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Looking Ahead
Finance Department’s Tentative Assessment Roll Takes High Retail Rents into Account
Consumers are not the only ones attracted by the luxury offerings along the city’s prime 5th Avenue retail corridor between 48th and
59th Streets where activity has raised retail rents. The city’s Department of Finance is getting in on the action, prompting the agency to
increase tax assessments on some of the high-profile properties. A tentative tax roll released last month for the 2016-2017 tax year brings
the total market value of New York City’s real estate to over $1 trillion — reportedly for the first time. The overall taxable assessed values
for the city would increase 8.10%. Brooklyn’s assessed values accounted for the sharpest rise of 9.83% from FY 2015/2016, followed by
Manhattan’s 8.47% increase.
Although some properties along the 5th Avenue corridor had a reduction in valuations the properties were primarily office, not retail
according to a reported analysis of the tentative tax roll details. Building owners have the opportunity to appeal the increase; but an
unexpected rise in market value — and hence real estate taxes, will negatively impact the building’s bottom line and value. Typically
tenants incur the burden of most of the tax increases from the time the lease is signed, and the landlord pays the taxes that existed before
the signing; but in some cases the tenant increase in capped, leaving the burden of the additional expense on the landlord.
The largest increase in property valuations for FY 2016/2017 between 48th and 59th Streets were reportedly:
•

666 Fifth Avenue – The 2-retail condo units sit at the base of the 41-story tower that spans the entire block-front between West 52ndand 53rd Streets. Increased valuations reflect a 95% increase for both units.
–

Unit 1 – The 36,474-square-foot unit is owned by Spain-based Inditex upon acquiring it in 2011 for $324 million; and currently
houses the flagship outpost for their Zara brand.

–

Unit 2 – The 40,724-square-foot unit is owned by Vornado Realty Trust upon acquiring it in 2012 for $707.82 million. Current tenants
are clothing brands Hollister, Uniqlo and Swiss watchmaker Tissot.

•

724 Fifth Avenue – The 13,648-square-foot condo unit between West 56th- and 57th Streets is owned by SL Green Realty and
investor Jeff Sutton. Fashion brand Prada is currently housed in the space through 2028.

•

650 Fifth Avenue – A 49-year leasehold of the 32,000-square-foot retail component at the base of the 36-story tower was secured
by GL Green Realty and investor Jeff Sutton in 2013 for reportedly $326 million. Located at the corner of West 52nd Street, the retail
spreads across the basement, ground-level, 2nd and 3rd floors. Currently 17,000 square feet remains vacant upon fashion retailer
Juicy Couture’s parent company Fifth & Pacific Co. negotiating a $51 million lease buyout in 2013. Remaining tenants are chocolatier
Godiva and a Devon & Blakely eatery. The 395,000-square-foot building made headlines due to its seizure by the U.S. Government in
2013; and was expected to be put up for sale.
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Looking Ahead (cont’d)
Finance Department (cont’d)
•

647-649 Fifth Avenue / 693-703 Fifth Avenue – The 5-story townhouse adjacent to the St. Regis Hotel between East 54th- and
55th Streets is co-owned by Vornado Realty Trust and Crown Acquisitions. The partnership had acquired the commercial building in
2014 along with the 24,700-square-foot retail condo at 693-703 Fifth Avenue (aka 2-12 East 55th Street) situated the base of the St.
Regis plus additional air rights for reportedly $700 million. The property currently serves as home to luxury leatherwear brand Bottega
Veneta, a division of Kering, through a lease expiring this year.
Recent news announced that the luxury brand will be relocating its New York City headquarters to Lower Manhattan’s 33 Whitehall
Street. While the townhouse will potentially see a 56% increase in value, the adjacent condo at the base of the St. Regis increased
less sharply by 30%; and is currently home to Tag Heuer and DeBeers with expectations of 2-Swatch brands including Harry Winston
to replace DeBeers as a result of a 14,700-square-foot lease announced in December.
Comparative Valuations
FY 2015/2016 and Tentative FY 2016/2017
FY 15/16 Final

FY 16/17 Tentative

666 Fifth Avenue
Unit 1
Unit 2

$79,807,209
$86,038,791

$155,680,022
$167,835,978

95%
95%

724 Fifth Avenue

$58,866,720

$93,465,000

59%

647-649 Fifth Avenue

$30,260,000

$69,421,000

56%

$114,304,000

$215,220,000

47%

30,472,000

$39,647,000

30%

650 Fifth Avenue
693-703 Fifth Avenue

Change

Overall New York City Assessment and Market Value Profile
Borough

# of Tax Lots
FY 15/16
Final

FY 16/17
Tentative

Full Market Value
Change

FY 15/16
Final

FY 16/17 Tentative

Taxable Assessed Value
Change

FY 15/16 Final

FY 16/17
Tentative

Manhattan

141,628

144,188

1.81%

389,709,951,020

426,020,185,425

9.32%

Bronx

102,557

102,565

0.01%

58,474,39,550

61,948,751,032

5.94%

10,474,799,698

10,975,620,884

4.78%

Brooklyn

320,562

321,603

0.32%

228,447,470,902

264,987,050,280

15.99%

24,258,542,038

26,643,543,934

9.83%

Queens

356,785

357,326

0.15%

232,108,776,009

255,109,040,580

9.91%

27,664,912,696

29,524,827,249

6.72%

Staten Island

129,819

129,668

-0.12%

60,689,803,716

63,908,844,334

5.30%

5,472,792,896

5,756,539,372

5.18%

1,051,351

1,055,350

910,956,099,671

1,071,973,871,651

Totals

127,314,349,198 138,103,243,521

Change
8.47%

195,185,396,526 211,003,774,960

Class 4 Taxable Assessment and Market Value Profiles
Borough

# of Tax Lots

Full Market Value

FY 15/16
Final

FY 16/17
Tentative

21,087

21,277

9,666

9,646

Brooklyn

32,556

32,794

Queens

27,494

27,693

5,571

5,816

4.40%

96,374

97,226

Manhattan
Bronx

Staten Island
Totals

Sources:

Taxable Assessed Value

FY 15/16
Final

FY 16/17
Tentative

0.90%

190,456,787,560

206,451,777,517

-0.21%

11,972,602,834

12,811,657,841

0.73%

23,958,998,469

27,007,633,441

12.72%

0.72%

30,351,894,047

32,765,907,105

7.95%

5,144,984,131

5,722,185,969

11.22%

1,814,078,076

261,885,267,041

284,759,161,873

Change

http://www1.nyc.gov/site/finance/taxes/property-assessments.page#roll
http://www1.nyc.gov/assets/finance/downloads/pdf/16pdf/fy17_tentative_roll_summary.pdf

FY 15/16
Final

FY 16/17
Tentative

8.40%

72,325,415,246

77,995,066,728

7.84%

7.01%

3,879,970,474

4,026,276,950

3.77%

7,862,200,201

8,742,008,538

11.19%

10,156,371,580

11,026,558,507

8.57%

1,979,570,875

9.12%

Change

Change

96,038,035,577 103,769,481,598

P.33
P.3

Looking Ahead (cont’d)
NYC Comptroller’s Office: NYC Quarterly Economic Update 4Q15
The report released in February revealed a continued positive growth of the city’s economy during the 4th quarter; in contrast to the
nation’s economy which stalled, in part due to a decline in private investments and exports. Overall growth in New York City for the entire
year of 2015 was at a faster rate than in 2014. Payroll job creation remained strong, however low-wage sectors accounted for the majority
of new jobs created.
4th Quarter 2015 - Key Economic Indicators
NYC Compared with U.S. for 3Q15 and 4Q14

Gross City Product (GCP)*
Gross Domestic Product (GDP)*
Payroll-Jobs Growth*
Personal Income Taxes (PIT) Withheld, Growth**
Inflation Rate*
Unemployment Rate***

NYC
U.S.
NYC
U.S.
NYC
U.S.
NYC
U.S.
NYC
U.S.

3Q15

2Q15

3Q14

2.5%
0.7%
1.1%
2.0%
1.8%
1.8%
0.6%
0.5%
4.9%
5.0%

2.5%
2.0%
2.7%
1.9%
7.9%
6.3%
0.1%
0.1%
5.4%
5.2%

5.0%
2.1%
1.2%
2.3%
11.7%
8.2%
0.8%
1.2%
6.5%
5.7*

*Seasonally adjusted annual rate
**Not seasonally adjusted
*** Seasonally adjusted

•

Venture Capital Investment (VC) – Totaled about $1.6 billion for the New York metro area in the 4th quarter, representing a 34%
increase year-over-year; and the highest level since the dot-com boom in the 4th quarter of 2000. VC funding was spread across 108
deals in the New York metro area, a figure that is almost unchanged from the 109 deals record in the 4th quarter of 2014. Total VC
funding for the entire year of 2015 totaled over $7.3 billion spread across 512 deals, the 2nd-highest since the $10.2 billion spread
across 512 deals in 2000. The New York metro area accounted for 12.4% of national VC investment.

•

Hospitality Market – The city’s hotel occupancy incurred a moderate decline during October and November 2015, falling 1.1% from
the year-over-year average of 91.1%. Average daily room rates also lowered during the same period to $333 as compared to $341 the
previous year.

Sources:

http://comptroller.nyc.gov/wp-content/uploads/documents/Q_Econ_Update_4Q15.pdf

P.44
P.4

Looking Ahead (cont’d)
2016 - A Tone of Caution Prevails
Forecasting the direction of the U.S. economy has become a heightening challenge, no longer following the predictable 40-month period
for a complete economic cycle to transpire as it did on average in the 30-year period prior to the founding of the Federal Reserve in 1913
according to sources. Although the increased regularity of modern era recessions and longer lasting periods of expansion has made it
difficult for economists to forecast what to expect in 2016, most will concur that we are likely nearing the end of an expansionary period
for the current economic cycle. Some market concerns that have been pointed out include:
•

Baby Boomers – The Americans born between 1946 and 1964 which had a positive economic impact on the expansion periods of the
1980s and 1990s have now created a strain on pensions, social security, and the healthcare system as a result of the longer living,
longer-working generation.

•

Leverage – After 6-years of near-zero interest rates potential of investors being overleveraged arises as a result of the high-volume
of mortgages and re-financings being originated, as well as commercial mortgage-backed securities (CMBS) issued on real estate at
historic high prices and valuations. An unforeseen sharp reduction of real estate prices could once again lead to wide-spread negative
equity positions or defaults.

•

Interest Rates – The Federal Reserve took initial steps in December to increase its benchmark interest rate, generally the fastest
way for the Fed’s to reset according to sources. In 2014, the Fed’s also brought a closure to economic stimulus efforts through the
quantitative easing (QE) bond buying program. Despite signs of economic growth and recovery, it has been slow and unsteady. As the
Fed’s continue to gradually raise rates, low wage growth and low inflation must be carefully factored in when attempting to determine
the level of rate hikes that can be sustained.

•

Europe – The situation throughout the continent reportedly remains unclear as Britain considers departing the European Union1
“Brexit;” and Greece possibly abandoning the Euro “Grexit.” Attempts to forecast a future outlook is challenged by the numerous
political and economic drivers amongst the 19-countries that make up the Eurozone. However a big failure in Europe could reportedly
have immediate devastating effects on the world markets.

•

Emerging Markets – Countries Brazil, Russia, India and China (BRIC) are currently incurring economic downturns potentially putting
companies at a loss for new growth markets upon stagnating demand in the West. Brazil’s debt was downgraded in late 2015 by
one of the big credit-rating agencies; Russia stifled by international sanction tightening restrictions on major Russian state banks and
corporations; China’s sharp devaluation of the renminbi triggering the country’s stock market crash; and India which despite fairing the
best amongst the BRICs, recently downgraded the country’s projected growth rate through March by 1%.

•

U.S. Dollar – Despite the positive implications of the increasing strength of the U.S. dollar, a steep spike in value could potentially be
triggered by China’s ongoing currency devaluation and stock market interference; and reportedly give rise to serious repercussions
for U.S. manufacturing firms that would potentially face significant exposure on repatriating (converting to U.S. dollars) earnings
generated abroad. In addition, although signs of a slowdown have yet to surface, continued appreciation of America’s currency could
dampen tourism which would further hurt both the hotel and retail markets that have already begun to soften.

•

Oil Supply – The drop in oil prices to a record low for the past 10-years has hit the energy sector hard according to reports. Job cuts
by larger energy producers could lead to a growing number of home foreclosures in energy-heavy states.

•

Politics – Presidential election years always create a cloud of uncertainty regarding long-term policy implications. Despite 5-years of
a moderately stable economy and steady job growth, a new president with an unclear or aggressive agenda could be detrimental to
our economic stability and ongoing recovery.

