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Figure 1: Top Lease Transactions 

Size (Sq. Ft.) Tenant Address 

694,396 Coach, Inc. 10 Hudson Yards 

603,650  (R)  Penguin Random House LLC 1745 Broadway 

257,557 Milbank, Tweed, Hadley & McCloy  55 Hudson Yards  

207,371  (R)  Dentons 1221 Avenue of the Americas 

204,442  (E)  Bloomberg L.P. 919 Third Avenue 

Leasing focused on new 
construction; renewals up 

Midtown Manhattan Office, Q3 2016 

Midtown leasing activity totaled 3.96 million sq. 
ft. during Q3 2016, up 3% from its five-year 
quarterly average, boosted by Coach, Inc.’s 
694,000-sq.-ft. lease at 10 Hudson Yards. Demand 
appears to be increasingly characterized by leases 
for new construction or renewals, evidenced by 
four of the top five transactions this quarter. 
Further, year-to-date renewal activity has already 
surpassed the 4.4 million sq. ft. registered in full-
year 2015. 
 
The availability rate is currently 12.1%, up 40 bps 
from the last quarter and 160 bps from one year 
ago. In general, the increase in availability is 
concentrated among older assets, particularly 
those built pre-2000. Aging stock appears to be 
yielding an environment in which competition for 
new and repositioned product remains strong. 
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Leasing Activity 
3.96 MSF 

*Arrows indicate change from previous quarter. 

Availability Rate 
12.1% 

Vacancy Rate 
7.9% 

• Leasing activity totaled 3.96 million sq. ft. in Q3 
2016, 3% above its five-year quarterly average. 

• The largest transaction was Coach, Inc.’s lease for 
694,000 sq. ft. at 10 Hudson Yards. 

• Quarterly leasing activity is up 9% compared to Q3 
2015. 

• The availability rate rose 40 basis points (bps) from 
Q2 2016 and 160 bps from one year ago. 

• Quarterly net absorption registered negative 
857,000 sq. ft. 

• The average asking rent was virtually unchanged 
quarter-over-quarter and up 4% year-over-year. 

• Sublease availability currently stands at 2.1%, with 
an average asking rent of $65.64 per sq. ft., up 4% 
year-over-year. 

Average Asking Rent 
$81.22 PSF 

Renewal (R), Expansion (E), Renewal and Expansion (RE) Source: CBRE Research, Q3 2016. 
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Net Absorption 
(0.86) MSF 
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Sublease availability has risen 30 bps year-over- 
year to 2.1%, surpassing the 2% mark for the first 
time in 13 months. That said, the amount of 
sublet space remains historically low, with its 
average asking rent up 4% year-over-year to $65.64 
per sq. ft., a peak this cycle. 
 
Midtown registered negative 857,000 sq. ft. of net 
absorption during the quarter, bringing the year-
to-date total to negative 2.83 million sq. ft. The 
lack of positive quarterly absorption was largely 
the result of approximately 501,000 sq. ft. at 1155 
Avenue of the Americas that came to market in 
July, compounded by a further 222,000 sq. ft. at 
777 Third Avenue coming to market in August. 
Below-average leasing activity failed to absorb the 
new additions, yielding the significantly negative 
year-to-date total. 
 
Midtown’s average asking rent stands at $81.22 per 
sq. ft., nearly unchanged from the previous 
quarter, and up 4% year-over-year. Given that rent 
growth has moderated and concessions have been 
creeping upward for quite some time, the question 
remains if rents will surpass their previous high of 
$86.57 per sq. ft. achieved in mid-2008. 
  
In regard to the development pipeline, no new 
construction is expected to come to market until 
late 2017, when the 1.3-million-sq.-ft. 55 Hudson 
Yards is due to come online—more than 600,000 
sq. ft. of which has already been leased or is 
subject to a letter of intent. 
 
LEASING ACTIVITY 

 

Quarterly leasing activity was up 6% from Q2 2016, 
albeit off a relatively low base, and up 3% from its 
five-year quarterly average. Robust quarterly 
performance masked a polarization of activity at 
the submarket level: Penn Station witnessed a 
particularly strong quarter following Coach, Inc.’s 
694,000-sq.-ft. lease at 10 Hudson Yards and 
Milbank, Tweed, Hadley & McCloy’s 258,000-sq.-ft.  
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Figure 2: Leasing Activity | Historical 

Source: CBRE Research, Q3 2016. 
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Figure 3: Leasing Activity | By Submarket 

Source: CBRE Research, Q3 2016. 

Source: CBRE Research, Q3 2016. 
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Figure 4: Net Absorption | Historical 



MARKETVIEW 

lease at 55 Hudson Yards. Meanwhile, leasing in 
the Sixth Avenue/Rockefeller Center submarket 
was unusually low, falling below 200,000 sq. ft. for 
the first time since 1992. Overall, interest in the 
Hudson Yards development bolstered activity at 
the aggregate level. 
 
