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Downtown Takes Center Stage
Ongoing news continues to announce the progress and upcoming openings in Lower Manhattan’s growing retail corridor, further ascertaining
that the neighborhood’s shopping district has come into its own. According to a report released by the Downtown Alliance in February,
a total of 76 new stores opened in Lower Manhattan in 2014 as retail leasing continues to fill the over 2 million square feet of new or
repositioned retail space that will open or be in development by the end of 2016.
While several announcements of tenant signings at Brookfield Place’s 250,000-square-foot retail component has regularly filled press pages,
news from Australian-based Westfield Group, operator of the retail at the World Trade Center has been very limited. The 365,000-squarefoot Westfield World Trade Center will spread out between the bases of 3- and 4 World Trade Center, the transit center’s Oculus, and all of
the subterranean passages in between. The World Trade Center Mall comprised of 150 stores and restaurants is expected to open this fall,
and will bring a mix of retail and food options including a 40,000-square-foot outpost of Eataly; a branch of restaurateur Daniel Boulud’s
Epicerie Boulud; and rumors of chef Anthony Bourdain opening his Bourdain Market with 40-50 stalls housing vendors from across the
world at 3 World Trade Center.
The largest of the retail blocks, Brookfield Place and Westfield World Trade Center will be joined by Fulton Center’s 65,000 square feet
of retail that is not expected to be fully occupied until later this year — also being operated by Westfield; the South Street Seaport’s new
Pier 17 currently under construction delivering roughly 365,000 square feet of retail, dining and entertainment that is expected to deliver
in 2016.
In addition to the malls, the Broadway retail corridor below Chambers Street will see the opening of several standalone stores including a
30,000-square-foot Zara; rumors of Zara’s sister company Anthropologie opening a 20,000-square-foot outpost at 195 Broadway, joining
high-end restaurant Nobu as a result of a 14,384-square-foot lease earlier this year; and a 19,000-square-foot Gap which opened in midMarch, all joining Urban Outfitter’s 28,000-square-foot multi-level outpost that opened last year.
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Downtown (cont’d)
Other nearby activity bringing new retail to the neighborhood will be:
The Beekman, 5 Beekman Street – GFI and GB Lodgings redevelopment of the landmark building into a high-end condo-hotel that will
add 2-new eateries — a lounge run by Craft restaurant founder Tom Colicchio; and a 90-seat restaurant run by 30-year restaurateur veteran
Keith McNally, owner of the popular Pastis restaurant that will be re-opening in MePa in 2016.
Battery Maritime Hotel – The boutique 67-key hotel currently under construction atop the landmark 1909 Battery Maritime Building will
offer a rooftop bar and restaurant by Nammos by the Sea, renowned as one of the most famous beach restaurants in Europe located on
the waterfront in Mykonos, Greece.
1 Wall Street – The former Bank of New York Mellon (BONY) building will be repositioned into a
residential rental-condo property with about 350,000 square feet of retail. It has been rumored that
the building will become the future home of high-end department store Nordstrom’s Downtown location in over 250,000 square feet at
the property’s base.
70 Pine Street – The former AIG Life building that is undergoing redevelopment into a residential rental-extended stay
hotel property will have 35,000 square feet of retail at its base, plus a 15,000-square-foot restaurant.
28 Liberty Street formerly 1 Chase Manhattan Plaza – As part of the makeover of the former Chase Manhattan
headquarters, 200,000 square feet of new and repurposed retail at the base and lower levels will be delivered. Recently
it was reported that new ownership Fosun Property Holdings is considering a food market within the retail component,
and has reached out to California-based specialty grocer Trader Joe’s.
A 2014 statistics snapshot released by the Downtown Alliance:
•

Retail asking rents rose 17% over the past year to an average of $265 per square foot according to findings from the Real Estate
Board of New York (REBNY).

•

Retail condominium sales totaled 13 in 2014 equating to an aggregate sum of $174 million — a 120% increase in dollar volume yearover-year.

•

Westfield Group’s completed 2-phase acquisition of the Port Authority’s stake in the World Trade Center retail complex totaled $800
million, valuing the deal at over $4,000 per square foot.