1

European Union: a group of European countries that participates in the world economy as one economic unit and operates under one official currency, the euro.
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Green Manufacturing Center - New Lab

Looking Ahead (cont’d)
City Bolster’s Efforts Aimed Toward Tech Job Creation
The city’s commitment to increase jobs in the technology sector and expand efforts in urban problem-solving will give rise to the
opening of 2-new hubs this summer, as part of the new program called UrbanTech NYC being overseen by the Economic Development
Corporation (NYCEDC). A $7.2 million commitment has been made by the city, to be allocated over a 10-year period; and primarily used for
programming. The city anticipates that about 30 companies totaling up to 700 employees will submit applications for space at the new
hubs; and companies that are selected will sign leases that will be reviewed annually.
The 2-locations will be about 50,000 square feet each; and intended to cater to companies that are too large to be housed in incubator
space, but not financially able to afford market-rate office space. The new hubs referred to as “step-out-spaces” will offer space at
affordable rents and provide access to manufacturing software such as 3-D printers for prototypes, educational programs, and display
space for created products. Landlords of both locations — the Brooklyn Navy Yard Development Corporation and Milstein Properties will
subsidize rents at their respective hubs, but it is projected that the centers will eventually become self-sustaining.
•

Brooklyn Navy Yard – The space dubbed The Hub @ New Lab will be operated by New Lab and focus on companies that produce
physical products aimed towards solving problems associated with transportation and energy and utility use in large cities. New Lab
already runs a similar facility for smaller, fledgling firms within the Navy Yard in an 84,000-square-foot space created by New York City
developer Macro Sea; and located within the new $55 million, LEED Silver-certified Green Manufacturing Center, a $60 million dollar
adaptive reuse of a former 215,000-square-foot machine shop building.

•

335 Madison Avenue – The space located at the Midtown office building will be operated by Grand Central Tech, which already runs
a separate tech incubator at the tower; and will also focus on companies that produce software and city-focused products.

In addition, UrbanTech NYC will absorb the existing incubator Urban Future Lab which opened in March 2014 at 15 MetroTech in Downtown
Brooklyn’s Tech Triangle. Currently operated by the NYCEDC in partnership with New York University, the 10,000-square-foot facility houses
up to 20 companies focused on energy efficiency, climate adaptation, resilience, and other technologies that are geared towards helping
cities become smarter and more sustainable.

New York City’s Population Nears 2020 Projections
The population in the city continued an upward trend according to recent news. Reported data compiled as of July 1 by the American
Community Survey, an ongoing statistical survey by the U.S. Census Bureau that compiles vital information about the nation and its
people, revealed an increase of 55,211 people bringing the population throughout the 5-boroughs to 8,550,405; and just 502 people shy
of the official 2020 projection. The latest figure represents a nearly 5% increase from the 52,700 increase in population between 2012 and
2014. Queens led the way with the largest gain of 16,700 people, followed by Brooklyn’s gain of 16,015, and a 13,687 people gain in the
Bronx. Manhattan and Staten Island trailed behind with more moderate gains of 7,552 and 1,257 people respectively. A leader for national
growth when comparing New York City with other metro regions across the country, the city’s ongoing rising numbers provide a further
sign that the region’s economic health is stable or improving.

Sources:

http://www.nycedc.com/program/urban-future-lab
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Looking Ahead (cont’d)
City’s Tourism Numbers on Track to Reach 67 Million by 2021
Statistics compiled by New York City’s tourism-marketing agency NYC & Company revealed that despite the unsettled global economic
situation, the city boasted at total of 58.3 million visitors. Numbers are forecast to increase by 2.4% year-over-year to reach a total of 59.7
million, putting the city on pace to reach its goal of 67 million by 2021. One factor that is crucial to continue to attract visitors and keep
tourist activity at current levels is the city’s ability to convey assurances that it is safe, particularly at a time when acts of past terrorism
linger in people’s minds.
Ongoing marketing campaigns which intensified during the Bloomberg administration resulted in a previous goal set of 57 million being
reached 4-years early, the de Blasio administration increasing the figure for 2021 by 10 million. China, which is the 4th-largest source of
foreign visitors, accounted for a preliminary estimate of 850,000 visitors in 2015; and despite the country’s softening economy, NYC &
Company projects the number to increase by about 8.2% this year with a goal of reaching 1 million by 2018.
The city’s ongoing global marketing has a current budget of about $35 million. A portion of the budget’s funding is provided by the city
government which has projected an increase of its contribution to over $18 million this year. The remainder of the funding is secured from
the agency’s membership comprised of hotel operators and other tourism-related businesses. Tourism has become a crucial component
of New York City’s economy, delivering high returns in exchange for the investment. While Manhattan has been the recipient of the highest
numbers of visitors, making it very crowded in some areas, more recent marketing campaigns are putting an emphasis on the other outerboroughs hoping to shift some of the volume.

Sources:

http://www.nycandcompany.org/communications/nyc-company-unveils-tourism-forecast-of-59.7-million-visitors-in-2016

P.77
P.7

Oculus’ Main Interior Concourse

In the News: Santiago Calatrava’s Oculus “Soft” Opening
The long awaited opening of the “bird-like” structure that has been spreading its wings at the World Trade Center complex finally arrived
on March 3rd amid mixed reactions and comments. The project incurred several construction staging challenges in part due to the Port
Authority of New York & New Jersey (PANYNJ) deciding to maintain service throughout construction of the PATH’s 50,000 daily commuters
and those on the 1-subway line. As a result of several delays and the passing of 12-years since its design was unveiled in 2004 — 7-years
longer than originally estimated, the project’s cost ballooned from an initial estimate of $2.2 billion to $3.7 billion; plus additional recovery
costs due to damage in the aftermath of Hurricane Sandy in 2012.
The roughly 800,000-square-foot structure is the center section of the subterranean passageway that will reportedly deliver the most
integrated network of underground pedestrian connections in New York City, extending from Brookfield Place along the Hudson River to
the west; and the Fulton Transit Center on Broadway to the east. Seamless connections have
been created to 11-subway lines and the NJ Path whose new station can accommodate over
250,000 commuters traveling between New Jersey and New York. The Port Authority of NY & NJ
(PANYNJ) can now begin to make preparations to remove the temporary entrance to the PATH
train located on Vesey Street.

West Gallery - Connecting to Brookfield Place

NJ Path Train Entry

Escalator to Platforms
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Oculus Retail - Rendering

Santiago Calatrava’s Oculus

Oculus Retail - Rendering

Calatrava’s Oculus (cont’d)
Intended to serve as the retail centerpiece of the World Trade Center Transit Hub and Westfield World Trade Center retail mall, the Oculus
along with the approximately 365,000 square feet of below-grade space will house 125-stores that are expected to open this spring. In
addition the Italian-inspired Eataly food market and off-price luxury chain H&M will be housed at the base of 4 World Trade Center, plus
additional new retail at some point in the future at the base of both the 2- and 3 World Trade Center towers. The originally expected opening
of the retail was unexpectedly delayed by several months due to a leak in the slurry wall1 detected in November. Only the main concourse
of the Oculus is currently open, with the remaining sections to open in phases over the next few months. Its design was intended to spark
a regenerative spirit in the neighborhood against the backdrop of the solemn September 11 Memorial Museum and Memorial Fountains
that lie at its foot.
Oculus’ vast skeleton-like interior along with its white marbled floors will have a 2-level shopping gallery that will branch off to a West
Gallery and a South Gallery which will also be bi-level. In 2014, analysts had reportedly anticipated the complex to bring in $2,000 per
square foot or more annually, a figure that significantly diminishes the $900 per square foot generated by its predecessor — also operated
by Westfield Corp. Construction of the Oculus comprised of 11,500 tons of steel was challenging. The steel beams were shipped over
4,700 miles from Italy to Brooklyn’s Red Hook waterfront, and then transported across the river to the Downtown site during the night.
Installation of the beams by about 140 ironworker used at the peak of construction took a combined 612,200 work hours according to a
spokesperson from Skanska, one of the firms involved in the construction of the World Trade Center transit center. Each of the structure’s
beams weighs about 80 tons with the highest beam stretching 202-feet in length and 185-feet above ground level.
Critics of the project reportedly raised the question of how the simple need to rebuild the PATH commuter railroad terminal beneath the
trade center ballooned into a shopping mall, transit center and pedestrian network, crowned at street level by a white winged structure
that does not seem to fit into the Downtown environment — despite its breathtaking design from inside that offers a cathedral of light on a
sunny day. Further criticism has arisen due to the fact that the Oculus’ 56,448 square feet of main level floor area is void of amenities such
as seating, newsstands and snack concessions; or an information kiosk similar to the one in Grand Central Terminal, since the PANYNJ
reportedly intends to market the space as an event venue. Finally, what some critics have described as an extravagance is the construction
of what is known as a tied-arch bridge2 “to carry the 1-subway line about 200-feet — without any columns — over the passageway
between the Oculus and the main PATH transit hall at the mezzanine level.” However its designer Santiago Calatrava justified the need for
the column-free expanse in order to make the hub easier to navigate, especially in the event of the need for an emergency evacuation.
1

Slurry Wall: is a technique used to build reinforced concrete walls in areas of soft earth close to open water or with a high ground water table. The one installed in 1960
during the construction of the original World Trade Center is 3,200-feet long, 4-feet thick, and about 100-feet deep.

2
Tied-arch Bridge: An arch bridge in which the outward-directed horizontal forces of the arch, or top chord, are borne as tension by the bottom chord, rather than by the
ground or the bridge foundations.
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In the News: Global Turbulence and New York City’s Real Estate Market
New York City’s high-end residential and commercial real estate markets have benefitted over the last few years from foreign investment,
being designated as a safe harbor for wealthy investors across the globe suffering softening economic situations in their home countries.
Foreign investors reportedly accounted for $27.7 billion worth of commercial deals in Manhattan in 2015 — not including foreign lending
or foreign investment into U.S. real estate investment trusts (REITs) and private investment funds, representing 35% of all transactions
according to reported statistics compiled by data and analytics provider Real Capital Analytics.
However sources point out some drawbacks that exist, due to the city’s assets being tied to regions around the world as political and
financial turbulence arises great distances away. While it has been projected by some that the city could potentially see heightened
investment as foreign investors escalate efforts to move capital to safe harbors, others are somewhat less optimistic. The future effect on
New York City’s real estate market remains uncertain at this time; yet general consensus is that there will be some impact, but where and
to what levels remains to be determined. It has been further pointed out that the city’s real estate market is due for a change in direction
as increasing signs point to a nearing cycle peak. With that in mind, worsening global factors are anticipated to only moderately deepen
the slide.
China – Despite a projected gross economic growth of 6.3% in 2016 according to reported statistics of the International Monetary
Fund, which appears impressive in comparison to the 3% annual rate in the U.S., it represents a 37% decrease of the nearly 10% annual
rate between 1989 and 2015. Ongoing devaluation of the renminbi combined with a high level of debt in China’s banking system has
heightened concerns of a broader economic weakness in the country. An effort to reverse the situation has prompted China’s government
to begin curtailing the allowable volume of outbound capital.
Attempts to forecast the potential future effect on New York City’s real estate market has created mixed response. Some real estate
finance experts reportedly project that China will continue to be a key player, the Chinese government appearing to have enough control
over the country’s markets; further speculating that a moderate downturn in China should not by itself be enough to significantly impact
the city’s real estate market, accounting for only about 7% of total commercial deal volume in 2015. While Chinese investors currently
remains active in the city, a larger percentage of the activity is reportedly taking place at lower price points as they become more costconscious.
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Global Turbulence (cont’d)
Oil-backed Economies –The lowering of oil prices reportedly resulted in a nearly 72% drop in the price per barrel for Brent1 crude oil in
mid-February to $32 per barrel, from the $113 per barrel figure in June 2014. While the lowering price is welcomed news for consumers,
concerns of the potential negative impact on oil-producing countries around the world and U.S. shale drillers continue to surface amongst
economists. From a real estate viewpoint, multifamily landlords that rely heavily on oil and gas to heat buildings have benefitted from
reduced costs; but from an investment sales perspective the falling prices could result in budget deficits that will reduce the available cash
that Middle Eastern sovereign wealth funds have to invest in New York.
It has been estimated that oil-rich countries included Norway, Abu Dhabi and Qatar reportedly accounted for less than 15% of foreign
investment in the city’s commercial real estate market in 2015. On the other hand, eyes have become more focused on nearby Canada
which was the single largest foreign investor in New York, reportedly accounting for 35% of all foreign investment in 2015. The country
whose economy is heavily reliant upon the energy sector incurred 6-months of negative gross domestic product (GDP) growth, rebounding
nominally in the 3rd quarter of 2015 by 0.6% according to sources.
On the domestic front, the U.S. shale oil industry could potentially impact the real estate market if a downturn in prices leads to shale
companies defaulting on business loans, prompting banks to force tighter lending conditions that would have a spillover effect on the
real estate industry. However despite concerns that the oversupply of oil pumped by OPEC (Organization of the Petroleum Exporting
Countries) led by Saudi Arabia which pushed prices to extreme lows and negatively impact the U.S. shale oil producers, a wave of
innovation that has improved productivity and efficiency pushed production in 2015 to its highest level since 1972 according to reported
U.S. government figures.
Interest Rates – Historic low interest rates since the onset of the economic downturn have established a healthy borrowing environment
that has helped drive the rebound of the city’s real estate market. The 0.25 percentage point increase of the Federal Reserve’s benchmark
interest rate in December has not significantly impacted the real estate market — an increase that was longtime anticipated, however the
next rate hike could further impact real estate cap rates negatively making yields on bonds more attractive. Global interest rates have fallen
to historically low levels; with some countries such as Japan seeing rates drop below zero, prompting foreign investors to take a closer
look at New York City real estate due to the potential for slightly higher returns.
Global Stock Market – China’s declining economy and the drop in oil prices primarily attributed to the global market slide at the onset of
2016. As a result the stock prices of nearly all real estate investment trusts (REITs) have fallen, hindering their ability to access capital. On
the flip side, stock market uncertainty has sparked a shift by investors into real estate; however loss of capital due to lower stock prices
will likely trigger a rise in more conservative investment as investors become more cost-conscious. The high-end residential condominium
market has already begun to soften amidst a growing oversupply of new units. Developers are reportedly beginning to lower sellout price
projections on offering plans filed with the Attorney General’s office in response, as in the example of the recent announcement that Extell
Development. In February the developer reportedly reduced sellout projections at the One Manhattan Square development at 250 South
Street (Lower East Side) by $207.3 million; and is initially marketing the units in Asia.