NET ABSORPTION 

 
Net absorption was negative in most Midtown 
submarkets, with only Fifth/Madison Avenue, the 
Plaza District and Times Square/West Side posting 
positive quarterly figures. Even then, the numbers 
were not notably positive—the highest of which 
was less than 222,000 sq. ft. The Sixth Avenue/ 
Rockefeller Center submarket underperformed 
most significantly, following the addition of more 
than 500,000 sq. ft. of office space at 1155 Avenue 
of the Americas, compounded by the weakest 
quarter of leasing on record. Park Avenue also 
witnessed substantial negative net absorption after 
almost 350,000 sq. ft. of space came to market 
combined across 399, 245 and 277 Park Avenue. 
 
AVAILABILITY  

 
Midtown’s availability rate edged upward 40 bps 
from Q2 2016 to 12.1%. The biggest increases in 
available space took place in Sixth Avenue/ 
Rockefeller Center, Park Avenue and the East Side, 
hand-in-hand with the negative net absorption 
measured in these submarkets during the quarter. 
Year-over-year, availability rates increased across 
all submarkets, except in Times Square/West Side 
and the Plaza District, which both saw a slight dip. 
Overall, it seems that availability west of Fifth 
Avenue has been tighter than availability east of 
Fifth Avenue, largely due to relatively attractive 
pricing on Midtown’s West Side and the residual 
benefits of the Hudson Yards development. 
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Figure 5: Quarterly Net Absorption | By Submarket 

Source: CBRE Research, Q3 2016. 
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Figure 7: Availability Rate | By Submarket 

10.0 

2.1 

0

2

4

6

8

10

12

14

16

2009 2010 2011 2012 2013 2014 2015 2016

% 
Direct Sublease

Figure 6: Sublease and Direct Availability Rate | Historical 

Source: CBRE Research, Q3 2016. 

Source: CBRE Research, Q3 2016. 
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AVERAGE ASKING RENTS  

 
Asking rents were largely unchanged at the 
submarket level quarter-over-quarter, with the 
exception of 5% bumps in Fifth/Madison Avenue, 
following the addition of space at 520 Madison 
Avenue and 12 East 49th Street priced above $100 
per sq. ft., and Times Square/West Side, following 
the addition of space at 888 Seventh Avenue priced 
above $90 per sq. ft. While the year-over-year 
changes are more significant, it appears that 
Midtown rents are very near their peak, as aging 
stock, rising concessions and a lack of new 
construction (which is typically priced at a 
premium) will likely temper future rent growth 
this cycle. 
 
TAKING RENT INDEX 

 
The taking rent index posted a 120-bps decrease 
quarter-over-quarter, falling to 93.8%. Concession 
packages for new leases of raw space completed 
during the quarter included an average of $59 per 
sq. ft. in tenant improvement allowance and 9 
months of free rent. 
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Figure 9: Average Asking Rent | Historical 

Source: CBRE Research, Q3 2016. 
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Figure 11: Taking Rent Index | Historical 
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Figure 10: Average Asking Rents | By Submarket 

Source: CBRE Research, Q3 2016. 
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Figure 8: Concession Values | Rent Abatement and T.I. Allowance* 

Source: CBRE Research, Q3 2016. 
*Identical concession packages will overlap in graphic. Average excludes highest and lowest values. 

Source: CBRE Research, Q3 2016. 



MARKETVIEW 

Disclaimer: Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy,  
we have not verified it and make no guarantee, warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. 
This information is presented exclusively for use by CBRE clients and professionals and all rights to the material are reserved and cannot be reproduced without prior 
written permission of CBRE. 

INVENTORY AT A GLANCE DEFINITIONS 
 
Availability — Space that is being actively marketed and is available for tenant 
build-out within 12 months. Includes space available for sublease as well as space 
in buildings under construction. 

Asking Rent — Weighted average asking rent. 

Concession Values — The combination of rent abatement and T.I. allowance. The 
graph is for new leases for raw space of 10,000 sq. ft. or greater consummated over 
the past 3 months. 

Leasing Activity — Total amount of sq. ft. leased within a specified period of time, 
including pre-leasing and purchases of space for occupancy, excluding renewals. 

Leasing Velocity — Total amount of sq. ft. leased within a specified period of time, 
including pre-leasing and purchases of space for occupancy, including renewals. 

Net Absorption — The change in the amount of committed sq. ft. within a specified 
period of time, as measured by the change in available sq. ft. 

Rent Abatement — The time between lease commencement and rent 
commencement. 

Taking Rent — Actual, initial base rent in a lease agreement. 

Taking Rent Index — Initial taking rents as a percentage of asking rents. This graph 
represents a 6-month rolling weighted average (for size and month). 

T.I. — Tenant Improvements. 

Vacancy — Unoccupied space available for lease. 
 
SURVEY CRITERIA 
 
CBRE’s market report analyzes fully modernized office buildings that total 
150,000+ sq. ft. in Midtown, including owner-occupied buildings (except those 
owned and occupied by a government or government agency). New construction 
must be available for tenant build-out within 12 months. CBRE assembles all 
information through telephone canvassing and listings received from owners, tenants 
and members of the commercial real estate brokerage community. 
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