, and rather a retailer withoythgsical“rack” to browse on.
Nordstrom’s interpretation is less convincing, because if indeed “NO” was an abiomebor
“NORDSTROM,” it may well be an abbreviation for any retailer beginning Wiéhletters
“NO” in conjunction with “RACK.” When “NOMORERACK” is intuitively read assingle
phrasethe emphasis is placed on the negative qualifier e rack.” Nordstrom’s
interpretatioruses “MORE” as thqualifier to place emphasis ahe allegedNordstrom’s
MORE RACK deals. This association, however, is less intuitive and speaks little to the
similarity in meaning between NOMORERACK and NORDSTROM RACHKe notable
distinctiors inoverallappearance, sound and megrohthe markoutweigh the slight similar
characteristictheyshare.

The comparison dlORDSTROM RACK and FRIENDRACHeads to the same result
As to appearance, the marks share one similarity, which is the font and longasie word
“RACK.” However, FRIENDRACK isall one word, in which “FRIEND” is visually
emphasized in a red font. There is no phonetic or sound similarity between the matds. A
meaning, Nordstrom argues that consunaeedikely to mistaké&RIENDRACK asbeing a
referralrewardsprogram for Nordsom Rack. Dkt. # 10 at 15. HowevERIENDRACK is
used exclusively in conjunction with NOMORERACK on its website and there is no egitie
suggest that FRIENDRACK is used commercially without reference to NOBRMTK. Any

confusion as to whether FRIENDRACK is a referral progfamNORDSTROM RACK isa

-
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stepremoved and inevitably depends on finding likelihood of confusion between NORDS
RACK and NOMORERACK.Thus,NORDSTROM RA® and FRIENDRACK have distinct
commercial impressionsThe notabledifferencesn appearance, sound and mearuoffget the
slight similarity sharedh the“RACK” font. As to both marks, this weighs against findang
likelihood of confusion.

d. Evidence of Actual Confusion

“Trademark infringement protects only against mistaken purchasingjalesiand not
against confusion generallyBosley Med. Inst., Inc. v. Kremel03 F.3d 672677 (9th Cir.
2005) (emphasis omitted)Consistent with this principle, “[gidence of actual confusion by
consumers is strong evidence of likelihood of confusid@uitfvivor,406 F.3d at 633. Non-
consumer confusion may also be relevant to the inguittyree circumstances: “(1) potential

consumers; (2) non-consumers whose confusion could create an inference that comsume

likely to be confused; and (3) non-consumers whose confusion could influence consumers.

Rearden683 F.3d at 1214. Proviragtual confusion is difficult, and while it is a relevant fac|
for likelihood of confusion purposes, “its importance is diminished at the preliminary tigjin
stage of the proceedingsNetwork Automation638 F.3d at 1151.

Nordstromarguegshat shoppers have confused Nordstrom Rack as beisgtinee of
NoMoreRack’s servicesDkt. # 10at25. To supporthis claim, Nordstrom providesix
instances of actual confusion:

1) AshopperKatie” contactedNordstrom’s live chatepresentativavith a
sizing question for a dress found on NoMoreRaklarx Dec., Ex. A.

2) Ashopper'Stacey” contacted Nordstrom’s live chat representaifter
receiving a wrong order, which was actually purchased from NoMoreRacks Mar
Dec, Ex. B.

[ROM

ORDERDENYING PLAINTIFFS’ MOTION FOR PRELIMINARY INJUNCTION- 11
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3) An anonymous post dfThe Nest website wherea user was enfused on
whethera post about NoMoreRack was referring to Nordstrom Rack. Silbert
Dec., Ex. A.

4) An anonymous post on thiBabycenter"website where a user was confused
whether NoMoreRack referred Mordstrom Rack. Silbert Dec., Ex. B.

5) A Twitter post where a user tweeted, “Sign up for Nordstrom’s online discount
Rack store. . . http://nomorerack.com.” Silbert Dec., Ex. C.

6) An anonymous poster 6NW Bargains” website wrote, “There is yat@her
daily deal site called, NoMoreRackl] guess as in no more Nordstrom Rack!”
Silbert Dec., Ex. D.