•

Annual spending power in the local market totaled $5.8 million

•

Visitors to the district reached 12.4 million

•

Average annual salary of the 312,000 workers in the neighborhood is $122,000; and average household income of the 62,000
residents in $205,000.
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Brookfield Place Retail - 4 Years in the Making
The final days of March brought the welcomed reopening of the retail at the 4-building, over 8 billion-square-foot complex now known as
Brookfield Place. Nearing the end of a $300 million renovation the over 250,000-square-foot retail within the complex brings a fresh look
to the area’s retail. Filled with abundant natural light streaming through skylights, floor-to-ceiling windows, and the glass-sheathed Winter
Garden, corridors are now filled with a mix of “contemporary” fashion brands and eating options that are richly showcased throughout
creating a unique experience. Some sources have paralleled the makeover at Brookfield Place as symbolic of the new found success of
Lower Manhattan; and its re-opening comes at a time when high-end malls are projected to experience robust net operating income (NOI)
according to reported statistics compiled by real estate and REIT research firm Green Street Advisors.
In today’s world of e-commerce it has become paramount for shopping venues to not only have a top location, but to also
present the kind of heightened experience that will lure shoppers out of their homes. Located along the Hudson River
Esplanade, shopping at Brookfield Place now offers a mix of parks, public spaces, an arts program, a 30,000-square-foot
French-inspired marketplace dubbed Le District that joins its Hudson Eats which opened last summer. Currently 15 of
the 25 confirmed brands have opened, with the others slated to open this summer; and while the opening of the new
3-level, 85,000 square-foot Saks Fifth Avenue is a year away, signage announcing the store’s debut is already quite
prominent for what will be Brookfield Place’s crown jewel.
The repositioning of the retail at Brookfield Place around the idea of food and cuisine, in addition to
the spectacular views of the Hudson River helped attract the Institute of Culinary Education (ICE)
who committed to 71,000 square feet in a 20-year deal announced in the Fall of 2013. Expected to
relocate before the end of March from their approximately 42,000-square-foot facility that spreads across 7-floors at 50 West 23rd Street
in Chelsea, the new space will allow the culinary school to consolidate its facility onto 2-floors. Comprised of 11 kitchens, classrooms,
conference rooms, offices, a library, and a student lounge boasting floor-to-ceiling windows with water views, the facility will also contain
a 550-square-foot hydroponic garden that will supply herbs and vegetables upon slated completion in May. The investment of $1 million in
kitchen equipment plus another $3 million for elaborate ventilation systems represented a major investment by the school which anticipates
that it will take a long time before realizing a return on investment. However the school’s current 750 career student enrollment and 25,000
per recreational class attendance is predicted to rise to 1,000 and 30,000 accordingly.
The decision by ICE to choose Brookfield Place for its new home came after viewing close to 70 buildings. Although some locations came
at lower rents, Brookfield Place offered the atypical opportunity for a vocational school to be located within a Class A office building amongst
a mix of several high-profile tenants.

Sources:

http://www.bloomberg.com/news/articles/2015-03-25/inside-brookfield-place-the-swanky-mall-opening-at-the-world-trade-center
http://ny.racked.com/2015/3/26/8295755/brookfield-place-nyc
http://www.cpexecutive.com/regions/northeast/downtown-manhattans-brookfield-place-celebrates-grand-opening/1004116502.html
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Brookfield Place Retail (cont’d)
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Brookfield Place Retail - Long Awaited Le District Opens
After close to 4-years since Brookfield Office Properties unveiled plans for a $250 million retail renovation, construction walls have been
dismantled to reveal a new food destination for the Lower Manhattan neighborhood. The capital improvement investment has significantly
repositioned the retail component within the 4-building World Financial Center complex that was rebranded Brookfield Place in 2013. Le
District, which is owned by HPH Hospitality Group and being led by restaurateur Peter Poulakakos, has been designed to bring the feeling
of a Paris Street offering a French-themed culinary destination inspired by the 4th arrondissement of Paris1.
Comprised of 4-distinct sections — Café District, Market District, Garden District and Restaurant District, the market spreads across
30,000 square feet, of which 7,000 square feet will be exterior space plus a 520-seat dining zone. Le District will only have one outside
vendor, cookie and candy store La Cure Gourmande, in contrast to the food court Hudson Eats which opened at the complex last summer
and boasts a mix of 14 outside vendors throughout the 35,000-square-foot space with a 600 shared seating area on the 2nd floor.
Recognizing that food is a very important anchor for the fashion stores that are slated to open amongst the 80 shops within the complex,
Brookfield focused their efforts on attracting high-profile food vendors to the over 250,000-square-foot retail space. In addition to Hudson
Eats, Le District, and longtime restaurant P.J. Clarke’s, casual restaurant and sandwich shop Parm will be debuting in 5,000 square feet;
Philadelphia-based Spanish tapas restaurant Amada in 7,500 square feet; and French restaurant L’Atelierde Joël Robuchon in 10,000
square feet have joined the growing roster. Brookfield Place’s offering of over 100,000 square feet of food-related options will complete the
retail experience that is anticipated to become a popular neighborhood destination for both area residents as well as visiting tourists that
have significantly increased in volume since the opening of the World Trade Center Plaza and 9/11 Memorial Museum last May.

Hudson Eats

Hudson Eats

Le District

1

4th arrondissement of Paris - also known as “arrondissement de l’Hôtel-de-Ville”) is one of the 20 arrondissements (administrative districts) of the capital city of France;
and is known for its little streets, cafés and shops.