1
Brent crude oil: a major trading classification of sweet light crude oil that serves as a major benchmark price for purchases of oil worldwide.
Source:
http://money.cnn.com/2016/03/01/investing/us-oil-production-near-record-opec/)
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In the News: Financial Institutions Explore Use of “Blockchain” Technology
The block chain technology that serves as a type of universal ledger for the “virtual” currency Bitcoin has recently sparked the interest of
the financial industry. Bitcoin which has been defined as a peer-to-peer payment system was introduced as open source software in 2009.
The digital currency created and used in the system is alternatively referred to as a virtual currency, electronic money, or a crypto-currency
because cryptography — the art of protecting information by transforming/encrypting it into an unreadable format call cipher text, is used
to control its creation and transfer.
In 2015 Bitcoin made headlines, bringing the announcement of the New York-based itBit exchange receiving approvals by the New York
State Department of Financial Services; and along with the granting of the first banking charter to itBit Trust Co. a regulatory framework
for the crypto-currency was established. Subsequent to the news, Nasdaq OMX Group Inc. became the first major exchange operator by
the end of 2015 to use the blockchain technology dubbed Nasdaq Linq, representing a significant advance in the application of the virtual
ledger technology for private companies. Simply described, a blockchain is a “distributed ledger” that maintains a continuously growing
list of data records in such a way that it is hardened against tampering or revision.” Nasdaq is hoping that its Nasdaq Linq will reduced
transaction settlement time, eliminate the need for paper stock certificates, and provide issuers and investors the ability to complete and
execute subscription documents online.
A continued growing interest has prompted JPMorgan Chase & Co to begin testing the blockchain technology on U.S. dollar transfers
between London and Tokyo according to an early 2016 report. The bank is exploring the capability of the “distributed ledger” to be
repurposed for currency clearing and settlement intended to give clients faster turnaround times and reduce the bank’s risk. The move
reportedly comes at a time when several large banks are dealing with growing competition from online lenders and payment systems,
including some that use blockchain or Bitcoin. By early 2016, New York reportedly boasted 43 publically accessible Bitcoin ATM’s that are
being utilized by a growing number of New Yorkers using the technology as a cheaper alternative to traditional money-sending services
such as Western Union.
More recently, technology firm Microsoft formed a partnership with R3, a consortium of 43 financial institutions that will focus on
accelerating the use of the blockchain technologies for businesses within the financial sector. Other technology companies such as
providers of cloud-based services that can run blockchain software have been increasing efforts to standardize the blockchain technology
for various industries. Microsoft rival IBM is part of the Hyperledger Project which is another collaborative effort focused on creating a
cross-industry open standard for distributed ledgers that can potentially transform the way business transactions are conducted globally.”

Source:

http://ir.nasdaq.com/releasedetail.cfm?ReleaseID=948326 • http://www.wsj.com/articles/one-place-j-p-morgan-is-boosting-spending-fintech-1456172040
http://www.bloomberg.com/news/articles/2015-07-23/nasdaq-expects-to-be-first-exchange-to-use-bitcoin-technology
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In the News: Plaza Hotel’s Slated Auction Halted
News in mid-March had brought the announcement that the iconic hotel was slated for an April 26 foreclosure auction that was prompted
by the default of loan agreement terms by 75% owner Sahara Group. However the auction was canceled in the final days of March after
holders of the property’s debt reportedly reached a deal providing additional time for the Indian conglomerate to try to sell the hotel and
pay back the loan. The deal comes following a previous 4-month extension secured in June by the Sahara Group upon billionaire brothers
David and Simon Reuben paying over $800 million to satisfy the technically defaulted loan debt held by the Bank of China. The payment
retired the debt on the Plaza Hotel, 768 Fifth Avenue, as well as the 2 other hotels — Dream Downtown New York located at 355 West
16th Street new the elevated High Line park in Chelsea and London’s Grosvenor that are also owned by the Sahara Group. Ongoing efforts
by Sahara Group to sell the hotel and raise the $1.6 billion in bail money needed to release the company’s founder Subrata Roy from his
incarceration in New Delhi since 2014 have been unsuccessful.
In early 2015 the Bank of China had seized control of the Grosvenor, appointing and administrator to begin marketing the property. The
Dream Hotel was also being marketed for sale, but the loan payment by the Reuben’s had restored Sahara Group’s ability to renegotiate
loan terms with the new lender, or a third party. However the sale of the 2-hotels had triggered legal action from JTS Trading LTD which
was anticipated to further delay a sale. The Hong Kong-based company reportedly claimed they were shut out of a previously struck deal
to finance the purchase of the 3-hotels that would result in the securing of a 70% stake in exchange for its $860 million investment.
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Plaza Hotel (cont’d)
The 5-star Plaza Hotel that dates back to 1907 currently hosts 282-hotel rooms and 152-privately owned condominiums. The imminent
auction will result in the sale of the hotel component of the Plaza along with the retail and restaurant space as part of a package that will
include the 314-key Dream Hotel. Ownership of the Plaza Hotel, one of Manhattan’s great jewels, has changed hands several times over
the years; and currently its future remains shrouded in a cloud of uncertainty.
•

1907 – The Plaza opened as the city’s most luxurious hotel and would come to boast a roster of several renowned guests as well as
movie appearances over the years; it is the 2nd hotel of the same name to rise on the site.

•

1943 – Conrad Hilton purchased the hotel for $7.4 million, investing $6 million in refurbishments.

•

1955 – Childs Company, which had changed its name to Hotel Corporation of America; and is now known as the Sonesta International
Hotels Corporation, purchased the hotel from Conrad Hilton for 1.1 million shares of Childs common stock valued at the time at
approximately $6.325 million.

•

1988 – Donald J. Trump purchased the hotel for approximately $390-$407.5 million.

•

1995 – Due to financial pressure from lenders, Trump sold the hotel for $325 million to Prince Al-Waleed. Canadian-based operator
Fairmont Hotels & Resorts was brought in to manage the hotel.

•

2004 – Prince Al-Waleed sold the property for $675 million to Israeli-based Elad Group. New ownership invested $450 million in
renovations and the carving of the hotel into 4-pieces that resulted in half of the hotel being converted into 181-residential condominiums
that eventually sold for a combined total of reportedly $1.4 billion; the Oak Room bar, some shops and a basement foot court were
turned into retail; a 131-room hotel for overnight guests; and 150 condominium-hotel units managed through the hotel, of which
50-units were eventually sold to private owners to be used essentially as time-share units.
A 50%- and 25% interest in the 131-room hotel and the condominium-hotel units were respectively sold by the Elad Group to Prince
Al-Waleed. Elad Group retained the retail segment that in 2008 opened as the Plaza Food Hall run by Chef Todd English.

•

2012 – Elad Group sold 50% of the hotel, 100 of the condominium-hotel units, and the retail portion for $570 million to the Sahara
Group. New ownership brought in the Indian-American hotelier Sant Singh Chatwal for a 5% stake, putting him in charge of the Oak
Room — which had been closed since 2011, and the Palm Court which was being renovated and scheduled to re-open that fall.

•

2014 – It was announced that Sahara Group is reportedly trying to sell their stake in the Plaza hotel, along with the Grosvenor House
in London and the Dream Downtown New York hotel in Chelsea to cover the $3 billion bail set for the company’s chairman Subrata
Roy who was charged with contempt earlier this year by the Indian Supreme Court for making illegal investments.
Early December had brought the announcement of Sahara Group’s intention to refinance the landmark in order to avoid a distress sale.
At the time Mirach Capital which comprised about 10 investors and was funded primarily by a wealthy Indian family, reportedly agreed
to a 1-year loan of $1.05-$1.55 billion at an interest rate of 11% to the Sahara Group in a move to gain control of the Plaza Hotel along
with the Dream Downtown Hotel and London’s Grosvenor House. Distribution of the funds would result in about $400-$900 million
going towards the retirement of the debt on the 3-hotels held by the Bank of China; and the remainder as cash for the Sahara Group to
use towards required approximately $1.6 billion bail money. If Sahara pays back the loan and interest without default, the company
would be able to retain the properties; but if they default, Mirach Capital would be in a position to begin a process to take title of the
3-properties. The refinancing proposal had received the required approval of the Indian Supreme Court, but apparently the deal that
had to be executed by February 20, 2015 never moved forward.
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Market Snapshot: Class A & B
New York City’s Unemployment
•

According to the New York State Department of Labor’s figures, the city’s
unemployment rate rose to 5.89% (not seasonally adjusted) at the end of
February; in comparison to 5.01% at the end of the 4th quarter. Year-over-year
figures resulted in a roughly 12% improvement from the 6.7% rate last February.
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Overall weekly wages in New York City averaged $1,829 at the end of the 3rd quarter
2015, representing a positive 5.5% improvement year-over-year according the recent
report released by the U.S. Department of Labor. The Information sector boasted an
8.94% increase year-over-year at the high, in contrast to the Finance sector where
wages remained almost unchanged.
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Employment activity in New York City’s private sector resulted in the loss of
43,900 jobs for the 3 month period between November 2015 and February 2016.
Year-over-year figures resulted in a 2.9% gain of 104,300 jobs; in comparison
to 1.6% and 2.2% year-over-year growth for New York State and the nation
respectively. Educational and Health Services continued to lead the way, followed
by Professional and Business Services. Job numbers rose at a slower pace in
comparison to that of the previous year’s 3.79% improvement.

Vacancy

1Q2014

•

Class B

1Q2013

Unemployment on the National level fell to 5.10% at the end of February,
increasing roughly 0.09% from the 4th quarter figure of 4.70%. Year-over-year
figures resulted in a 10.53% improvement from the 5.7% rate in February 2015.

Class A

1Q2012

•

Total

1Q 2016

Feb 2016 Job#'s
3Q2015 Weekly Wage

$3,500

1,000,000
900,000

$3,000

800,000
$2,500

700,000
600,000

$2,000

500,000
$1,500

300,000
192,900

186,700

421,000

407,800

457,500

452,200

682,800

0

709,200

100,000

$1,000
868,500

200,000

898,100

Vacancy for Class A & B office space rose 0.31% over 4th quarter’s 7.73% figure,
resulting in an 7.75% vacancy at the end of the 1st quarter. Downtown accounted
for the strongest quarter-over-quarter improvement, rebounding moderately from the
previous quarter with a 1.53% reduction resulting in a vacancy of 9.08%. Midtown’s
vacancy held steady at 7.89%. Only Midtown South incurred a reversal, the 1st
quarter 4.74% figure representing a 9.75% quarter-over-quarter increase due to a
10.96% rise in Class B vacancy that significantly offset the 2.82% shrinkage within
Class A buildings.

400,000

$500
$0

Source: NYS Department of Labor
and US Department of Labor, Bureau of Labor Statistics

Absorption closed the 1st quarter at negative 104,263 square feet, representing a
reversal over 4th quarter’s positive 966,551 square feet. Downtown’s positive absorption of 151,059 square feet was not able to offset
Midtown South and Midtown’s negative 253,458- and 1,864-square-foot figures.
Rental Rates fell for the 2nd consecutive quarter. The overall weighted average asking rent for Class A & B office space of $59.61 per square
foot represented a 1.27% decrease over the previous quarter. Midtown South incurred for the sharpest decline of 2.39%, followed by a 1.47%
and 1.22% decline in Downtown and Midtown respectively. Class B weighted average asking rents of $57.22 per square foot quarter-overquarter resulted in a 1.45% improvement, in contrast to the 1.22% reduction in Class A asking rents which lowered to $60.86 at quarter’s end..

Sources:

http://www.bls.gov/schedule/archives/all_nr.htm • http://labor.ny.gov/stats/index.shtm
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Class A & B Statistics At A Glance

1st Quarter 2016
Vacancy

WTD Average Asking Lease Rent
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*Buildings 75,000 SF and larger; vacancy and absorption calculations based upon move-in date versus deal signing date
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Thousands

Vacancy

Submarket Statistics Overview: Class A & B Office
Manhattan

Inventory

Submarkets
Districts

Total
RBA*

Downtown

Vacant Sq. Ftge.
Direct
Sq. Ftge.

Sublet Sq.
Ftge.

Vacancy Rate

Total
Sq. Ftge.