NoMoreRack contends that the examples are “ambiguous, unreliable, minimal and not

truly demonstrative of actual confusion.” Dkt. # 30 at ZReyare rather examples of
“misdirected communications” resulting frorarelessnesand inadvertenceayhich arenot
probative of actual consumer confusidd. at23. The Court agrees that tiselated instances
of confusion particularly those cloaked @nonymity on the Internet, do not rise to the level
actual confusion on a purchasing decision.

In the first two instances, the shoppers contacted Nordstrom's customee seiviguire
about items on NoMoreRack's sit&atie” simply inquired aboutress sizing, which is not
indicative of a purchasing decision. “Stacey” spoke to a representative cagaemiong orde
purchased through NoMoreRack. It is not clear whether “Stangplly boughtthe item
believing itwas Nordstrom Rack, or whether she simply contacted the wrong customer se
line. As to the remaining examples, statemenégle in gublic Internet forummay be relevant

in proliferating onfusion among potential customers and to some extent, influesctng

of

=

rvice
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customers.However, t is unlikelythat any serious consumer would be influencqautchase
on NoMoreRack, believing is Nordstrom Rack, based on an anonymous post.

Nonetheless, Nordstrom also provides two examples where direct witnesses wer
confused about NoMoreRl's affiliation with Nordstrom Rack:

1) Ms. Meister received an email from NoMoreRack, with a picture of a designer
purse she had seen at Nordstrom Rack stores. She does not recall ever signing u
for NoMoreRack’s email subscription because she paftghase$rom a handful

of well-known companies online. Believing the email was from Nordstrom Rack,
she clicked on the attached link to enter her billing information for the purse.
However, the website did not allow her to complete the purchase.oBtzeted

her daughter, who is Nordstrom Rackise Presidenof Marketing, to inquire

about the situation. She was informed that NoMoreRack had no affiliation with
Nordstrom Rack. Meister Dec. {1D.

2) Mr.Dallman was logging out of hissEebookaccount when an advertisement
for NoMoreRack came up on his browser. He believed it was for Nordstrom
Rack becausénomorerack” appeared to combine “Nordstrom” aR&¢k.” He
had to inspect the advertisement several times before determiningnbivas
Nordstrom Rack. He then contacted his sister, who is part of the Nordstrom
Merchandising Group, to inform her about the misleading nature of
NoMoreRack’s material. Dallman Dec. {1
Mr. Dallman’s experiences not telling of actual confusion, t@use heame to his own
realizationthat NoMoreRacks a different entity from Nordstrom Raclds to Ms. Meister’s
experience, she believed the email was from NordsRaok,because she did not have any
reason to thinkt was another companyl'o some extent, this shows a possibility that other U
who unknowingly receive emails from NoMoreRack may be under the same impreEsen.

problemlies in determiningvhether customers would buy the item because it is from

“Nordstrom Rack,” osimply becausehey want the item itselfegardless athe source. While

? Internetuse iscommonplace and the public is generally aware that materials cirgu
online are not reliable unless there is a credible so8ee, e.gBarbara OrtutayiMany people
don’t trust online information, report find®BC News, Dec. 14, 2011, www.nbcnews.com/
i1d/45670764/ns/technology_and_scieteeh _and_gadgets/t/mapgople-dontrustonline-

informationreportfinds/.

ORDERDENYING PLAINTIFFS’ MOTION FOR PRELIMINARY INJUNCTION- 13
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this evidence othis potentialcustomerconfusion is relevant, the Court finds that Nordstrom
not sufficiently demonstrated actual dmsion in this case. For the little weight this fadiears
in theoverallanalysis it weighs against a likelihood of confusion.

e. Marketing Channels Used

Generally, “[c]lonvergent marketing channels increase the likelihood of comfus
Sleekcraft599 F.2d at 353This factor becomeless important wherné marketing channel is
less obscureNetwork Automation638 F.3d at 1151. Thus, the shared use of a “ubiquitous
marketing channel” like the Internet does not shed much light on likelihood of consumer
confusion.ld. Nordstrom howeverargues that iheavily advertises NORDSTROM RACK
products in the “niche marketplace” of social medsath Nordstrom and NoMoreRack
advertise on their respective Facebpakes, regularly use Twitter to advertise deals, and
operate YouTube Channels. Silbert Dec., Ex. Gtlis clear that in the Internet marketing
space both Nordstrom and NoMoreRaokerate irthe same social media outletdowever, the
Court declines téurther definesocial media aa "niche marketplace" within tH&oadercontext
of Internetadvetising.®> This factor isaccordingly neutral.

f. Type of Goods and the Degree of Purchaser Care

“It is assumed that buyers will exercise greater care in the purchases of exgesls.’