P.66
P.6

The Changing Face of Lower Manhattan’s Retail
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Developing Trends
British-based Retailers Flocking to the Big Apple
In addition to the advantages of a common language, similar retail opportunities, a large national playing field that more easily facilitates
expansion to other states than across Europe, and a current favorable exchange rate, the U.S. has begun to see heightened investment
and leasing activity by the British. Taking center stage is New York City with its high level of retail sales, rising hotel occupancy, high level
of tourism, 24/7 environment, and eclectic mix of neighborhoods.
Hamleys – The London-based toy retailer founded in 1760 that has survived the competition by big box chains
such as Toys ‘R’ Us, WalMart, Target, and even e-commerce giant Amazon, is reportedly planning to open stores
in New York City and across the U.S.
Penhaligon – The fragrance company that opened its original London shop in 1870, evolving from men’s
grooming to perfume, reportedly began searching for a New York City location last year that is expected to be
officially announced in April.
Primark – The Dublin, Ireland-based retailer, a subsidiary of London’s Associated British Food that offers a wide
range of products for family and home is also expected to open a location in the city, already making their U.S.
debut with a scheduled Fall 2015 opening of a location in Boston, MA according to the company’s website.
Brooks – The leather bike saddle manufacturer founded in 1866 by John Boultbee opened its first London store
in 2013; and is currently seeking a location in the city according to sources.
Burger & Lobster – The London-based mini-chain eatery reportedly began searching for a location
in the city in 2013, leasing 13,000 square feet in a 15-year lease with a 5-year extension at 39 West
19th Street in the Flatiron district. The 2-story, 340-seat restaurant opened at the end of last year.
Other British industries are also beginning to pop-up, hotel brand Firmdale Hotels has begun
excavation for an 86-key, 16-story hotel dubbed the Whitby Hotel at 18-20 West 56th Street (Plaza),
having signed a land lease in 2013 for the property owned by the estate or real estate investor Sol
Goldman. The project will be the husband & wife firm’s second location in the city, having opened the
Crosby Street Hotel at 79 Crosby Street (SoHo) in 2009. Other notable recent activity by British companies includes:
Vodafone - The telecommunications company recently doubled its footprint in the city, leasing 34,408 square feet at Midtown’s 560
Lexington Avenue (Plaza).
Mandarin Consulting – The London-based career consultants specializing in Chinese applicants is currently seeing office space for a
planned summer 2015 occupancy according to sources, currently located in a temporary space at 295 Madison Avenue (Grand Central).
Hamlyn Williams – The growing London-based recruiting firm signed a 4,000-square-foot lease at 80 Broad Street (FiDi) at the end of 2014,
relocating from a temporary space at 17 State Street since 2013.
P.88
P.8

Developing Trends (cont’d)
Starbucks’ New Service Hopes to Deliver Speed & Convenience
Starbucks will be introducing another option to their growing list of new concepts, making it easier for the city’s on-the-go workers to get
their “cup of Joe.” Slated to begin in the second half of this year, the popular coffee chain will be extending its digital strategy by offering
direct to customer delivery service. A test run of the new service has led to the expansion of their location at the Empire State Building,
350 Fifth Avenue where they will create an area dedicated to delivery orders. According to a company spokesperson, Starbucks’ mobile
app which offers a call-ahead option for customers with payments made through their phones, has 14 million users and customers at 650
locations in the Pacific Northwest. The call-ahead service currently generates about 18% of the Seattle, WA-based coffee purveyor’s U.S.
sales, taking some 8 million payments through customers’ phones each week.
The new delivery service will charge customers a flat fee and initially be accessible via Starbucks’ website; but eventually transition to be
available through their mobile app. The company has been very pro-active in taking advantage of today’s mobile network to add new features
in their efforts to boost sales.
In November Starbucks announced plans to introduce 2-new concept stores in Manhattan in an effort to further evolve their brand — a
high-end slow café that will offer coffee connoisseurs an interactive experience dedicated to education while increasing availability of the
company’s small-lot Reserve® coffees; and Grab-and-Go express-type stores offering a streamlined menu with no seating.
The timing for the company’s more aggressive efforts coincides with lease renewals for some of their earliest locations that will be coming
due in the not too far off future. The company may be facing challenges to hold onto premier locations, retail rents having skyrocketed in
the last several years. Currently there are over 200 Starbucks locations that typically average about 1,600 square feet. When the company
entered the New York City market in 1994 they opened 4 or 5 stores during their first year of debut, followed by the next 2-years that saw
a greatly increased rate of openings according to sources.
334 Fifth Avenue – Already the company has reportedly lost the location due to their inability to complete a renewal deal. Located at the
corner of West 33rd Street across from the Empire State Building at 350 Fifth Avenue, the space is currently commanding over $1 million
per year asking rent or about $417 per square foot based on a store size of 2,400 square feet.
156 Columbus Avenue – The Lincoln Center area outpost has reportedly hit the market, Starbucks having been a tenant in the 2,811-squarefoot space at the southwest corner of West 67th Street for 15 years at rents speculated to be about half of today’s current market rate.
41 Union Square West – The approximately 3,190-square-foot store situated on the corner of East 17th Street and Broadway at the foot
of Union Square Park will reportedly be coming to the market in the near future. Starbucks is currently paying $325 per square foot in
comparison to the current expected asking rent of $650 per square foot. Although ownership would prefer to retain the longtime tenant
at a somewhat below market rent, a lease renewal for the space that sits at a highly desirable corner must make good business sense.
1378 Madison Avenue – The Upper East Side outpost at the corner of East 96th Street was under a sublease nearing renewal which
Starbucks was able to retain under a new 10-year direct deal with the landlord at a rent of $325 per square foot. Starbucks will be
expanding their existing footprint of 1,300 square feet to 1,585 square feet as part of the signing.