Direct
Vacancy

Sublet
Vacancy

Overall
Vacancy

WTD Avg
Rent PSF

Net
Absorption

Direct
Asking

Year-to-Date
Sq. Ftge

107,122,798

9,209,093

513,788

6,722,881

8.60%

0.48%

9.08%

$54.08

195,406

City Hall

14,327,021

954,095

1,460

955,555

6.66%

0.01%

6.67%

$46.56

-2,980

Financial District

40,420,751

3,448,121

354,414

3,802,535

8.53%

0.88%

9.41%

$49.25

63,407

Insurance District

11,395,306
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24,184

237,458

1.87%

0.21%

2.08%

$47.60

18,971

TriBeCa

6,522,455

193,997

17,370

211,367

2.97%

0.27%

3.24%

N/A

-12,993

34,457,265

4,399,606

116,360

4,515,966

12.77%

0.34%

13.11%

$60.09

84,654

Midtown South

60,132,741

2,354,294

498,468

2,852,762

3.92%

0.83%

4.74%

$69.10

-253,458

Chelsea

10,640,522

343,428

93,219

456,647

3.23%

0.88%

4.10%

$40.50

-82,713

Flatiron

21,589,773

652,175

280,684
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3.02%

1.30%

4.32%

$69.94

-109,311

Gramercy Park

World Trade Center

10,212,834

690,366

26,771
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6.76%

0.26%

7.02%

$70.02

-12,011

Greenwich Village

4,353,399

62,883

37,280

100,113

1.44%

0.86%

2.30%

$57.92

-35,255

Hudson Square

9,393,521

550,119

39,539

589,658

5.86%

0.42%

6.28%

$71.24

-86,639

3,942,692

55,373

20,975

76,348

1.40%

0.53%

1.94%

$62.68

72,471

270,620,532 18,703,653 18,703,901 21,356,789

6.91%

0.98%

7.89%

$64.39

-1,864

SoHo
Midtown
Columbus Circle

31,650,142

1,713,231

549,973

2,263,204

5.41%

1.74%

7.15%

$60.28

83,264

Grand Central

52,323,745

4,564,238

467,043

5,031,281

8.72%

0.89%

9.62%

$66.15

-58,921

Murray Hill

11,144,764

560,532

151,833

712,365

5.03%

1.36%

6.39%

$58.78

-92,350

Penn Plaza/Garment

46,974,585

2,992,125

617,992

3,610,117

6.37%

1.32%

7.69%

$55.83

175,148

Plaza District

80,641,592 85,365,462

590,856

5,956,318

6.65%

0.73%

7.39%

$68.97

-7,295

Times Square

44,323,129

3,481,125

277,055

3,758,180

7.85%

0.63%

8.48%

$71.65

-101,710

3,562,575

27,188

0

27,188

0.76%

0%

0.76%

$65.00

0

3,667,008 33,934,296

6.91%

0.84%

7.75%

$60.11

-104,263

U.N Plaza
Grand Total

437,876,071 30,267,288

*Buildings 75,000 SF and larger; vacancy and absorption calculations based upon move-in date versus deal signing date
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Leasing - Developing Trends
Pendulum Begins to Swing Towards Tenants in the Office Leasing Market
Growing signs of an overall softening of New York City’s real estate market are bringing the return of incentives as some landlords become
more aggressive to fill vacant space. Office leasing in 2015 remained strong, but overall square footage totals of leased space in Manhattan
fell below 2014 levels. Further substantiating a cloudier outlook is the slowdown of rising retail rents, sluggish residential sales, and a dip
in the prices of raw land. Although overall property sale dollar volume remained high in 2015 the number of transactions, which typically
serves as another barometer for the health of the market, reportedly declined.
Stock market volatility, the slowdown in China’s economy, dropping oil prices, and concerns of rising interest rates all suggest that the
real estate market is due for some type of correction per comments from industry sources. Expectations of a slow-down in the creation
of office-using private sector jobs have also been projected, as space requirements further shrink due to improving technology and open
layouts allowing companies to do more in less space.
Broker bonuses and tenant incentives such as free rent and tenant improvement allowances are expected to become common practice
again in the pursuit of creditworthy tenants, along with more aggressive and flexible pricing to fill the city’s vacancies which are projected
to rise. In addition agents are reportedly following up more quickly with brokers on tenant showings to see what can be done to generate
an offer, potentially creating leverage for well-informed tenants in the market that will likely be outnumbered by the volume of anticipated
availability. While it is likely that bigger landlords will approach rent reductions more cautiously due to loan terms and not wanting to reduce
property values that could potentially turn away investors, it is anticipated by some that smaller landlords and building owners will probably
be quicker to discount rents as leasing activity slows.
However the direction of the market has generated some contrasting opinions, with some industry people commenting that long-term
projections of vacancy based upon space that will not hit the market for another 5 to 10-years may result in a somewhat exaggerated
forecast that is not relevant for tenants whose leases will be expiring in the next few years. Looking ahead, changes in overall average
asking rents will serve as an important barometer of the direction of the leasing market.

P.1
P.18
P.1
.18
188

Developing Trends (cont’d)
Bringing a “Millennial” Environment to Older Midtown Inventory
The heightened competition to attract tenants has put some of Midtown’s older office stock at somewhat of a disadvantage in the shadow
of some of the “amenity-laden younger office buildings in other submarkets.” The millennial group that roughly ranges in age between 18
to 34-years reportedly represents over 25% of the nation’s population according to reported U.S. Census Bureau statistics. In an effort
to create the work/play environment that today’s millennial office tenants seek, some landlords have initiated renovation projects geared
towards delivering amenities designed for casual gatherings via lounges and lobby café areas.
•

285 Madison Avenue (Grand Central) – Renovations completed late last year included the addition of a rooftop terrace, a recreation
room with a ping-pong table, a tenant lounge, a gym with showers, a grab-and-go café and kitchen, and a 50-slot bike storage room.

•

Empire State Building, 350 Fifth Avenue (Penn Plaza) – The iconic building boasts a 25,000-square-foot tenant-only state-of-the-art
gym, (7) on-site food and culinary options, plus the on-site convenience of coffee-purveyor Starbucks first coffee delivery service.

•

Park Avenue Tower, 65 East 55th Street (Plaza) – The $25 million renovation that is underway
will include the creation of a 20,000-square-foot below-grade space dubbed The Club
featuring a fitness center, recreation lounge, grab-and-go food service and conference center.
In addition, a new outdoor plaza will offer an art installation and possibly a bar/café.

•

114 West 41st Street (Penn Plaza) – A building-wide renovation plan will add a tenant amenity
center that offers a media lounge, billiards room and café for all tenants. Other tenant space
features at the 22-story tower include 12-foot ceiling heights, exposed brick, steel columns
and open layouts.

65 East 55th Street - Rendering

Expansion Options Key to Tech Lease Deals
The inclusion of near term expansion options has become an effective offering for attracting today’s technology tenants that typically grow
at a rapid rate. Although landlords generally prefer not to tie-up space that could potentially be leased to a larger tenant seeking to expand,
the ongoing growth of the technology sector has not gone unnoticed; and has encouraged some landlords to help facilitate that growth.
Recent deals that exemplify the trend include:
•

The Daily Muse – The online job platform leased 17,972 square feet in December, agreeing to a 10-year commitment of the space at
1375 Broadway (Penn Plaza) reportedly following the inclusion of an option to double its footprint in the coming years.

•

L2, Inc. – The digital market research firm leased 12,097 square feet in 2014 at 740 Broadway (Greenwich Village), exercising its option
to expand last year for a total current footprint of 24,194 square feet.

•

Karhoo – The digital startup that is creating an online marketplace for cab services and ride-hailing apps leased 11,600 square feet in
February at 386 Park Avenue South (Flatiron). The company will be relocating from a temporary location at 101 Sixth Avenue (Hudson
Square); and have the flexibility to double its footprint as a result of the expansion option included in the terms of the new 10-year lease.
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Developing Trends (cont’d)
Co-working Space Redefined
Heightening popularity and increased demand for co-working space in New York City has begun to push design of newer facilities to higher
levels, quickly moving beyond the days when co-working space was just an empty room with desks and WiFi. As sophistication increases
amongst today’s start-up companies, they expect the design of the work environment they inhabit to meet a higher level of standards.
Along with requests such as 24-hour access, and an equal number of flexible and permanent desks, co-working tenants now want to have
a say in interior design-making decisions.
In response, some of today’s co-working space providers are hiring architectural firms as well as conducting surveys amongst current
tenants to create a more customized and dynamic space at new facilities. Space layouts must offer flexibility and be able to support
multiple work environments. In addition, as a start-up company starts to grow and take on more staff, the co-working space needs to be
able to evolve as well to meet the company’s growing needs.
The planned Dock 72 at the Brooklyn Navy Yard offers an example of the developing trend. The
17-story, 675,000-square-foot development located at 63 Flushing Avenue will be anchored by
WeWork in a 222,000-square-foot space. The building will be constructed by the team of Boston
Properties and Rudin Management Co. In addition to designing its own space WeWork will
become “a co-development partner of sorts” for its first ground-up project, primarily serving in
the role as consultant for the design of the building amenities that the co-working space provider
will help operate.

Dock 72 at the Brooklyn Navy Yard - Rendering

Efforts to create a more upscale co-working space environment can also be seen on a smaller scale with some newcomers such as
Blender Workspace. The company launched in 2015 is located in a 14,430-square-foot facility at 135 Madison Avenue that features higherend amenities such as an events area served by a dedicated elevator, offices with soundproofing and frosted glass, a café with a select
gourmet menu, and a “wellness” room for meditation and quiet work. More recently co-working space provider Primary was launched
offering an emphasis on healthy living. The company’s first facility at the Standard Oil Building, 26 Broadway will feature green walls of
moss, ferns and palm-type plans throughout the space as a natural way to maintain fresher air. Healthier snacks, catered lunches, and
drinks will be provided by local farm-fresh ingredient eateries for the kitchen area. In addition a 600-square foot fitness studio offering yoga
and meditation classes as well as off-site bike rides and runs.

Co-working Space Concept Branches Out
The surge in popularity of the co-working space concept has pushed the number of locations to over 7,800 worldwide as of October
2015 — more than 2-times the 3,400 figure in 2013 according to reported statistics from Deskmag, the publisher of online Co-working
Magazine. The collaborative shared spaces offering cost savings and reduced commitment that continue to appeal to tenants is now
attracting businesses, as an increased number of shared executive conferencing spaces signal a potential growing trend. Recently, more
and more businesses are opting to book full-service conference centers which offer a more “work-oriented environment” than a hotel’s
conference room according to some industry sources.
Today’s technological advancements have sparked an increased attraction to the concept by international firms. Similar to the wider spread
office version, the share executive conferencing spaces offer flexibility of booking on short notice, and can be customized to handle a
broad range of meeting sizes. Typically facilities offer the latest technology for business needs such as Wi-Fi connectivity, file sharing and
video conferencing; as well as numerous amenities including phone rooms, showers, the availability of multi-functional cafés and food
service spaces, and workstations. Looking ahead, some sources speculate shared executive conferencing spaces could potentially impact
office space design, simplifying decisions on the number of conference rooms to build-out, or a possible total elimination by shifting the
conferencing function off-site and utilizing the freed up square-footage for other beneficial uses.
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Developing Trends (cont’d)
City’s Art World Looks North to Harlem
The northern Manhattan neighborhood whose reputation as a center for art reportedly dates back to the 1920s is seeing a resurgence as
the art world seeks a new hub. For several years numerous art galleries have called the streets of the west side neighborhood of Chelsea
their home. However the escalating renaissance that is bringing upscale restaurants and luxury condominiums to Harlem is also attracting
art galleries. Yet despite increasing signs of gentrification taking hold, rents have remained more affordable that many other parts of the
city. In addition Harlem’s inventory of older buildings with large spaces offering character; and its proximity to the Upper East Side and the
galleries that line Madison Avenue will most likely increase its allure.
•

The Africa Center, 1280 Fifth Avenue – The non-profit organization’s 75,000-square-foot facility is located at East 110th Street,
connecting the Upper East Side to Harlem. Formerly known as the Museum for African Art, the museum founded in 1984 shuttered
its former location in Long Island City, Queens in 2010; finally reopening in the new facility last year.

•

Arts + Leisure, 1571 Lexington Avenue – The project space launched in 2014 at the building located between East 100- and 101st
Streets; and is attributed with spurring a renewed interest in the neighborhood by the art world.

•

Tatiana Pagés Gallery, 2605 Frederick Douglass Boulevard – The gallery at West 139th Street opened in the summer of 2014,
ownership a resident of Harlem for the past 6-years hoping the gallery’s success would further attract more artists and creative
entities to the area.

•

Studio Museum, 144 West 125th Street – The 47-year old museum is planning to redevelop its
existing home within the 1914 building into a new $122 million facility, having outgrown the existing
space since 2005. Initially considering the possibility of relocating out of the neighborhood, it was
ultimately decided that the current location was intrinsic to the museum’s identity.

•

Enterprise – The gallery owned by New York art dealer Gavin Brown will be relocating to the
3-story building that formerly housed a brewery at 461 West 126th Street, having shuttered its
location at 620 Greenwich Street in the West Village last June. It is speculated that the move could
potentially attract other dealers to the area.

•

Elizabeth Dee Gallery – Ownership of the gallery currently located at 545 West 20th Street is
reportedly considering a relocation north.