Official Airlines GuidesInc. v. Gosst F.3d1385, 1393 (9th Cir. 1993). However, the Court

cannot focus solely on the pricéthe items alone Today, onsumers who use the Internet for

shopping are generally sophisticaté&gee Network Automatip38 F.3d at 1152-53

% Social media has significantly grown in popularity and is used as a routine fehiclg
most Internet marketing strategies tod&geDavid Mielach,Social Media Marketing Expectir
a SlowdownBusiness News Daily, Aug. 17, 2012, http://www.businessnewsdaily.com/301
sociatmarketingslowdown.html (“As it currently stands, 88 percent of companies with at ¢

has

1”4

"

g
O-
past

100 employees will use social media and social networks for marketing”).
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(acknowledging that the default degree of consumer care is heightenechasconimerce
become commonplade Particularlywhen there is a prerequisite to a transaction, such as
signing up as member, a reasonably prudent consumer would exercise a higher degree
Beyond the Rac¢iNo.C121387-TSZ at *26.NoMoreRack requireall customergo sign up
with an email and password prior to making a purchase. Further, while Nord&ickand
NoMoreRack's priceare relatively inexpensive, thegolucts themselves abeand name goods
typically found at higher pricesThe retailers are nstllinginexpensive goods, but rather
quality goodsat discountegbrices Thus, areasonably prudent consumer would exercise a
higher degree of care hamad this factor weighs against likelihood of confusion.

g. Defendant’s Intent in Selecting the Mark

While intent to deceive consumers is not required, it is strong evidence of a likelihg
confusion. Entrepreneur Medig279 F.3d at 1148nternal citations omitted Whenthe alleged
infringer knowingly adots a mark similar to another’s, the presumptiotihad the defendant ca
accomplishithe purpose of deceiving the publiSleekcraft599 F.2d at 354. Nordstrom
contends that NoMoreRack adoptesdmarkswith knowledge of their similarity to tHeack
marks. Dkt. # 10 at 25. Citifgiscovery Communications, Inc. v. Animal Planet,,Inc.
Nordstromargues that NoMoreRack acted in bad faith becawgasiton constructive and actu
notice of Nordstrom’s rights to the Rack marks. 172 F.Supp.2d 1282, 1290 (C.D. Cal. 20
(finding there was willful intent to infringe whetke defendant increased usag¢hedisputed
mark despite plaintiff's notice of unauthorized use and defendant’s assuranoaklicease
using the marks)Despite receiving Nostrom’s cease and desist letters, NoMoreRack
continued to use its marks. Ferron Dec. { 5.

Absent further evidence, tl@ourt declines to find that NoMoreRack intended to dec

bf care.

od of

n

D1)

bive

the public when selectints mark. First, th&€ourt has determined RACKa THE RACK
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occupy a crowded field of similar marksthe retail industryso there is no indication that
NoMoreRack chose to incorpordfeack” into its name in bad faith. Second, it continuedge
NOMORERACKbelieving the marks didotinfringe on Nordstrom’sRack marks.See
Schneider Dec. {1+B. The facts arélistinguished fronDiscovery Communicationbecause
there thedefendant acknowledged the unauthorized use of the infringing marks, but contirj
use them anyway, clearly evidenciogd faith. There is nothing to suggest that NoMoreRag
acted in bad faithere This factor does not weigh in favor of likelihood of confusion.