Source:

http://news.starbucks.com/news/starbucks-closes-teavana-acquisition • https://news.starbucks.com/news/NY-express-format-store
http://ny.eater.com/2015/4/30/8521265/starbucks-launches-first-ever-express-store-on-wall-street
http://www.nydailynews.com/life-style/eats/starbucks-express-opens-wall-street-article-1.2205229
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Starbucks 14 Wall Street

Grab-and-Go Interior Views

Developing Trends - Starbucks (cont’d)
Looking ahead, the prospect of losing locations or downsizing may not present a major problem for Starbucks whose real estate needs
could be changing as they continue to evolve the brand to include tea as well as coffee along with the other recently announced new
concept stores and mobile strategies.
Jumpstarting the 2nd quarter, Starbucks announced the opening of their first-ever Grab-and-Go express café at 14 Wall Street (FiDi) directly
across from the New York Stock Exchange. Although the new concept store debuted with mixed reviews from patrons, the company plans
to open 4 additional express format stores in New York this year as part of the pilot project, banking on New Yorkers’ essential need to save
time and move quickly. In contrast to Starbucks’ typical stores that are “designed in layers, integrating community gathering space, working
environments and immersive coffee experiences” under one roof, the Grab-and-Go stores intend to offer a more streamlined experience.
The new 14 Wall Street outpost measures only 598 square feet — about 1/3rd the size of the company’s typical store; and offers no tables
or seating.

Grab-and-Go Express Store Features:
Point of Sale (POS) positions float via mobile devices carried by a Starbucks employee to better manage wait time by patrons (similar to
a concept that Apple stores employ).
Menus now appear on four low-glare, digital monitors with a set of menu options that are tailored for New York customers perpetually
rotating across the displays. Drink and food options are limited to items that can be made quickly.
Design of the space has been built to the company’s green building LEED standards to create an atmosphere that is both environmental
and aesthetically pleasing with abundant open space so that employees can interact with customers from every point in the store.
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Developing Trends (cont’d)
Starbucks isn’t the only one exploring new ideas to maintain market share, particularly in neighborhoods such as the Flatiron district, Union
Square, and Brooklyn’s DUMBO where the density of startups and co-working space is high. Restaurants are flocking to the tech-heavy
areas and designing their eateries with a focus on attracting the local startup scene.
Tacombi at Café el Presidente, which opened last year at 30 West 24th Street in the Flatiron, has placed tables lower to the floor to
facilitate socialization and lunchtime meetings in a relaxed and casual atmosphere — a concept that has been successful and draws about
25% of the eatery’s lunchtime business from the technology sector.
Darrow’s Farm Fresh Takeout at 115 East 18th Street (Flatiron) provides iPads on each table during lunchtime for customer meal orders
and payments, In addition, the eatery creates food dishes using ingredients primarily purchased from nearby Union Square Greenmarket.
Efforts by restaurant owners such as these have paid off in other ways, some taking advantage of customers’ tech savvy to improve
restaurant operations. A new logistic software system recommended by a neighborhood firm whose employees frequent the Darrow’s
eatery resulted in a significant time-saver. Ownership of Birch Coffee that opened at 21 East 27th Street (Flatiron) in 2009, benefited from
a customer’s suggestion to reformat their website for a better user experience, subsequently leading to the referral by another customer
of a candidate for the task.
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Leasing Activity
Tenants in the Market
FAO Schwarz – The renowned toy store that has had a presence in New York City for 150-years is reportedly
continuing efforts to evaluate lease and renewal options, having placed the 64,000-square-foot flagship store
at the GM Building, 767 Fifth Avenue on the market as a sublease late in 2013. The high-end brand owned
by Wayne, NJ-based retail chain Toys R Us, Inc. since 2009, had exercised an option to renew back in 2011
that would extend their presence at the multi-level space through the end of 2016 or early 2017. Located adjacent to the Apple Store and
its iconic glass cube entry that reportedly draws about 4.6 million people annually, the store has 14,000 square feet of ground level space
with the remainder spread across mezzanine and 2nd floor levels. The store’s entrance is set-back about 150-feet from 5th Avenue.
Currently paying about $260 per square foot for the location at East 58th Street that they have occupied for over 30 years, representing
a figure that is significantly below the average asking rent of $3,420 per square foot for the 5th Avenue corridor between 49th and 59th
Streets according to the Real Estate Board of New York’s (REBNY) Fall 2014 Retail Report. There have been reports that landlord Boston
Properties may negotiate a deal to move FAO Schwarz out earlier, with plans of a major renovation of the space that could result in a unique
opportunity for a single tenant or a division for multi-tenant use.
FAO Schwarz whose history dates back to 1870, is not only the oldest toy store in the United States, but one of the oldest retail
establishments of any kind according to the company’s website; and over the years, their 5th Avenue store has become a must-see
destination for tourists from around the world.
H&M – The trendy Swedish fashion discounter is rumored to be considering a new outpost on the 2nd floor of Lower
Manhattan’s 4 World Trade Center. If a deal moves forward, the store would be located below a newly created Frenchversion of the popular Midtown South Eataly, and directly across the street from competitor Century 21 department store.
In addition, updated news of last fall’s announcement that Seattle, WA-based department store
Nordstrom was exploring the area for a Lower Manhattan store, brings rumors that they are
considering taking over 250,000 square feet at 1 Wall Street. The tower that was recently purchased by Macklowe Properties from the
Bank of New York Mellon (BONY) is slated to be repositioned for residential use offering a mix of rental and condominium units.
Toys R Us – The children’s toy retailer reportedly did not exercise their option to renew their lease
of 110,000 square feet at 1514-1530 Broadway (Times Square), currently paying about half the
current market rate since opening the flagship store there in 2000. The multi-level space boasts
21,000 square feet on the ground level plus 2nd floor, and lower level space currently commanding asking rents of $2,500, $350, and $150
per square foot respectively according to sources. It is anticipated the space will be divided into smaller units of 30,000-50,000 square
feet upon Toys R Us vacating the space. Currently the company is exploring new location options and is rumored to be interested in the
retail space available at the base of Vornado Realty Trust’s Marriott Marquis, 1535 Broadway which boasts the largest LED screen in the
city that went live late last year with Google as its inaugural advertiser. Toys R Us’ lease is set to expire in June 2016 along with other retail
tenants — restaurant Bond 45, Foot Locker, Swatch and Starbucks. Marketing of the space with multiple tenants in mind began in the
summer of 2013, ownership anticipating that Toys R Us would not renew.
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Leasing Activity (cont’d)
Lease Deals to Watch For
The Swatch Group / 2 East 55th Street (Plaza)– The Swiss-based watch retailer is
reportedly rumored to be eying a large portion of the retail condominium located at the base
of the St. Regis Hotel. Efforts to negotiate a lease for a near future possession of the corner
7,600-square-foot duplex space could face several challenges including existing jewelry tenant DeBeers having about 4-years remaining
on their lease. In addition, upscale watch company Tag Heuer just 2-doors down could give rise to a high-level of competition for Swatch
which reportedly intends to use the space for one or more of its upscale brands. The retail condominium is situated on the corner of 5th
Avenue and was acquired by Vornado Realty Trust and Crown Acquisitions last year for $700 million, along with the 17,100-square-foot
retail townhouse at 697 Fifth Avenue and approximately 26,500 square feet of unused development rights.