Studio Museum
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Leasing Activity
Big Block Tenants in the Market
Landlords with large blocks of vacancy to fill are left with a diminishing number of options since reportedly most of the big companies
seeking space already committed in the last few years, prompted by confidence in the market and concerns over rising rents. Some
industry people further point out that increased efforts by companies to reduce overhead expenses; advancements in technology reducing
staff requirements; and more open office layouts allowing for increased staff density in smaller spaces, have also attributed to diminishing
numbers that are projected to further diminish in the face of an uncertain global economy. The number of companies seeking space over
1 million square feet has reduced by about 50% comparatively to that in 2012 according to sources.
The high volume of new office supply either planned or under construction is likely to trigger a correction in the market. While some
landlords are focused on filling vacancies in the older buildings within their portfolios, banking on TAMI (technology, advertising, media,
information) tenants to fill the gaps. However it has been observed by some that although the TAMI companies are growing, the rate of
growth does not equal the quicker pace of which finance companies are shrinking.
Large companies currently exploring options may ultimately decide to remain in place as in the example of News Corp. and 21st Century
Fox, which recently backed out of a possible relocation to 2 World Trade Center; and instead will retain current offices spread between
1185- and 1211 Sixth Avenue. Social media giant Facebook had been rumored in mid-February to be in preliminary stages of a search for
roughly 500,000 square feet with the reported intention of further expanding their New York presence, ultimately leasing about 160,000
square feet at 225 Park Avenue South (Flatiron). Currently occupying about 320,000 square feet at 770 Broadway (Greenwich Village), future
expansion at the 15-story building could be restricted due to other large tenants such as J.Crew and AOL. Others such as the South Korean
technology company Samsung may be looking to purchase space in lieu of leasing per reports last November.
It is anticipated that any new relocation deals secured will leave behind substantial vacancies; and are likely to happen in 2 to 5-years, the
typical time frame for a large company to analyze space needs and make a move.
Largest Tenants in the Market
Sq. Ftge. Seeking
(approx.)

Industry

Samsung

1 MM

Technology

Deutsche Bank

1 MM

Finance

BlackRock

1MM

Finance

UBS

900,000

Finance

HSBC Holdings

700,000

Finance

AIG

600,000

Insurance

Tenant

Guardian Life Insurance

550,000

Insurance

New York Life Insurance

400,000

Insurance

Milbank Tweed Hadley et. al.*
350,000
*Reportedly eyeing 55 Hudson Yards slated to deliver in 2018
BNP Partners
370,000

Law
Finance

Hogan Lovells

250,000

Law

NYS Attorney General

250,000

Law
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Leasing Activity (cont’d)
Big Block Tenants in the Market (cont’d)
ZocDoc – The platform that helps patients and doctors connect is reportedly in the market for over 100,000 square feet. Launched in 2008,
the company which is currently located at 568-578 Broadway in SoHo raised $130 million in a Series D venture capital round in August
according to reports. Rapid growth has resulted in the company’s footprint increasing from 12,000 square feet to roughly 80,000 square
feet at the building located on the corner of Prince Street. It has been rumored that Lower Manhattan’s 195 Broadway may be a location
being considered.
Attorney General’s Office – The New York State agency is reportedly seeking a new office in Lower Manhattan’s Financial District to house
its over 900 employees. The AG’s nearly 390,000-square-foot current office spread across 8-floors at 120 Broadway, where they have been
located for 30-years, is under a lease that is due to expire at the end of 2018. Currently seeking to downsize to a roughly 250,000-squarefoot space through a new 15-year lease that the AG’s office wants to begin in late 2017 or early 2018. Properties already viewed reportedly
include 28 Liberty Street and 180 Maiden Lane with starting asking rents in the low $50s per square foot; however despite asking rents at
the Liberty Street building rising more sharply than 180 Maiden Lane for higher floors, according to recent reports 28 Liberty appears to
be the frontrunner with a nearing deal.
Nixon Peabody – Rumors have surfaced that the global law firm is exploring options as several coterminous leases near a 2018 expiration.
The company’s current Manhattan headquarters reportedly spreads across over 100,000 square feet at 437 Madison Avenue (Plaza), where
the firm has been a tenant for over 20-years. While a renewal remains an option, discussions with landlords at Lower Manhattan’s 4 World
Trade Center and Midtown’s Tower 46, 55 West 46th Street have been reported, both towers offering newer construction with state-of-theart technology, column-free floor plates, and expansive views.
Blue Apron – The 3-year old startup which delivers recipes and pre-measured ingredients to its customers is reportedly in the market
for up to 100,000 square feet of office space, considering locations including Downtown Brooklyn and Midtown South. In June the
company completed a $135 million Series D round of fundraising, increasing its valuation to $2 billion according to recent news. Currently
headquartered in a 10,850-square-foot space at 5 Crosby Street in SoHo through a 5-year deal expiring in 2019, Blue Apron’s monthly
delivery volume has increased from 1 million meals in 2014 to 5 million last year.
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Leasing Activity (cont’d)
Large Vacancy on the Horizon
250 West 55th Street (Columbus Circle) – Al Jazeera America (AJAM), the Doha, Qater-based news network negotiated a $45 million
buyout for the remaining term of the company’s approximately 85,000 square feet at the tower. The lease signed in 2014 reportedly runs
through February 28, 2035 for the space comprised of 24,265 square feet on the 36th floor, 49,135 square feet of the 2nd floor, and 10,964
square feet on the ground level. The American operations were launched in the summer of 2013 after acquiring Al Gore’s Current TV for
$500 million. Now less than 3-years later plans to shut-down the AJAM network by April 2016 were announced, reportedly stating that it
was not economically feasible to maintain the space that was apparently never built-out or occupied. Although unverified, some sources
speculate declining oil prices may have contributed to the decision; as well as the challenges of establishing a cable news presence in an
increasingly crowded media marketplace.

Large Blocks of Space that became Vacant in the 1st Quarter
135 W 50th Street (Columbus Circle) – 122,589 square feet spanning entire floors 2-3 being subleased by Time, Inc. as a result of the
publisher relocating its headquarters from 1271 Sixth Avenue to Lower Manhattan’s 225 Liberty Street at the Brookfield Place complex,
which also included the consolidation of staff housed at the 135 West 50th Street location.
424-438 West 33rd Street (Penn Plaza) – 72,497 square feet vacated by Planned Parenthood Federation of America upon selling the
condo unit that spans entire floors 7-13 to Brookfield Office Properties for roughly $69 million and relocating to 65,000 square feet at 123
William Street as a result of the 15-year deal announced last year.
195 Broadway (World Trade Center) – 247,199 square feet spanning entire floors 4-11 representing the remaining portion of the approximately
447,829 square feet vacated by Thomson Reuters, of which a portion of the entire large block had been absorbed in 2014 as a result of a
180,000-square-foot lease by publisher HarperCollins.
NYMEX Building, 1 North End Avenue aka 300 Vesey Street (World Trade Center) – 150,580 square feet spanning entire floors 13-15
and a portion of the 12th floor were vacated as a part of a sale/leaseback deal by New York Mercantile Exchange operator CME Group
in 2013. The Chicago-based trader sold the 556,000-square-foot building to Brookfield Office Properties in 2013, agreeing to remain in a
downsized 449,000-square-foot space through 2015 followed by a further downsizing to 220,000 square feet in the building’s lower floors
for another 13-years.

Notable Move-ins During the 1st Quarter
7 West 34th Street (Penn Plaza) – 415,682 square feet spanning the entire office component of the 12-story tower was leased by Seattle,
WA-based online retailer Amazon through a 17-year deal announced in 2014. The Seattle, WA-based company was awarded $5 million in
tax credits from the NYS Excelsior Jobs Program based upon the terms that the company creates 500 new jobs.
330 West 34th Street (Penn Plaza) – 144,987 square feet spanning entire floors 2-4 at the tower was leased by footwear and sports apparel
retailer Foot Locker. The 10-year deal announced in 2015 resulted in the company relocating from 112 West 34th Street (Penn Plaza) where
they will retain their 34,200-square-foot retail flagship store.
One World Trade Center (World Trade Center) – 76,001 square feet spanning entire floors 56-57 was leased to Moody’s through a deal
announced in 2015. The credit rating firm is currently headquartered at nearby 7 World Trade Center in approximately 700,000 square feet
which due to 100% occupancy was unable to accommodate the company’s expansion needs.
250 Vesey Street (World Trade Center)
•

330,210 square feet spanning entire floors 27-34 at the Brookfield Place complex was leased to Jones Day. The 20-year deal announced
in 2013 resulted in the law firm making a parallel move from 221 East 41st Street (Grand Central).

•

117,000 square feet was leased to finance firm Jane Street Capital. The 10-year deal announced in 2014 resulted in a relocation from 1
New York Plaza (FiDi), expanding from 56,000 square feet in the move.
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Higher Rents and Upgrades Go Hand-in Hand for Penn Plaza Portfolio
Vornado Realty Trust’s property portfolio in the Penn Plaza neighborhood is reportedly one of the largest concentrations of office space
owned by a single landlord in the city; and similar in size to Related Companies’ Hudson Yards, the World Trade Center site, and Tishman
Speyer’s Rockefeller Center. Vornado’s ongoing efforts to revitalize the neighborhood around Penn Station will in part include upgrades to
the REIT’s area buildings, with the intention of pushing rents up as much as 50%. Longtime ownership of several of the buildings puts them
at a low cost basis, making it financially feasible to invest in the upgrades; and the amount invested will be determined for each property
individually based upon projections of rent increases tenants are likely to pay.
•

One Penn Plaza / Two Penn Plaza will be the most ambitious project with plans to combine
the two buildings that are currently separated by West 33rd Street and linked underground to
Penn Station, into a 4.2 million-square-foot complex. The joining of the buildings would give
the REIT more flexibility to move tenants around, and make if more financially viable to add
amenities such as the planned 8,000-square-foot food court dubbed The Pennsy NYC located
at the base of Two Penn Plaza. One Penn Plaza will undergo a conventional upgrade; while
Two Penn Plaza will be “re-skinned,” replacing the punched windows with ones that will nearly
stretch from floor-to-ceiling. The REIT has already begun upgrading the retail that spans the
below-grade Long Island Rail Road concourse.
Two Penn Plaza - Proposed Rendering

•

Plaza 33 will be a newly created outdoor pedestrian plaza, replacing the section of West 33rd Street at the base of One and Two Penn
Plaza. It will serve as the centerpiece of Vornado’s larger plan. In addition to new public amenities, another goal of the plaza is to ease
congestion and improve circulation and access to Penn Station. During the summer the corner of West 33rd Street at 7th Avenue was
shut down to car traffic by the city’s Department of Transportation (DOT), transforming the area into a public plaza. In addition a curated
food truck park was created along West 33rd Street, bringing a welcomed food option between 8th- and 9th Avenues across from the
Farley Post Office.

•

7 West 34th Street which dates back to 1901 was originally designed to house the Orbach’s Department Store. In 2014 the
477,000-square-foot building underwent a lobby renovation, revamped entrance with stone corridors leading to an “oculus space”
lined in white glass, upgraded elevators, new restrooms, and a large outdoor terrace. Renovations and upgrades successfully pushed
office rents that previously averaged $29 per square foot to about $63 per square foot upon securing Amazon in a 17-year deal for the
entire office component of the tower. In addition, the e-commerce giant is reportedly planning to open a 7,000-square-foot store on
the ground floor.
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Higher Rents and Upgrades (cont’d)
•

330 West 34th Street was primarily occupied by the city’s Human Resources Administration which had announced plans in 2011 that
the agency intended to relocate to Brooklyn. In 2014, Vornado initiated renovations to the lobby, storefronts and entrance, successfully
doubling rents from an average in the neighborhood of $30 per square foot to around $60 per square foot. The capital improvements
helped the REIT secure 3-large leases in 2014 — clothing retailer New York & Co. leased 185,000 square feet; advertising app Yodle
leased 114,000 square feet; and advertising agency Deutsch, Inc. leased 74,346 square feet.

•

11 Penn Plaza (aka 150 West 32nd Street) located across the street from Penn Station underwent lobby renovations and façade
restorations in 1982. A renewal and expansion deal secured in 2014 by AMC Networks for 330,000 square feet required creating
availability on 3-floors in the fully leased building to accommodate the media company’s expansion. At the time the property was
fetching a per square foot asking price in the $60s.

In addition to office buildings, Vornado owns retail and hotel properties in the Penn Plaza area including:
•

Hotel Pennsylvania, 401 Seventh Avenue has seen the consideration of a few possible redevelopment options that to date have yet
to move forward. Prior to the financial crisis plans to demolish the 22-story hotel and construct an office tower were shelved; although
some financial firms have expressed interest in recent years that may revive plans. An approximately $300 million renovation of the
existing hotel had also been considered; as well as connecting the building to the adjacent Manhattan Mall, 100-126 West 33rd Street
also owned by Vornado.

•

144-150 West 34th Street was acquired by Vornado in 2015 for $355 million. The 4-story, 77,600-square-foot retail property is fully
occupied by clothing retailer Old Navy. Potential redevelopment of the property would reportedly allow for a 300,000-square-foot retail
and hotel project if unused air rights were utilized.
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Big Block Users Shift South and West – Spike in Midtown Vacancy Looms
Developing signs of a nearing slowdown in leasing activity gives rise to concerns of a significant spike in vacancy in the core Midtown
submarket as relocations near for several big block users. The recent decision by News Corp. and 21st Century Fox to withdraw from a
possible relocation as anchor tenant for Lower Manhattan’s 2 World Trade Center represented a big win for Midtown’s 6th Avenue corridor,
the media companies opting to remain in their roughly 1.2 million-square-foot space at 1185- and 1211 Sixth Avenue.
Although anchor tenants typically seek space 4 to 5-years in advance providing ample lead time for landlords to reposition their buildings, it
is anticipated that older buildings will struggle to back fill the space left behind. The Rockefeller Group is letting leases expire at 1271 Sixth
Avenue as anchor tenant Time Inc. continues its migration to Lower Manhattan, reportedly planning to invest over $600 million in a building
makeover to include construction costs, brokers fees and allowances for tenants to build their offices. New construction throughout the city
has surged in recent years; however of the roughly 18-20 million square feet in the pipeline, only 3 of the projects are located in Midtown
— SL Green Realty’s One Vanderbilt, 51 East 42nd Street, L&L Holdings’ 425 Park Avenue and 390 Madison Avenue. Industry experts
remain split as to whether or not the submarket can sustain its 2015 performance or if demand will soften. Projected challenges range from:
•

Landlords facing the long-term trends of companies increasing worker numbers in smaller spaces;

•

An increased shifting of back-office operations to less expensive locations such as Long Island City and Jersey City’s waterfront; and

•

A disproportionate share of older buildings that aren’t laid out in today’s more popular collaborative design.