h. Likelihood of Expansion of Product Lines

A “strong possibility” that either party may expand its busines®topete with the othe
weighs in favor of likelihood of confusiorSleekcraft599 F.2d at 354. “When goods are
closely related, any expansion is likely to result in direct competititth. NoMoreRack does
not plan to go into a brick and mortar buese,which would ban direct competition with
Nordstrom Rack. Dkt. # 30 at 20. At oral argument, Nordstrom indicated a possibility of
entering a hybrid flash sales business similar to NoMoreRack’s model. viegwordstrom
provides no other evidenceatht will take any significant steps to implement this business
within the course of this litigation. Either way, this factor lends little weight to teeathv
analysis, given that the parties are already competitors in the retail industry

i. Overall Andysis ofthe Sleekcraft Factors

In sum, only two of the eigl8leekcraffactors weigh in favor ofinding a likelihood of
confusion: the strength of the NORDSTROM RACK mark and the proximityegfoods and
services offered by both parties. Aftelancing the remaining factotiie Court finds there is
no likelihood of confusiopresent Thus, with the current evidence on record, Nordstrom liK

cannot prevail on the merits of its trademark infringement claim.

ORDERDENYING PLAINTIFFS’ MOTION FOR PRELIMINARY INJUNCTION- 16
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2. Dilution by Tarnishment

To prevail on a trademark dilution claim under Thademark Dilution Revision Act

(“TDRA™) of 2006, 15 U.S.C. 8§ 1125(c)a plaintiff must show that: (1) the mark is famous and

distinctive; (2) the defendant is making use of the mark in commerce; (3) thealdfende
began after the mark became famous; and (4) the defendant’s use of the marktis tikabe
dilution by blurring or dilution by tarnishmentJada Toys, Inc. v. Mattel, In18 F.3d 628,
634 (9th Cir. 2008). Likelihood of dilution may be foursgjardless of the presence of actual
likely confusion, competition or actual economic injury. 15 U.S.C. § 1125(¢)gl)s Vuitton
Malletier S.A. v. Haute Diggity Dog, LLLG07 F.3d 252, 264 (4th Cir. 2007). Nordstrom dosd
not argue a blumig claim so only dilution bytarnishment will be discussed

a. Famous and distinctive mark

Underthe TDRA, “a mark is famous if it is widely recognized by the general coingu
public of the United States as a designation of source of the goods or servicasarikthe
owner.” 15 U.S.C. 8§ 1125(c)(2)(A)lo determine the requisite degree of fame, the court m
consider all relevant factors including: (i) the duration, extent, and geographlt of
advertising and publicity of the mark, whether advertised or publicized by the ontérd
parties; (ii) the amount, volume and geographic extent of sales or goods; @xtéme of the
mark’s actual recagtion; (iv) whether the marlsiregisteredld.

Nordstrom Rack argues that iteark is famous and distinctivieecause it is one of the
leading fashiometailers in the U.SSince first opening in 1973, Nordstrom now operates 11
Nordstrom Rack stores in 27 states and the District of Columbia, grossing mo#2 thiflion in
annuarevenue Dkt. # 10at8-9. In 1986, NORDSTROM RACK was registered on the
USPTO'’s principal registevhere it continuously remains to this ddg. at 10. For decades,

public awareness of Nordstrom Rack has been fostered through paid and unpéisireglver

or

bS

ay
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channels, including “direct mail, local newspaper ads, radio spots, billboards, arattpries”
as well as the recent shift to online advertising, email and social mddidloMoreRack does
not dispute that NORDSTROM RACK is famous, and iagdtargues that RACK or THE RAC
standing alone is not famous “absent the NORDSTROM house mark.” Dkt. # 30 at 25; D
62 at 14. NoMoreRack in effect concedes to NORDSTROM RA®@&ting the fame
requirement. With this finding, combined with consideration afrarelevant factors,
Nordstrom has sufficiently demonstrathdtNORDSTROM RACKmeets the fame
requirement See Nike, Inc. v. Nikepal Intern., Inblo. 05-1468, 2007 WL 2782030, at *5-6
(E.D. Cal. Sept. 18, 2007) (findifglKE famous because ihad spent in excess of a billion
dollars for promotion” in the U.Sit, grossedeast $1 billionin salesper yearjt was recognized
for succesdy various publications, anegistered on the principal register

b. Defendant using mark in commerce

To determine this prong, the Court must evaluate whélb&toreRack’s markgall
within the definition ofthe statute. The TDRA defines dilution by tarnishnanan “associatio
arising from the similarity between a mark or trade name and a famous mdréarthatthe
reputation of the famous mark.” 15 U.S.C. 8 1125(c)(2)(C). Thus the inquiry is twofold,
whether there is similarity between the marks at issue, and whether thara i lae famous
mark’s reputation.