Lease Deal Highlights
T-Mobile / 1535 Broadway (Times Square) – The cellular service provider has reportedly
leased roughly 4,000 square feet for a new outpost at the corner of West 46th Street at
a reported base rent in the neighborhood of $8 million per year ($2,000 per square foot).
The deal will include signage above the store plus leased space in a band above it. LED signage above the store was also secured for an
additional $5 million. The property which is located within Times Square’s Bow Tie — the junction of Broadway and 7th Avenue between
42nd and 47th Streets, now boasts the largest digital billboard in the city with Google currently leasing its entire upper portion.
DryBar / 270 Madison Avenue (Grand Central) – The popular “blow-dry bar” salon leased
3,050 square feet as a result of a 14-year deal that will bring the national chain’s 9th location
to Manhattan when it opens later this year. The new outpost is comprised of 2,050 square
feet of ground level space and 1,000 square feet of mezzanine space; and boasts 60-feet
of frontage along East 39th Street. The deal brings the building’s total 20,100 square feet of
retail space up to full occupancy, Drybar joining a high-end liquor shop and gourmet graband-go eatery. Asking rent for the space was reportedly $125 per square foot.
Dolce & Gabbana / 155 Mercer Street (SoHo) – The Italian luxury brand will open its 3rd
Manhattan store after signing a lease for the entire 15,000-square-foot building. The former
firehouse which spans 4-levels will become the company’s ‘premier’ location according to
the announcement. Although details of the deal were not released, ground floor rents in the neighborhood are estimated to range $600$800 per square foot. The move to create a 2nd flagship, with existing stores located at 827 Madison Avenue (Upper East Side) and 717
Fifth Avenue (Plaza), has become a growing trend amongst international retailers; making it more convenient for the rising number of
affluent residents in the SoHo area. In addition, luxury retailers have been creating a different shopping experience from their existing
outposts, with some stores being designed to have an almost museum-type component or feel within the neighborhood that has become
a combination of “ultra-luxury” and “chic-affordable” retail mix.

New to Market
81 Spring Street (SoHo) – The 3-level, 14,500-square-foot space located at the corner of Crosby Street is being marketed at a reported
asking rent of $2.5 million per year. The space which divides 4,500 square feet of the ground level space, 5,600 square feet of basement
selling space, and 4,400 square feet of sub-basement storage area breaks down to $450 per square foot and $90 per square foot for the
ground level and basement selling space respectively. While the figure is significantly lower than the average asking price of $830 per
square foot along SoHo’s Broadway retail corridor according to the Real Estate Board on New York’s (REBNY) Fall 2014 Retail Report, it is
triple the figure that the area commanded when current tenant the Museum of Modern Art Design Store moved into the space 13-years
ago. Although MoMA is currently in negotiations to secure a renewal for the lease that expires in July 2016, it is uncertain as to whether
or not a deal at the higher rent will be financial feasible for the museum store.

Source:

http://news.starbucks.com/news/starbucks-closes-teavana-acquisition
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Sale Activity
New to Market
Brill Building, 1619 Broadway (Times Square) – The partnership of Allied Partners and Brickman have introduced a 45,000-square-foot
retail condo spread across the building’s basement, ground, and 2nd- through 4th floors to the market in March. The reported asking price
of $225 million ($5,000 per square foot) would represent a figure that is $40 million above the $185.5 million the partnership paid in 2013 for
the entire 175,000-square-foot property. Located 2-blocks north of Times Square’s Bowtie, where average asking rents for retail space have
risen to $2,317 per square foot according to REBNY’s Fall 2014 Retail Report. To sweeten the deal, approvals have already been secured for
the installation of LED signs along the lower façade of the landmarked property. Rights to the operation of the signage will belong to the
purchaser to be used for a retail tenant or sold for ad space that has drawn heightened potential cash revenue for landlords in the Times
Square corridor.