Although projections of the near future direction of Midtown’s market has triggered mixed response as some industry experts point out
that signs of a softening market are not prevalent enough yet to signal a downward trend. However a gradual change in sentiment has
begun to reveal itself amongst some landlords that have begun lowering asking rents within their portfolios; while others intend to hold
rents steady at a time of market uncertainty despite current robust leasing activity.
Large relocations beyond Midtown’s core market that are either completed or on the near horizon include:

Tenant

Midtown Location

Sq. Ftge.
Vacating

Relocation Location

New Sq.
Ftge.

Approx.
Relocation

Condé Nast

4 Times Square

800,000

One World Trade Center

1.1 Million

2015

Downtown

550,000

2020

Hudson Yards
Downtown

Skadden Arps et. al.

4 Times Square

644,671

1 Manhattan West
400 West 33rd St

HarperCollins

10 East 53rd Street

200,000

195 Broadway

180,000

2014

Time Warner, Inc.

Time Warner Center
60 Columbus Circle

1 Million

1.6 Million

2019

HBO

1100 & 1114 Sixth Avenue 628,000

30 Hudson Yards
500 West 33rd Street

Submarket

Hudson Yards

Consolidating with parent company Time Warner Inc. in a 1.6 million square foot condo
Jones Day

222 East 41st Street

335,336

Brookfield Place
250 Vesey Street

330,210

2017

Downtown

Citigroup

399 Park Avenue

400,000

388-390 Greenwich Street

2.6 Million*

2017

Downtown

669,832

2015

Downtown

*Consolidation with existing roughly 764,718 square feet at the Greenwich Street building
Brookfield Place
Time Inc.
1271 Sixth Avenue
1.2 Million
225 Liberty street
Major League Baseball (MLB) is reportedly considering a lease of up to 500,000 square feet spanning floors 4-15

10 Hudson Yards
402,000
2016
Hudson Yards
501 West 30th Street
10 Hudson Yards
193,295
2016
Hudson Yards
Boston Consulting Group (BCG) 430 Park Avenue
146,842*
501 West 30th Street
*The move allows the company to consolidate a 96,500-square-foot lease and 50,342-square-foot sublease currently have at the Park Avenue building

L’Oreal

575 Fifth Avenue

256,640

Kohlberg Kravis Roberts (KKR)

9 West 57th Street

161,000

30 Hudson Yards
500 West 33rd Street

343,000

2020

Hudson Yards

Wells Fargo Securities

150 East 42nd Street

372,236

30 Hudson Yards
500 West 33rd Street

500,000

2019

Hudson Yards
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Submarket ReCap: Midtown
Lease Deals to Watch For
Midtown
Class A and B
Major League Baseball (MLB) / 1271 Sixth Avenue (Columbus Circle) – The athletic organization
is reportedly considering a lease of up to 500,000 square feet spanning floors 4-15 at the TimeVacancy
7.78%
Life building. If the deal moves forward MLB will become the building’s new anchor tenant upon
relocating from about 220,565 square feet at 245 Park Avenue (Grand Central) in a lease that
Rental Rate
$62.89 per sq. ft.
expires in 2022. The large block of space would allow MLB to also move staff for their website
operations which are currently housed in about 116,395 square feet at 75 Ninth Avenue (MePA);
Net Absorption
1,864 sq. ft.
although it has not been verified if the entire division would shift north. The lease would be a
major win for the Rockefeller Group which owns the nearly 2 million-square-foot tower that will
become almost totally vacant due to publisher Time Inc. vacating about 1.28 million square feet upon relocating to Lower Manhattan’s Brookfield Place; and
New York Mets broadcaster SportsNet New York (SNY) which will vacate 39,000 square feet shared with Sterling Equities having signed a lease last year and
will relocate to 4 World Trade Center. An estimated $300 million renovation of the tower is expected to begin this year.
PricewaterhouseCoopers / 90 Park Avenue (Grand Central) – The auditing firm recognized as one of the “Big Four” is reportedly finalizing negotiations for a
lease in the neighborhood of 250,000 square feet on the lower floors of the 41-story tower. The deal would represent a significant expansion to the accounting
firm’s over 800,000-square-foot headquarters at nearby 300 Madison Avenue. The building recently underwent a $30 million renovation range; and asking rents
for the lower floors range from the high-$60s to low-$70s per square foot. A portion of the space was previously occupied by Capital One which began relocating
in 2014 to a 250,000-square-foot space at 299 Park Avenue, consolidating the bank’s Manhattan locations.

Lease Deal Highlights - 1st Quarter 2016
UBS / 299 Park Avenue (Plaza) – The Zurich-based global bank has secured a 13-year lease extension for 120,000 square feet spanning floors 8-9 and 24-25 at
the 42-story tower. The lease goes into effect in 2018 upon the bank’s current lease expiration; and includes a 5-year extension option. The deal represents a
significant downsizing from the 466,000 square feet previously occupied across 17-floors through a lease signed in 2010, having introduced 382,000 square feet
of sublease space in 2013. Capital One absorbed 250,000 square feet shortly after the sublease offering, reportedly followed by GE Capital’s deal for 115,000
square feet and the Carlyle Group’s 60,000 square foot deal. UBS reportedly owned a 49% stake in the building until 2010 upon selling to the Rockpoint Group
for $180 million ($378 per square foot). The lease deal was unexpected, landlords anticipating the bank to fully vacate remaining offices at the building dubbed
the UBS Building according to plans reportedly announced in early 2013.
News that the Swiss bank is seeking between 700,000 and 900,000 square feet was reported in October, prompted by denied renewals of leases at other
locations the bank has in Manhattan due to recent building sales — 120,000 square feet at 787 Seventh Avenue which was sold to California pension fund
CalPERS earlier this year for $1.9 billion ($1,090 per square foot) ; and 700,000 square feet at 1285 Sixth Avenue which RXR Realty has agreed to acquire for
reportedly $1.7 billion ($994 per square foot).
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Submarket ReCap: Midtown (cont’d)
Lease Deal Highlights (cont’d)
Sound Point Capital Management / Seagram Building, 375 Park Avenue (Plaza) – The financial investment firm will be expanding its footprint by 40% at
the 38-story tower. Details of the over 10-year deal were not released, but the firm that has been located at the building under a sublease for 3-years recently
signed a lease for an entire floor totaling 10,827 square feet at a reported asking rent of $185 per square foot.
DLA Piper / 1251 Sixth Avenue (Times Square) – The law firm will remain at the tower, having secured a renewal of the 200,000-square-foot space. Although
details of the deal were not released, the firm was able to shift floors within the 54-story tower to create a more contiguous space spanning entire floors 24-28;
and joined for better connectivity via internal stairways.
ING Financial Holdings Corp. / 1133 Sixth Avenue (Times Square) – The Amsterdam-based financial services firm has reportedly signed a 10-year lease for
132,400 square feet, absorbing a portion of the 285,000 square feet (flrs 2-10 see above large vacancy) vacated by the Internal Revenue Service (IRS) in 2014.
The new office will spread across entire floors 7-10 at the tower which commands asking rents from the low $70s to the low $90s according to sources. Rumors
of a potential deal were first reported in October; and as a result of the recent signing will see the company make an almost parallel move from its current
location just a few blocks north at 1325 Sixth Avenue.
Signature Bank / 1177 Sixth Avenue (Times Square) – The New York-based bank will remain at the tower under a new 17-year lease announced in February.
The 62,000-square-foot space which spreads across the entire floors 10-11 and a portion of the 4th floor was previously occupied under a 3-year sublease from
the Bank of Hapoalim who is relocating to a 40,000-square-foot space at nearby 1120 Sixth Avenue. Asking rents reportedly range between the mid-$70s to the
mid-$80s at the 47-story building that spans the entire block-front between West 45th- and 46th Streets.
PostWorks / 1411 Broadway (Times Square) – The post-production and media editing services company has signed a roughly 11-year sublease for 49,690 square
feet that will spread across the entire 15th- and 16th floors at the tower. The company will be relocating its headquarters from 100 Sixth Avenue (SoHo) to the
space of sublessor Nine West. Although the deal size pales in the shadow of some of the 6-digit signings, its significance is in the northward move from popular
Midtown South to Midtown. Current asking rents at the building are in the mid-$70s, with some base floors asking high-$60 figures according to sources.
Barneys New York / 575 Fifth Avenue (Grand Central) – The trendy retailer will be increasing its presence at the 40-story tower as a result of the 71,000-squarefoot renewal and expansion deal announced in early February, although details were not revealed. The space that serves as the company’s headquarters will
spread across the entire 8th, 9th and 11th floors, previously leasing 2-floors while subleasing another.
WeWork / 450 Lexington Avenue (Grand Central) – The office space provider has reportedly secured a 60,000-square-foot lease after 2-years of negotiations.
The entire 4th floor space is located within the 6-story building that houses the U.S. Postal Service’s New York Grand Central Station; and sits at the base of an
office tower controlled by RXR Realty under a ground lease secured in 2012 for $720 million. The asking price for the space that had been sitting vacant was
reportedly in the $20-something per square foot, but includes WeWork investing about $350 per square foot to build new infrastructure and replace windows.
Approvals by New York’s State Historic Preservation Office and the city’s Landmarks Preservation Commission will be required before construction can begin
on the space that is tentatively slated to open at the end of the year.
WeWork / 404 Fifth Avenue (Penn Station) – The co-working space provider reportedly leased 61,875 square feet at the 8-story tower in a 10-year deal,
continuing to expand its footprint throughout the city. The space that spans entire floors 3-7 had an asking rent of $55 per square foot according to reports.
Structure Tone / 330 West 34th Street (Penn Station/Garment) – The construction firm will be relocating to an 82,000-square-foot office spread across entire
floors 11-12 at the tower. Expecting to move in the early summer and vacate its current 75,000-square-foot space at 770 Broadway (Greenwich Village) — also
owned by Vornado Realty Trust, the firm reportedly plans to create a headquarters location “with an open and flexible space, ideally located to support continued
growth for the next 10 to 15 years.”
Intersection & Sidewalk Labs / 10 Hudson Yards aka 501 West 30th Street (Hudson Yards) – The 2-tech companies headed by the former deputy mayor for
economic development will be establishing new offices at the complex his rezoning efforts helped create. Although details of the deal were not disclosed, the
10-year, 67,000-square-foot lease announced in late January brings the tower to 100% occupancy. Sidewalk Labs, a division of parent company Alphabet, will be
relocating from Lower Manhattan’s Woolworth Building at 233 Broadway. Intersection also has offices at the 233 Broadway as well as 100 Park Avenue. Both
tech and media firms focus on addressing city quality-of-life issues.
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Submarket ReCap: Midtown South
Lease Deal Highlights - 1st Quarter 2016
Vornado Realty Trust – Double Header Deals
Two recent deals at 770 Broadway (Greenwich Village) bring the 1.156 million-square-foot
tower up to full occupancy. The former Wanamaker’s department store building that is currently
commanding asking rents in the $105 to $108 per square foot range was recently refinanced.
Along with large tenants AOL and Facebook, fashion house J.Crew leases about 295,000 square
feet; while retailer K-Mart leases the majority of the multi-level retail component at the base of
the building.

Midtown South

Class A and B

Vacancy

4.74%

Rental Rate

$68.77 per sq. ft.

Net Absorption

253,458 sq. ft.

•

AOL – The media technology company will be expanding its footprint at the 15-story tower, having signed a lease to take 75,000 square feet spread across
the entire 9th floor. The space will be vacated by general contracting firm Structure Tone who is relocating to 330 West 34th Street — also owned by
Vornado Realty Trust. The recent deal increases the company’s presence to over 308,000 square feet. AOL is currently owned by Verizon Communications,
Inc. as a result of the acquisition deal valued at about $4.4 billion ($50 a share) in June 2015.

•

Facebook – The social media company will become the largest tenant at the building as a result of the recent deal for an additional 80,000 square feet
spread across the entire 14th floor. Facebook initially relocated to the building in 2013 through a 10-year lease for 98,570 square feet, expanding 3-times
to date; and ultimately increasing the company’s footprint to about 320,000 square feet spanning entire floors 7-8 and 14-15. The space will be vacated by
J.Crew who will downsize from their current footprint of 374,885 square feet.

WeWork / 524 Broadway (SoHo) – The co-working space provider has reportedly added another outpost to its continually growing roster of locations throughout
New York City. Although details of the deal were not released, the 75,000-square-foot lease spans entire floors 7-11; and is currently occupied by publisher
Scholastic. The new facility is just a few blocks south of WeWork’s first location opened in 2010 at 154 Grand Street.
Grovo / 50 West 23rd Street (Flatiron) – The firm that provides its clients with employee training services has secured a 10-year lease for 70,000 square
feet. The company’s new office will spread across the 13-story building’s entire 5th, 6th and 12th floors. The deal represents an expansion of their Manhattan
presence, increasing their footprint from 29,000 square feet upon relocating from their current office at 3 Park Avenue (Murray Hill).