As to “similarity” of the marks, cowstformerly employe@n “identical or neayl

identical” standard undéhe Federal Trademark DilutioAct (“FTDA”) of 1995.* E.g.Playboy

* According to the FTDA: “The owner of a famous mark shall be entitled, subject tg
principles of equity and upon such terms as the court deems reasonable, to an injuncisbn
another person’s commercial use in commerce of a mark or trade name, if suchinseafber
the mark has become famous and causes dilution of the distinctive quality of the mark. . .

K

the
agai

S 15

U.S.C. § 1125(c)(1) (2005).
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Enterprises, Inc. v. Wellge79 F.3d 796, 806 (9th Cir. 2002) (establishing that in order for 3
dilution claim to suceed, the mark used by the alleged diluter must be identical or nearly
identical to the protected markHowever,whenCongress enacted the TDRiAreplaced the
FTDA with a more detailed statute, notably providing relief for “likely” and raattal

dilution, as well as explicitly defininglurring’” and “tarnishment. Levi Strauss & Co. v.
Abercrombie & Fitch Trading Cp633 F.3d 1158, 1165-66 (9th Cir. 2011). Unithernew
“likelihood of dilution” standard, thé&linth Circuitruled that in the blurring context, the plain
meaning of th& DRA no longer requirea plaintiffto “establish that the junior mark is identig
nearly identical or substaatly similar to the senior mark.ld. at 1172. The Coudxplained
that Congress specifity usedtheword “similarity” without joining adjectives that would
suggest a higher standandl. at 1171. Further,the blurring provision enumerates a non-
exhaustive list of factors to considarwhich “degree of similarity” is listedfactor.” Id. As
such, the Court reasoned tsanilarity between the marks mota “necessarilgontrolling
factor’ in the inquiry. 1d. at 1172.

Presumptively, the sameasidard applies in evaluating tarnishmelaims. Following
the Ninth Circuit’s reasoning, the Court turns to phean meaningf the statute SeelU.S.
Aviation Underwriters, Inc. v. Nabtesco Cqrp97 F.3d 1092, 1096 (9th Cir. 20Xfhding
courts not only examine “the specific provision at issue, but also the structure tattite as a

whole, including its object and policy”). In the broad sense, blurring and tarnishmemhphg

®> The dilution by blurring provision provides that the court may consider all relevan
factors, including: (i) theebree of similarity between the mark or trade name and famous
(ii) the degree of inherent or acquired distinctiveness of the famous markgigxtent to
which the owner of the famous mark is engaging in substantially exclusive thseroérk; i)
the degree of recognition of the famous mark; (v) whether the user of the madeandarae
intended to create an association with the famous mark; (vi) any actuabfiesdogtween the

al,

[
mark;

mark or trade name and the famous mark. 15 U.S.C. § 112%8))(2)

ORDERDENYING PLAINTIFFS’ MOTION FOR PRELIMINARY INJUNCTION- 19
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two types of dilution, which are found under #amne, overarchintiik elihood of dilution”
standard.Thelanguage construction &imilarity” is identical in both provisionsCompare8
1125(c)(2)(B)(dilution by blurring is an “association arising from the similarity betwaeemark
or trade name and a famous mark.,.with § 1125(c)(2)(CXdilution by tarnishment is an
“association arising from the similarity between a mark or trade name anaasfamark. . .”).
Absent other worder indications in the statute suggest a different standard for tarnishmen,
the Court is convinced that the degree ofikrity required is the same as blurring.