Retail Sales to Watch for
549-555 and 557-559 Broadway (SoHo) – A partnership of Madison Capital and an undisclosed investor reportedly won the bid to acquire
the approximately 32,000 square feet of retail space that spans the 2-connected buildings owned by publishing company Scholastic for
$400 million ($15,825 per square foot based upon the ground level space). The space is comprised of 25,275 square feet and 6,000 square
feet on the ground and lower levels respectively. Fashion firm Hugo Boss currently occupies 9,075 square feet in a lease that extends
through 2020; cosmetics retailer Sephora occupies 8,800 square feet through 2023; and 7,400 square feet of newly created retail space at
557-559 Broadway that is vacant as a result of Scholastic relocating their lobby to Mercer Street last year. Sources indicate that asking rents
for the new ground level space will likely exceed $1,000 per square foot. As part of the deal, an additional 24,500 square feet that spreads
across the entire 2nd floor plus an unspecified portion of the 3rd floor could be vacated by the publisher for conversion to retail use. It has
not been verified if any contract has been signed yet by Madison Capital.
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Sale Activity (cont’d)
Retail Property Sales
160-162 Lexington Avenue (NoMad) – A group of investors led by real estate firm Walter & Samuels chairman David I. Berley acquired the
7-story, 22,000-square-foot building for $24.5 million ($1,114 per square foot) from Lexington Landmark Properties in an off-market deal.
Currently home to high-end, multi-level fashion retail and concept store Dover Street Market who reportedly invested million to renovate
the space upon leasing it in 2012 through a 15-year net deal. The former Touro College building last traded in 2006 for $8.2 million ($373
per square foot), sitting vacant for several years prior to the Dover Street deal.
40 East 20th Street (Flatiron) – David I. Berley, chairman of real estate firm Walter & Samuels acquired the 1,921-square-foot ground level
retail condominium for $4.7 million ($2,447 per square foot) from Diamond Properties. Situated at the base of a 7-story landmarked residential
condominium, the unit that includes 1,620 square feet of basement space is currently occupied by champagne bar and lounge Flûte.
41-43 Greene Street (SoHo) – Thor Equities acquired the vacant 3,750-square-foot retail co-op unit for $10.5 million ($2,800 per square
foot) in March from Italy-based mosaic company Bisazza in an off-market deal. Situated at the base of a 24,922-square-foot mixed-use
building between Grand and Broome Streets, the unit offers a classic cast iron storefront and over 30-feet of frontage along Greene Street.
The purchase reportedly makes it the eighth retail location along Greene Street currently owned by the company.
497 Broome Street (SoHo) – John Dee Corp. purchased the 4-story, 5,700-square-foot property that was the former home of The Original
Teddy Bear Factory for $18.75 million ($3,289 per square foot) from the A.M. Properties and Quality Capital. The sale was transacted under
a 1031-exchange, John Dee having sold a Met Food supermarket building at 197-205 Smith Street in Brooklyn’s Cobble Hill neighborhood
in November. The fully leased property is comprised of 1,200 square feet each of ground and lower level selling space with 4,500 square
feet of office space above. The retail space will be fully occupied by Korean lifestyle brand Zazen Bear and is expected to open later this
year as a result of a recently signed 10-year lease, joining fashion house Feldspar Brook & Co, public relations firm Astrsk PR, and salon
Art Autonomy.
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Sale Activity (cont’d)
261 Broadway aka 2-6 Warren Street (TriBeCa) – The Long Island-based Doria family has purchased the approximately 13,800-squarefoot retail condominium comprised of 8,800 square feet of ground level space and 5,000 square feet of basement space for $22 million
($2,500 per square foot) from Florham Park, NJ-based Klein Group in an off-market deal. A Bank of America branch occupies about 50%
of the unit, the remainder of which is currently vacant. Other recent activity by the Doria family, founders of gourmet grocery Grace’s
Marketplace, include the sale of a 2,727-square-foot retail condominium at 90 Prince Street for $49 million ($17,968 per square foot) to Sitt
Asset Management in October.
70-72 Reade Street aka 112-114 Duane Street (TriBeCa) – New Jersey-based office landlord ML7 acquired the pair of mixed-use
condominiums totaling 32,000 square feet for $18 million from long-time owner MacKenzie Door Company. The company plans to convert
the roughly 8,000-square-foot 2nd floor office unit into 2-residential condos featuring 14-foot ceilings and cast-iron columns with the
remaining 24,000 square feet spread across the first floor and lower levels remaining commercial use.
121-133 Hudson Street aka 49-53 North Moore Street (TriBeCa) – Centurion Realty purchased the 33,500-square-foot retail condominium
at the base of the residential condominium dubbed The Northmoore for $30 million ($2,143 per square foot) from White Plains, NY-based
American Real Estate Holdings in an off-market deal. The fully leased unit is comprised of 14,000 square feet of ground level space and
a 19,500-square-foot basement currently occupied by long-term lease tenants Mr. Chow, a Citibank branch, and daycare center Bright