Sources:

http://corp.aol.com/2015/06/23/verizon-completes-acquisition-of-aol/
http://www.cnbc.com/2015/06/23/verizon-closes-aol-acquisition.html

P.30
P.30
P.3
30
30

Submarket ReCap: Midtown South (cont’d)
Lease Deal Highlights (cont’d)
Facebook / 225 Park Avenue South (Flatiron) – The social media platform will nearly double its footprint in Manhattan, recently leasing roughly 160,000 square
feet at the 20-story tower. The new space will be in addition to the approximately 320,000 square feet the company currently occupies at 770 Broadway
(Greenwich Village). It had been rumored that Facebook was in the market for additional space due to restricted expansion opportunity at their current location
which also serves as the home to major tenants J.Crew and AOL.
Although details of the lease were not released, 78,666 square feet will spread across entire floors 17-19 and another 82,000 square feet on floors 8-10,
absorbing the majority of the remaining space vacated by former anchor tenant Port of Authority of New York & New Jersey (PANYNJ) upon relocating to 4
World Trade Center in 2014. The property located near Union Square is currently undergoing a major renovation that
will result in the building becoming connected with adjacent 233 Park Avenue South via a shared glass stairway on
several floors; as well as the creation of a penthouse space that will open up to a “private sky garden.”
NYU Langone Medical Center / 175 Delancey Street (Site 6) (Lower East Side) – The healthcare provider has
leased 55,000 square feet spread across 3-floors in a 15-year deal. The announcement follows initial reports in August
of discussions between Langone and Delancey Street Associates, a joint venture of L+M Development Partners,
Taconic Investment Partners and BFC Partners. The 138,000-square-foot building that will be LEED-certified is part of
a multi-building project dubbed Essex Crossing. The mixed-use development will also house 100-units of affordable
housing for seniors; a 13,000-square-foot community center operated by Grand Street Settlement; a 24,000-squarefoot educational facility; and 6,000 square feet of retail space. Construction of the tower broke ground last fall,
following a finance package totaling $79.5 million being secured from lender Wells Fargo.

175 Delancey Street - Rendering
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2 World Trade Center - Rendering

Anchor Deal for 2 World Trade Center Falls Through
In an almost déjà vu scenario, the potential lease by media companies News Corp. and 21st Century Fox to anchor the tower that is the
final piece to completing the 4-building World Trade Center complex fell through in January. Back in June news headlines announced the
signing of a non-binding but detailed letter of intent (LOI) to lease a total of about 1.3 million square feet under separate leases on the lower
floors at the yet to be constructed tower.
However directions changed in mid-January that will keep both companies at their current 6th Avenue locations — 1185- and 1211 Sixth
Avenue until 2020 (or 2025 if extension options are exercised), despite financial incentives offered by the Port Authority of New York &
New Jersey (PANYNJ) that would have saved the media companies a combined present-value $43 million over 30-years. In the absence
of the anchor deal, a rent break awarded by the PANYNJ to Silverstein upon 2 World Trade Center’s construction amounting to $9 million
over the life of the lease would now be lost as well. In 2013 Citigroup had also weighed the option of anchoring 2 World Trade Center, but
ultimately the bank decided to consolidate New York City offices in TriBeCa at 388 -390 Greenwich where they already had a presence.
The news seemed to mirror a similar turn of events incurred by developer Silverstein Properties back in 2011, when reportedly advanced
negotiations with UBS AG to potentially anchor 3 World Trade Center in about 800,000 square feet were in progress. However due to poor
earnings, considerations by the Zurich-based bank to relocate its Stamford, CT-based U.S. investment bank unit to the tower came to a
halt according to sources. The decision to remain in Stamford was further driven by the state awarding UBS the incentive of a $20 million
loan over a 5-year period, requiring the bank to “maintain 2,000 jobs in the state and spend the so-called forgivable loan over the term for
infrastructure expenses.”
The dilemma of locking in an anchor tenant which is required to secure construction financing and break ground on the tower seems to
intensify amid the current unstable economic environment. Some sources further anticipate that due to pressure from shareholders to cut
costs, a decreasing number of public companies will want to invest in a relocation of the size needed for an anchor tenant. Although the
situation could be short-lived, it is anticipated that Silverstein’s best option would be to seek a large private company, or increase efforts to
identify additional avenues to help finance tenant relocation expense. Looking ahead, the developer remains optimistic about the strength
of Downtown’s emerging market and the future of the 2 World Trade Center tower.
Sources:

http://www.bloomberg.com/news/articles/2014-02-11/manhattan-s-big-banks-resist-lure-of-new-office-towers
http://blogs.wsj.com/developments/2011/08/23/ubs-to-stay-at-home-in-connecticut/?mod=WSJBlog
http://www.bloomberg.com/news/articles/2011-07-29/ubs-said-to-end-talks-to-move-to-nycs-world-trade-center-1
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Plans for Lower Manhattan’s Flood Resiliency Projects Make Headway
Efforts continue to secure the necessary funding for projects in different phases of planning that will protect the southern waterfront of
Manhattan from future flooding and rising sea levels. In the aftermath of Super Storm Sandy back in October 2012, the city, state, and
federal government have taken steps to improve resiliency in the low lying areas of Lower Manhattan.
Initial phases will be comprised of 2-projects that will focus on the most vulnerable areas of Lower Manhattan running from East 23rd
Street on the east side to Harrison Street on the west side. The bolstering of Manhattan’s shoreline that will ultimately run a total of about
10-miles from West 57th Street to East 42nd Street is part of a larger scale project to protect vulnerable neighborhoods across the 5
boroughs that in 2014 was estimated to have a $3.9 billion price tag. Funds that have been awarded by the federal government for Lower
Manhattan will help supplement the $100 million in capital funds committed by the city in August 2015.
2016: AECOM and Dewberry – The Los Angeles, CA-based construction and engineering company and the Fairfax, VA-based design firm
will collaborate on designing a resiliency system to protect a roughly 3.5 mile waterfront stretch between Montgomery Street on the
Lower East Side and Harrison Street in TriBeCa on the west side. The 2-companies were the winning respondents of a request for
proposal (RFP) issued by the city’s Economic Development Corp (NYCEDC), putting in a bid for about $6 million to prepare the design.
Initial financing for the project received a boost in January as a result of $176 million in federal funding awarded by the U.S. Department of
Housing and Urban Development (HUD) through a National Disaster Resilience Competition. The funds have been designated by HUD to
help finance resiliency efforts for the section between the Brooklyn Bridge and Montgomery Street on the Lower East Side, where several
New York City Housing Authority (NYCHA) projects are located. An additional $14.75 million comprised of $6.75 million from the city and
state; and $8 million in city capital funds was previously awarded in April 2015.
2014: Bjarke Ingels Group (BIG) – The architectural design firm based in both Denmark’s capital city of Copenhagen and New York City will
be leading the estimated 5-year project along the Lower East Side between Montgomery Street to East 23rd Street. Dubbed the “Big
U” in recognition of the company’s name, BIG was the winning recipient of the Rebuild by Design contest sponsored by the Department
of Housing and Urban Development (HUD). The project is tentatively slated to get underway in 2017, having been awarded $335 million
from the federal government in June 2014 as part of $60 billion allocated for storm recovery funds for the first phase of the total 10-mile
stretch the city intends to fortify. An additional $595 million commitment by the federal government will help finance future phases.

Sources:

http://www.tribecatrib.com/content/letter-reveals-lower-manhattan-shut-out-fed-flood-funds
http://www.tribecatrib.com/content/city-and-state-flood-protection-funds-coming-lower-manhattan
http://www1.nyc.gov/office-of-the-mayor/news/579-15/mayor-de-blasio-lower-manhattan-leaders-new-100-million-city-commitment-coastal
http://www.downtownexpress.com/2014/10/29/2-years-after-sandy-who-will-get-shelter-from-the-storm-only-some-downtown/
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Submarket ReCap: Downtown
Downtown Alliance: 2015 in Review
Last year was a major transformative year for the Lower Manhattan neighborhood
with early year highlights including the completion of the move by publisher Condé
Nast into their new headquarters at One World Trade Center; the re-opening of the
totally redesigned retail at the Brookfield Place complex that kicked-off the area’s
transformation as a major retail destination; and the opening of One World Trade
Observatory to the general public.

Downtown

Class A and B

Vacancy

9.08%

Rental Rate

$54.04 per sq. ft.

Net Absorption

151,059 sq. ft.

Despite the potential lease deal with News Corp. and 21st Century Fox not moving
forward at 2 World Trade Center, strong leasing activity throughout 2015 totaled about 4.6 million square feet in transactions. Leasing
activity has pushed rents to their highest levels in the market’s history, although remaining favorable according to the report released in
February by the Downtown BID. The opening of several new restaurants, hotels and residential buildings were ongoing throughout the
year. Leasing by TAMI (technology, advertising, media, information) tenants led the way with notable deals including the 172,000-squarefoot relocation by the Associated Press at 200 Liberty Street in the Brookfield Place complex; and the 170,000-square-foot expansion by
GroupM at 3 World Trade Center.
Continuing to attract tourists, the district boasted a total of 14.2 million unique visitors. The opening of One World Observatory as well as
the Statue of Liberty and Ellis Island accounting for a large portion of visitor activity. Looking forward at 2016, March brought the opening
of the Port Authority of New York & New Jersey’s (PANYNJ) new PATH-train entrance dubbed the “Oculus” and World Trade Center
Transportation Hub, to be followed by the debut of both the popular Italian-themed market Eataly at 4 World Trade Center and Saks 5th
Avenue in Brookfield Place. In addition Westfield, the operator of the Westfield World Trade Center Mall, is expected to unveil the 125 new
stores and eateries spread throughout the lower levels of the World Trade Center complex this fall, further establishing Lower Manhattan
as a regional shopping and dining destination. The retail space at the Fulton Transit Center has already started to come alive with some
openings, adding a Shake Shack eaterie, Zaro’s Bakery, and Irving Farm Coffee Roasters to the neighborhood.
Sources:

http://www.downtownny.com/sites/default/files/research/2015%20Lower%20Manhattan%20Real%20Estate%20Year%20in%20Review2.pdf
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Submarket ReCap: Downtown (cont’d)
Downtown Alliance (cont’d)
Top Leases over 100,000 Square Feet in 2015
Tenant

Address

Sq. Ftge.

Type / Quarter

Industry

WeWork

85 Broad Street

234,879

New/Q1

Co-Work

Teachers’ Retirement System
of the City of NY

55 Water Street

200,000

Renewal-Expansion/Q4

Government Agency

Associated Press (AP)

200 Liberty Street (Brookfield Pl)

172,352

Relocation/Q4

Media

GroupM

3 World Trade Center

171,495

Expansion/Q4

Media

Knight Capital Group (KCG)

1 N End Avenue (300 Vesey St)

168,876

Relocation from NJ/Q3

Finance

OSP Group

1 New York Plaza

157,210

Relocation/Q1

E-Commerce

NYC City Planning Commission

120 Broadway

115,011

Relocation within LoMa/Q3

Government Agency

Ironshore Insurance

28 Liberty Street

101,958

Relocation within LoMa/Q3

Insurance

World Trade Center Leasing Update
Address

Building
Sq. Ftge.

Available

% Leased

Status

Total SF Leases
Signed in 2015

2015 Major Leasing News

4 World Trade Center

2.3 MM SF

769,736 SF

70%

Delivered
Nov. 2013

140,000 SF

SportsNet NY – 84,000 SF
Silver Suites – 47,000 SF
PadillaCRT – 14,000 SF

1 World Trade Center

3.0 MM SF

1,120,097 SF

64%

Delivered
Nov. 2014

200,000 SF

xAd – 83,000 SF
Moodys – 76,000 SF
Beijing Vantone – 32,000 SF

3 World Trade Center

2.5 MM SF

1,120,097

38%

Delivering 2018

170,000 SF

GroupM 170,000 SF expansion

2 World Trade Center

2.8 MM SF

2,800,000

0%

Pending

N/A

N/A

Co-Working Space: An increasing number of co-working space providers have been opening facilities in Lower Manhattan. Including 2015’s
commitments there are now 27 co-working and shared office space locations across 16-unique providers including Regus, Servcorp, The
Yard and Cowork|rs; as well as WeWork which now ranks as the 17th largest tenant overall south of Chambers Street with over 750,000
square feet spread across 5-locations, recently adding the 3rd floor of the Fulton Transit Center plus space in the adjacent Corbin
Building to its roster of locations according the BID’s report. In addition, telecommunications company Verizon announced an initiative to
open a 10,000-square-foot co-working space in 2016 in its former headquarters at 140 West Street to be operated by The Grind; and will
serve as a test model for operating other Grind facilities in Verizon spaces throughout New York City and across the country. Offering the
benefit of absorbing large blocks of space and short-term, more affordable leasing convenience, the growing number of co-working space
sthat continue to flourish in the city are changing the way people work and use office buildings.
Employment: Private sector employment has reached its highest level since 2001. Totaling 227,000 as of the 2nd quarter 2015. The influx
of new tenants relocating to the neighborhood have accounted for a large percentage of the growth; particularly amongst the TAMI sector
which has also created a shift in the overall composition of Lower Manhattan’s private sector employment. Notable relocations during 2015
by TAMI tenants included Condé Nast, High 5 Games, and xAd at One World Trade Center; Time Inc. at Brookfield Place; Macmillan
Science and Education at 1 New York Plaza; and MediaMath at 4 World Trade Center. As the FIRE (finance, insurance, real estate)
sector’s share of private sector employment continues to diminish from 55% in 2001 to 35% as of mid-2015, other industries have filled
the gaps creating a more diversified workforce mix within the Downtown submarket. It has been projected that Lower Manhattan will add
40,000 new private sector payroll jobs before the end of the decade.
Sale Activity: A total of 30 transactions were completed during 2015. Retail buildings and condominiums sales led the way with
9-transactions, followed by office building sales which accounted for (7) of the deals. A mix of office condo-units, a ground lease,
development sites and air right transfers accounted for the remaining transactions.
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Submarket ReCap: Downtown (cont’d)
Lease Deals to Watch For
NYC Department of Finance / 375 Pearl Street (City Hall) – The city agency is planning to lease 175,000
square feet spanning entire floors 26-30 at the Lower Manhattan data center. Details of the deal were not
released and pending final approvals according to sources. The former Verizon switching station is currently
under renovation and being repositioned into a data hub, boasting the title as one of the “best-connected
buildings” in the city.
New York State Agencies / 74-90 Church Street aka 1-15 West Broadway (World Trade Center) – Two state
agencies are in late-stage negotiations for the renewal of a combined total of 250,000 square feet at the
building controlled by Boston Properties under a net lease according to reports. The building formerly known
as the Federal Office Building spreads across an entire block; and is owned by the U.S. Postal Service. The
375 Pearl Street - Rendering
state’s Department of Health is seeking a 10-year renewal of the space that spans floors 13-15, while the
Public Service Commission is looking to renew its 4th floor lease. Both agencies are currently in extension periods, after the 10-year
lease they jointly signed in 2004 expired. It is anticipated that renewal deals will likely be struck due to the state’s unique position of not
paying property taxes at the building where asking rents are reportedly about $40 per square foot.