This leaves the issue of the enumerated factors found in blurring, but not tarnishment.
TheNinth Circuitreasoned that sin¢degree of similarity” isspecifically enumerateih the
blurring provision, it lends further justification for the less stringent similatapdard. The
factors listecarethose relevant in determininghether the junior mark “impairs the
distinctiveness of the famous mark” as proscribed in the blurring definition. 15 U.S.C. §
1125(c)(2)(B). This suggests that the factors, while relevant to the considefasimilarity,
are grounded in what is likely to cause blurring. In other words, what makesrike“siailar”
for purposes of blurring is tied to evaluating a junior mark’s likelihood of impairsenar
mark based on those factors. There are no similar factors listed for t@enishecause what
“harms the reputation of the famous mark” is an entirely different inquiry. Tireisame
requiremendf similarity applies for both blurring and tarnishment claims

Here, the parties do not explicitly address the issue of similarity r nalyeng on the

arguments made in the infringement context. Nordsaagues that the marks are similar in

sight, sound and meaning, therefore satisfying this low threshold requirement. Dkt. # 37 at 11.

NoMoreRack relies oa conclusoryassertiorthatmere associatiobetween the markis not

enough to Bow similarity Dkt. # 62 at 14-15. The consideratidasdetermining similarityfor

ORDERDENYING PLAINTIFFS’ MOTION FOR PRELIMINARY INJUNCTION - 20
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dilution have not been clearly defined. However, the Court is persuaded tFeatttre of
appearancesound and meaning, which are relevant in evaluating infringement, are also re
here TheCourthas already detetimed that taken in their entirety, NORDSTROM RAC#Hda
NOMORERACK are not similar, because the shared characterissosind and stylization of
the “Rack” portions do not overcome the significant differemcewerall appearance and

meaning. Thus, NORDSROM RACK and NOMORERACK are not sufficiently similer

trigger protection under the dilutiatatute However, even assuming that Nordstrom satisfig
this element, the tarnishment argument would also fail in the harm requiremessdsdelow.

c. Useof mark after it is famous

Absenta showing ofsimilarity between the marks, this factor is no lorgeecessary
inquiry to theanalysis However, since NoMoreRack does adtress whether it used its mar
after NORDSTROM RACK achieved fame, it has efieely conceded this point.

d. Likely to cause dilution by tarnishment

This last prong focuses on whether the use of the junior mark “harms the reputatio|
famous mark.” 15 U.S.C. § 1125(c)(2)(C). Courts have founchtrat“generally arises wher]
the plaintiff's trademark is linked to products of shoddy quality, or is portrayed in an
unwholesome or unsavory context likely to evoke unflattering thoughts about the owner’s
product.” Tiffany (NJ) Inc. v. eBay Inc600 F.3d 93, 111 (2d Cir. 2010) (quotingere & Co.
v. MTD Prods., InG.41 F.3d 39, 43 (2d Cir. 1994)). For example, there is some consensu
among courts across jurisdictions that a famous mark is tarnished when it nticaifga

associated with a new mark used to seltsdated productsSee V Secret Catalogue, Inc. v.

levant

bS

n of the

A

Moseley 605 F.3d 382, 388 (6th Cir. 2010). A trademark may also be diluted by tarnishmient if

the mark loses its ability to serve as a “wholesome identifier” of the ififgiproduct.

Starbucks Corp. v. Wolfe’s Borough Coffee,,|688 F.3d 97, 110 (2d Cir. 2009) (citikgprmel

ORDERDENYING PLAINTIFFS’ MOTION FOR PRELIMINARY INJUNCTION- 21



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

Foods Corp. v. Jim Henson Prods., Ing3 F.3d 497, 507 (2d Cir. 1996)). The Second Circl

found that the relevant inquiry is how the junior mark’s prodtfetts the positive impressions

about the famous mark’s product, and not whether a consumer simply associateve-nega
sounding junior mark with the famous mai®tarbucks588 F.3d at 110.

In the present case, the Court must determinether allegatins of NoMoreRacks
negative reputatiomises to the level of harm téordstrom Rack’s reputation. Nordstrom
submits the following evidence of NoMoreRack’s reputation:

1) BetterBusinessBureau (“BBB”) business review shows NoMoreRack’s

Vancouver office received 304 complaints beginning October 12, 2010, and

NoMoreRack’'s New York business received 19 complaints beginning August 29,

2012. Furey Dec. 11 6-7 (Dkt. # 21).

2) Scambook.com lists 257 complaints about NoMoreRack from August 31,

2011 to November 19, 2012, with an estimated $120,228.84 in reported monetary

damagesld. at T 10.