Horizons. The site which originally included 4 industrial buildings was converted in 1999 to a single, 6-story condominium by developer
Greystone.
108 Chambers Street (TriBeCa) – Greystone Property Development purchased the 2,000-square-foot building situated at the southwest
corner of Church Street with an A, C, 2, 3 subway station entrance directly in front for $17 million ($8,500 per square foot) from Askenazy
Acquisition Corp. Currently divided into 2 retail units, recent leases signed prior to the sale will fill the retail space for another 10-years.
However the property that includes about 12,000 square feet of unused residential development rights could give rise to potential future
redevelopment. According to city records the property last traded for $6.1 million ($3,050 per square foot) in 2013 under the entity 108
Chambers Retail LLC.
200-206 East 62nd Street aka 1033-1049 Third Avenue (Upper East Side) – Acadia Realty Trust acquired the 11,000-square-foot retail
component situated as the base of the 30-story residential tower dubbed The Wellington for $15 million ($1,364 per square foot) from
O’Connor Capital Partners. Simultaneously, Arcadia also acquired the building’s 19,250 square feet of office space and garage for $14
million ($727 per square foot) and $22 million respectively. French shoemaker Arche and women’s clothier Variazioni are amongst the
current retail tenants within the space that primarily fronts Third Avenue. O’Connor Capital had purchased the 30-story, 241,274-squarefoot rental building last March for $240 million, and plans to convert the 120-units into condominiums sometime this year.
1273-1281 Madison aka 47 East 91st Street (Upper East Side) – The Doria family acquired the 8,000-square-foot retail condo for $30
million ($3,750 per square foot) from the partnership of Madison Capital and Prudential Real Estate Investors. Situated at the base of a
10-story residential building in the Carnegie Hill neighborhood, the unit that is currently occupied by a Citibank branch last traded for $20.3
million ($2,583 per square foot) in 2013.
27 West 72nd Street (Upper West Side) – JTRE Holdings purchased the 9,600-square-foot retail condominium for $9.5 million ($1,319
per square foot) from the Stellar Management affiliated entity Stellar 85 LLC. Situated at the base of the 16-story, pre-war residential
condominium dubbed the Alcott, the unit is comprised of 7,200- and 2,400 square feet of ground and lower level space respectively.
Currently built-out as a restaurant, the recently vacated space reportedly served as the first outpost for barbecue eatery Dallas BBQ upon
making their New York City debut in 1978.
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Shrinkage & Expansions
Mass-Market Retailers - An Outlook
Mid-tier apparel retailers continue to face increasing challenges as today’s middle class continues to shrink. Latest statistics from the U.S.
Census Bureau reportedly revealed a trend of middle class wages stagnating with a 2nd consecutive year of insignificant change following
2 consecutive years of annual decline. The 2013 median household income in the U.S. of $51,939 — adjusted for inflation, represents an
8% reduction from the 2007 figure; and 9% less than the peak figure reached in 1999. High-end and low-end retailers are flourishing,
exemplified by luxury brands Ralph Lauren and Tory Burch’s continued introduction of new products; and discount-fashion chains such as
H&M and Forever 21 reportedly expanding. However mid-tier companies such as Kate Spade Saturday, C. Wonder, Delia’s, Wet Seal and
Caché have closed hundreds of stores since last fall.
Heightened competition from specialized e-commerce companies offering an overflowing variety of products and prices, with comparatively
reduced overhead than that which is typically associated with large brick-and-mortar chains, has further diminished mid-tier retailer sales.
Although today’s highly educated and more economical consumer will stretch their budget to purchase the latest mobile technology which
has become considered an essential in today’s world, they will likely shop around for the best deal on a clothing item that can have a wide
spectrum of pricing amongst the multitude of retailers offering a similar product; caring more about price rather than brand.
In an effort to reverse the downward slide of revenue, some mid-tier retailers are offering steep discounts, closing underperforming stores,
or developing new store concepts. Department store Macy’s will reportedly be investing an additional $100 million in capital spending in
2015 for both new store concept development and international growth.
The recent surge of failing middle-market retail closures is the fault, according to some sources, of an influx of new entrants into the retail
market at a time when retail wasn’t really flourishing; introducing too wide an array of product to a very wide audience, rather than focusing on
a single stand-out product and allowing it to reach a level of success before expanding with additional categories of product to a wider market.
In today’s world of increasing inflation on everyday essentials such as housing, groceries and education, disposable income for many has
significantly diminished. Furthermore with the continued instability of consumer confidence, mid-tier retailers will need to introduce more
eye-catching products to retain market share.