3) Sitejabber.com lists 240 reviews on NoMoreRack from December 15, 2010 to

November 19, 2012, listing the company as “Not Recommended” with a rating of

1.5 stars.ld. at 1 12.

4) Complaintsboard.com lists 317 complaints against NoMoreRack as of
November 19, 2012ld. at § 14.

5) The Daily Goodie Bag, an online blog, captured over 50 negative comments
that were initially posted on NoMoreRack’s Facebook patpg;h were
subsequently deleted from Facebook. Furey Supp. Dec. |1 4-5.

6) Third party Facebook pages devoted to providing a forum for NoMoreRack
complaints, including “Nomorerack Consumer Complaints and Hate Payeat

1 68.

7) Since November 2012, the number of BBB complaints against NoMoreRack’s
Vancouver, New York and Delaware offices exceeds 1,50Gat | 10.

Nordstrom alleges that NoMoreRack’s “shoddy service” is in the form of frantatedit card
charges, undelivered goods, damaged goodsiaudfilled refunds. Dkt. # 10 at 12-13ther

complaints include email spam and counterfeit merchandise. Furey Supp. Dedt §ll&ges

I
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that NoMoreRack’s reputation is further damaged through its affiliationBuwitRack.com, a
website that gained notoriety as a penny auction sd&kh.# 37 at 5.

NoMoreRack admits that in February 2011, it displayed an offer from BidRack on i
site, but denies any affiliation withe business. Since April 2011, NoMoreRack has severe
ties withBidRack. Ash Dec. {1 27-29. To counter Nordstrom’s allegations of “shoddy sel
NoMoreRack submits evidence of complaints lodggdinst Nordstrom on simil@omplaint
forums, arguindghat websitespecifically designed to perpetuate complaints higle value or
effect on the overall determination of a company'’s reputat8eeCobb Dec. 1 5-13 (Dkt. #

31). NoMoreRack further maintains that it has built a reputation for excellstdmer service

andthatabout 80 percent of NoMoreRack customers are repeat buyers and referrals. Dkt.

at 9 seeAsh Dec. 11 19-25. NoMoreRack submits evidence of its “positive” reputation thr

articles,customer relews and social medexamples SeeWinstead Dec. 11-3; Ash Dec. { 26|

The Court is cognizd thatthere is no steadfast rub& whetheran association resulting
from a company’s “negative” reputation results in the type of “harm” embodied stagthae. A
finding of harm is a facspecific inquiry, and it is possible that the junior mark’srall negative
reputation coulghlace thfamous mark’s product or service in a bad lighee Playmakers, LL
v. ESPN, InG.297 F.Supp.2d 1277, 1285 (W.D. Wash. 2003) (*Tarnishment’ is a form of
dilution in which the junior user places the famous mark in a bad light, generally one that
involves sexual activity, obscenity, dlegal activity.”). The issue is whether the facts suppo
threshold finding that NoMoreRack’s reputation for “shoddy seryit@tesNordstrom Rack in
a bad light. The Court finds that it does not.

Considerations such as complaints, reduction in sales, loss of customersgatinke

pressareall relevant to the overall determinatiom this case, Nordstrom only provides

IS
d all

vice,”

# 30

ough

C
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evidence bcomplaints against NoMoreRack to demonstrate its negative reputatien.

majority of complaints are frommnonymousnternet userghat haveposted on various blogs and

forums online. Sites such as Sitejabber, Complaintsboard and Scambook are designed t
facilitate negative feedback frodisgruntled customers or even competitors, who can write
multiple reviews across multiple forum$he evidence is not persuasive because ikere
discerning whether the number of complaints actually correlateghathusiness’ overall
reputation. BBBcomplaints while a little morecredible mustbe evaluated in light of all other|
considerationsNoMoreRack on the other hand, provides evidence of positwvesivs,
increased growth and saliegures and positivarticles to rebut Nordstrom’s argumendpon
balancing thevidence of both negative and positive associatitwesfacts are insufficient to
showthatNoMoreRackhas a shoddy reputation. Thtisg use of NOMORERACKS not likely
to caug dilution by tanishment ttNORDSTROM RACK