Sources:

http://www.census.gov/library/publications/2014/demo/p60-249.html
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Shrinkage & Expansions (cont’d)
Laundromats Fading into Obsolescence
As technology continues to take on new directions adding further convenience of mobile “apps” to onthe-go city, coin-operated, self-service laundromats that used to boast an outpost on almost every city
block are on a downward trend as the number of licensed locations begins to diminish. According the
reported statistics from the Department of Consumer Affairs, there was a 10% drop as of February in
the number of licensed laundromats throughout the city in part due to local startups FlyCleaners and
Cleanly that offer on-demand pickup and delivery services. Of the total 2,750 licensees, fewer than
400 are located in Manhattan. In contrast, businesses that accept laundry for off-site washing and dry
cleaning have increased by 9% over the last 10 years to 1,744. Rising rents and start-up costs with from
scratch build-outs for coin-operated facilities reportedly reaching as high as $400,000, have significantly
impacted the industry. In an effort to reverse the trend, some are converting to the more lucrative fullservice wash, dry, and fold drop-off model along with the introduction of an online system for added
customer convenience.

Looking to Expand
Chick-fil-A – The Atlanta, GA-based chicken sandwich chain will be making its debut in the city this
summer as a result of a 5,000-square-foot lease announced in March. The 3-level outpost comprised of
about 2,200 square feet on each of the ground, 2nd floor and basement level is located at 1000 Sixth
Avenue on the corner of West 37th Street. The 48-year old company has been operating a tiny outpost
within a food hall of New York University’s campus for several years, but the recent deal will establish the
chain’s first standalone restaurant which according to a company spokesperson is expected to be the first
of many to come in 2015 and 2016. The asking rent for the ground level space was reportedly $450 per square foot.

Looming Closures
Caché – The women’s clothing retailer founded in Miami in 1976 filed for Chapter 11 in February, shuttering
its 3-story, 43,100-square-foot distribution facility at 256-260 West 38th Street as a result. The company’s
assets will be sold to Great American Group, a subsidiary of Los Angeles, CA-based B. Riley Financial as a result of a winning $18 million bid.
Closure of the 153 stores located across the U.S., U.S. Virgin Islands, and Puerto Rico have begun, with 3 located in New York City — 1144
Third Avenue (Upper East Side), 10 Columbus Circle (Columbus Circle), and 2655 Richmond Avenue in Staten Island. The announcement
follows other recent bankruptcy announcements by electronics retailers RadioShack and women’s clothing and accessory retailer C.Wonder.
MakerBot – The Brooklyn-based 3-D printing pioneer that was reportedly lauded as triggering a tech-driven revival of
manufacturing in the city has lost some steam. Opening their first outpost in the city at 298 Mulberry Street (NoHo/
NoLita) in November 2012, a recent slowdown of interest by consumers to purchase the printers has prompted staff
layoffs and the closure of its 3-retail stores, while the company works to reorganize. Founded in 2009 in Downtown
Brooklyn, MakerBot was acquired by Minneapolis, MN-based Stratasys Ltd. for $403 million in 2013. Significant
expansion followed with U.S. stores openings in Manhattan, Boston and Greenwich. A 55,000-square-foot facility in
Sunset Park’s Industry City is expected to be retained; and MakerBot’s larger version printer will continue to sell at
Home Depot and Sam’s Club.
Pearl River Mart – The popular Chinese department store at 477 Broadway in SoHo will be shuttering when the 44-year old retailer’s lease
expires at the end of the year; adding its name to the roster of longtime brick-and-mortar tenants falling victim to rising rents and e-commerce
competition. A tenant at the location for 12-years, Pearl River is currently paying over $100,000 per month for the 30,000-square-foot space
that spreads across the ground, 2nd, and basement levels. It is anticipated that the rent could rise to over $500,000 per month when their
lease expires. While negotiations with ownership are ongoing, they are currently seeking smaller locations south of Canal Street while
continuing to generate sales through the company website.
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Notable Retail Transactions
Lease
Address

Submarket

District

Sq. Ftge

Tenant

195 Broadway

Downtown

World Trade Center

14,384

Nobu (relocation)

155 Mercer Street

Midtown South

SoHo

15,000

Dolce & Gabbana

841-853 Broadway

Midtown South

Union Square

15,000

Capital One

234-240 East 54th Street

Midtown

Midtown East

20,500

Blink Fitness

10 West 56th Street

Midtown

Plaza

16,000

John Barrett Salon

252-258 West 37th Street

Midtown

Penn Plaza

9,800

District Tap House

231 West 39th Street

Midtown

Penn Plaza

9,355

AKOO Clothing

270 Madison Avenue

Midtown

Grand Central

3,050

Drybar

2085 Broadway

Uptown

Upper West Side

24,985

Bloomingdale’s Outlet Store

1231 Third Avenue

Uptown

Upper East Side

10,700

BFX Studio

Address

Submarket

District

121-133 Hudson Street

Downtown

261 Broadway

Downtown

41-43 Greene Street

Midtown South

SoHo

Sales
Sq. Ftge

Sold Price

TriBeCa

33,500

$30,000,000

Centurion Realty

TriBeCa

13,800

$22,000,000

Doria Family

3,750

$10,500,000

Thor Equities (co-op)

40 East 20th Street

Midtown South

Flatiron

200-206 East 62nd Street

Uptown

Upper East Side

27 West 72nd Street

Uptown

Upper West Side

9,600

$9,500,000

1273-1281 Madison Avenue

Uptown

Upper East Side

8,000

$30,000,000

The Mid-Quarter Retail Report is produced by:
Jamie Mason | Director of Marketing & Research
ABS Partners Real Estate, LLC

1,921

$4,700,000

11,000

$15,000,000

Purchaser

David I. Berley
Acadia Realty Trust
JTRE Holdings
Doria Family
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For More Information Please Contact:
212.400.6060

•

www.absre.com

200 Park Avenue South, 10th Floor, New York, NY 10003

We Build Partnerships That Last
Although the information furnished is from sources deemed reliable such information has not been verified and no express representation is made nor is any implied as to the accuracy thereof. Sources: CoStar Group, The
Real Deal, Crain’s New York Business, The New York Times, New York Post, New York Yimby, and Commercial Observer