C. Irreparable Harm

In light of Nordstrom’simprobability of success on the merits of both the infringeme
and dilution by tarnishmemiaims, the Court need not address the remaining prerequisites,
will do so to discuss separate bases for denial of the injuncli@lemark infringement
constitutes an intangible injury in the form of loss of control of a business’ neput@ioss of
trade, and loss of goodwillSeeOpticians Ass'n of Am. v. Indep. Opticians of A8Q F.2d 187

195 (3rd Cir.1990)See also Apple Computer, Inc. v. Formula Int'l 175 F.2d 521, 526 (9th

O

but

Cir.1984). The presumption of irreparable harm in the trademark context appears tq survive

because where a plaintiff likely to succeed on the merits of a trademark infringement clair
necessarily is likely to suffer irreparable har8ee Marlyn Nutraceuticals, Inc. v. Mucos

Pharma GmbH & Co.571 F.3d 873, 877 (9th Cir.2009) (upholding the district court’s

n, he

applicdion of the presumption of irreparable harm in a trademark infringement caseihgjl
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Winter). Further, a finding of likely dilution by tarnishment is a separate basisjfoictive
relief proscribed in the statut&eel5 U.S.C. § 1125(c)(1). Nordstrom, having assumed thg
Court would reach the opposite conclusion offers little proof on the irreparable haoonat
suffer absent the injunction. Nordstrom simply argues that proof of actual conéursi
tarnishment of its Rack marks is sufficieatwarrant a finding of irreparable harm. Dkt. # 37
15. Having concluded that Nordstrom did not make a substantial showing in either case,
argument fails.

D. Balance ofHardships

While Nordstrom likely cannot prevail on either claim, it has not raised seriogsanse
going to the meritgither Even so, the balance of hardships must tip “sharply” in its favor.
Nordstrom argues there is little hardshipNimMoreRack, because it only needsliscontinue
theuse of its marks pending trial, resulting in no harm. Dkt. # 10 at 29. NoMoreRack &llg
would incur “substantial losses in revenue, inconvenience its customers and potstaiaers,
and lose half of its workforce” if the injunction issues. Dkt. # 30 at 28. It would also disru
relations with its suppliers and incur significant costs ihrending, resulting in roughly $20
million in losses per monthAsh Dec. 1 30-31. Given the substantial losses NoMoreRack W
likely incur, the balance of hardships does not tip sharply in Nordstrom’s favor.

E. Public Interest

Enforcement of trademark rights typically serves the public inteBest. State of Idaho
Potato Comm’n v. G&T Terminal Packaging, Int25 F.3d 708, 715 (9th Cir. 2005)
(“Trademarks protect the public froconfusion byaccurately indicating the source of the
product. They preserve a producer’s good will in order that the purchasing public may ng
enticed into buying A’s product when it wants B’s produdirijernal citations omitted). hius,

the public interestaddor weighs in favor of Nordstrom.

t the

at

the

ges

pt

t be
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F. Overall Analysis

For the reasons stated above, Nordstrom likely cannot prevail on the merits raheithe

trademark infringement or dilution by tarnishment clairRarther, even if Nordstrom had rais
seriousquestions going to the merits, it failsdemonstrata likelihood of bothrreparable harn
andthat the balance aquitiestips sharply in its favor. Accordingly, the Court declines to g
the extraordinaryemedy of a preliminary injuncticat this time andENIES Nordstrom’s

motion.

IV. CONCLUSION

Having reviewedhe relevant pleadingthe declarations and exhibits attached theretc
oral arguments, and the remainder of the record, the Court hereby finds and ORRERS

Plaintiffs’ Motion for Preliminary Injunction (Dkt. # 163 DENIED.

Dated this25 day of March 2013.

(B

RICARDO S. MARTINEZ
UNITED STATES DISTRICT JUDGE

fant

e
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