Lease Deal Highlights - 1st Quarter 2016
Vox Media / 85 Broad Street (FiDi) – The Washington, D.C.-based online publisher has leased 83,733 square feet at the 30-story building.
The 15-year deal will result in the company relocating from an over 21,000-square-foot space at 104 West 40th Street (Penn Plaza/Garment).
The new office will spread across the entire 14-15 floors plus a portion of the 12th floor. The Lower Manhattan tower served as financial
giant Goldman Sach’s headquarters for 30-years prior to relocating to their new building at 200 West Street (World Trade Center) in 2009.
Droga5 / 120 Wall Street (FiDi) – The New York City-based advertising agency has more than doubled its presence at the 34-story tower,
increasing their footprint by 110,000 square feet. Although details of the expansion deal were not released, the recent signing is on top
of a 15-year, 92,000-square-foot lease secured in 2013. Droga5’s space will spread across 11-floors at the now fully occupied building;
and asking per square foot rents for the recent lease were reportedly in the mid-$50s. The company had been awarded a grant under
the Empire State Development’s World Trade Center Job Creation & Retention Program upon relocating to the Lower Manhattan Tower,
contingent upon adding 154 jobs by the end of 2017.
McGraw Hill Financial / 55 Water Street (FiDi) – The financial information provider will remain at the 52-story tower, signing an early
renewal for its 900,027-square-foot headquarters that per reports last October was under a lease expiring in 2020. The space that spans
the entire 34th-46th floors and a portion of the concourse and 52nd floor had an asking rent of $60 per square foot. The company plans to
upgrade the space to create a more “cohesive, state-of-the-art work environment that encourages collaboration and includes upgraded WiFi,
telecommunications and electrical systems.”
McGraw Hill merged offices with its Standard & Poor’s Ratings Services division that had originally leased the Lower Manhattan space in
1999, relocating in phases since 2014 from its namesake tower at 1221 Sixth Avenue. A tenant at the Midtown location for 43-years, the
company reportedly negotiated an early lease buyout of $60 million, vacating about 413,000 square feet prior to the 2020 lease expiration.
Landlord New Water Street Corp. has invested over $100 million to revitalize the building as a result of damage incurred in the wake of
Hurricane Sandy in 2012. Recent upgrades include a lobby renovation, the relocation of various building equipment above grade, adding a café,
and the installation of a flood barrier system covering the building’s perimeter.
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New York City Sale Market Outlook
The city’s property sale market continues to show signs of volumes and values correcting after reportedly 2-years of record high values
and sale volume that exceeded real estate fundamentals. Downward pressure on property values is likely to result in a lowering number of
properties being introduced to the market. As sale inventory diminishes it will have an impact on the city’s sale market, supply the traditionally
dominant factor in the supply/demand relationship in terms of how the sale market performs. Although the attractiveness by both foreign
and domestic capital remains strong for New York City real estate assets, demand has begun to lessen in comparison to levels over the past
several years. While the forecast for 2016 sale activity remains unclear at this time, it is projected that at the least it will be a transitional year
for investment sales.
•

Sale property inventory appears to be lowering, downward pressure currently being exerted on property values based upon market
conditions most likely accounts for change.

•

Land values have declined, the magnitude of reduction varying based upon location. The perceived softening of the residential
condominium market is probably a significant factor attributing to lower land values.

•

Hotel Property Sales which are typically quick to react to changes in market conditions are likely to slow as capitalization rates rise.

•

Office Building and Multi-Family Property Sales have remained strong as continued high demand has kept values at elevated levels.

•

Retail Property Sales continue to trade at expected values, but reportedly the number of buyers competing at the aggressive end of
the pricing spectrum has diminished.
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Key Global Players in New York City’s Real Estate Market
The city’s real estate assets continued to attract significant a significant volume of foreign capital in 2015. Below is a snapshot of reported
investment volume by some of the larger global players in Manhattan’s commercial real estate market.
•

Abu Dhabi - $1.16 Billion primarily through its sovereign wealth fund, but future activity could slow due to a possible transfer of as
much as $27 billion from the fund into the government treasury.

•

Qatar - $669.8 Million which although comparatively low amongst the roster of larger foreign investors, the sovereign wealth fund
Qatar Investment Authority (QIA) made headlines with its $8.6 billion investment for a 44% stake in Brookfield Property Partners’
Manhattan West project.

•

Japan - $1.03 Billion driven in part by the recent lowering of short-term interest rates to below zero by the country’s central bank,
making Manhattan cap rates very attractive.

•

China – Up to $8.61 Billion, making Chinese investors the most active. It is uncertain if a slowdown in foreign investment could be
triggered by the country’s current economic weakness; or increased as residents heighten efforts to preserve savings and move large
sums abroad by utilizing a practice called “smurfing1” to exceed legal transfer limits. Bejing-based Anbang Insurance Group has
become a key player in New York City’s real estate market over the past year. Despite being outbid by Marriott Internatinal, the report
of an unsolicited, reportedly fully financed $13.2 billion bid by a Chinese group led by Anbang for control of the Starwood Hotels
& Resorts Worldwide Inc., owner of Sheraton and St. Regis hotels, came just days following Anbang’s agreement to acquire the
16-hotel portfolio Strategic Hotels & Resorts Inc. from Blackstone Group LP for $6.5 billion. The Chinese holding company made
headlines in 2015 with the purchase of 717 Fifth Avenue and the Waldorf Astoria Hotel for $415 million and $1.95 billion respectively.

•

Norway - $1.95 Billion primarily through its sovereign wealth fund, making headlines at the end of 2015 as a result of the $1.56 billion
deal for a 49% stake on a 75-year leasehold of an 11-building Hudson Square portfolio owned by Trinity Real Estate. Looking ahead,
Norway is considering increasing real estate investment from the current 5% limit to 7% reportedly representing a total increased
investment of $17 billion, some of which could be directed towards New York City.

•

Brazil - $580 Million by the country which has been hard hit by falling commodity prices and high inflation, likely pulling back on New
York City investment accordingly.

•

Germany - $580 Million reflecting a slowdown comparatively to the earlier end of the current real estate cycle, in part due to low cap
rates and growing investor competition in the Manhattan market.

•

Israel - $445.3 Million which represents a significant figure for a country of its size. The country’s economy reportedly grew 2.3% in
2015; and its bond market through the Tel Aviv Stock Market (TASE) has become a favorable source of financing amongst New York
City developers.

•

South Korea - $1.11 Billion as interest rates in the country continue to move downward amid economic weakness, prompting investors
to seeking better yields abroad. One of the most notable deals in 2015 was buy the country’s insurer Lotte Group which acquired the
former New York Palace Hotel for $805 million.

1
Smurfing: Individuals ask friends and family to carry or transfer the country’s legal limit for outbound funds of $50,000 apiece and collectively able to move a larger
sum of money out of the country.

Source:

http://www.bloomberg.com/news/articles/2016-03-14/anbang-expands-u-s-hotel-foray-with-record-6-5-billion-deal
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Korean Investment Dollars Head to the U.S.
Efforts to capture higher returns has prompted South Korea’s institutional investors to seek alternative investment options as they reportedly
shift away from bonds at record low yields and falling market share prices in Korea, increasing investment abroad to become a major
player in the U.S. real estate market. It was recently announced that the nation’s sovereign wealth fund Korea Investment Corp. plans
to increase its portfolio’s alternative asset holdings from last year’s 12.4% to 20% by 2020. The slow to recover economy and small local
commercial real estate market, with exception of the office market, has reportedly prompted more Korean investors to seek investment
opportunities in developed nations overseas.
•

787 Seventh Avenue (Columbus Circle) – $220 Million in mezzanine debt to be underwritten by the Seoul-based Teachers’ Pension
fund. The financing package will be the fund’s first investment abroad in this type of loan; and will reportedly be comprised of a $100
million mezzanine debt along with other domestic funds. The Teachers’ Pension — Korea’s 2nd-largest public retirement fund with
12.8 trillion won (domestic currency) of assets, (1 Won = .000811 dollars = $10.38 billion) is hoping to take advantage of the higher
yields through a debt investment that although more risky than senior loans is still relatively safe compared with equity investment.

•

3 Bryant Park aka 1095 Sixth Avenue (Penn Plaza/Garment) – $220 Million in mezzanine debt was underwritten in 2015 by 7-financial
firms including Korea’s Shinhan Life Insurance and Hyundai Marine & Fire Insurance Co. according to reports.

•

Lotte New York Palace, 451-455 Madison Avenue (Plaza) – The former New York Palace Hotel was acquired by Korea’s hotel brand
Hotel Lotte Co. Ltd. in 2015 for $805 million from Northwood Investors.

•

Korean Teacher’s Credit Union (KTCU)
–

51 Astor Place (Greenwich Village) – The Seoul-based KTCU acquired a 49% stake for $113 million in the fully leased 12-story,
400,000-square-foot tower developed by Edward J. Minskoff Equities.

–

150 East 42nd Street (Grand Central) – The $1 billion joint venture formed in 2014 between KTCU and New York-based
TIAA-CREF, with 49% and 51% ownership respectively, is seeking to invest in mortgages backed by office towers rather than
in equity purchases. The JV’s first deal was secured by acquiring a $175 million loan on the landmarked Socony-Mobil tower that
was purchased in 2014 for $855.2 million by an investment group led by New York investor David Werner. The mezzanine debt
purchased by the JV pays a higher yield to compensate for the higher risk of the loan that is junior to a first mortgage.

–

Seagram Building, 375 Park Avenue (Plaza) – A $50 million mezzanine debt was reportedly underwritten by KTCU in 2013.

Source:

http://www.bloomberg.com/news/articles/2014-12-12/manhattan-towers-lure-koreans-in-1-billion-joint-venture
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Chinese Confidence in Domestic Currency Faltering
A continued weakening in China’s renminbi has sparked concerns amongst the Chinese as they reportedly seek avenues to send large sums
of money abroad. Diminishing confidence by residents will potentially bring continued investment in New York City real estate, as opposed
to earlier projections that China’s economic downturn would diminish investment abroad. Last August China’s government devalued the
renminbi by 4% as a more market approach and to help exporters, but the abrupt devaluation diminished the buying power by Chinese
investors triggering the country’s stock market crash. Although more moderate devaluations of 2.8% over a 5-week period ending in early
January ensued, market sell-offs continued as global investors grow increasingly wary about the Chinese economy.
Efforts to counteract the downward pressure on its currency gave rise to large sums of renminbi being purchased by the Chinese central
bank, requiring the sale of dollars from its currency reserve. The transactions resulted in a reduction of the $4 trillion held in reserves 1.5-years
ago to $3.23 trillion in January according to reports. Citizens have also been prevented from using bank cards to purchase overseas life
insurance policies to help reduce the high-volume of money flowing out of the country. Reductions in interest rates to stimulate the economy
have reduced the attraction for savers to keep their money in the country; and shrinking corporate profits are prompting companies to look
elsewhere for investment in the hope of generating better returns. In addition the increase to 15% from the previous 1.5% of allowable
overseas investment by China’s insurers put into effect about 2-years ago has recently been reversed, the government requesting that many
overseas investment plans be suspended.
Over the last year, companies and individuals have reportedly transferred nearly $1 trillion overseas by investing in real estate, overseas
businesses, and paying off debts owed in dollars which is perfectly legal. However an increasing number of China’s residents have begun
utilizing the dubious practice called “Smurfing” to get passed the annual legal limit of $50,000 that an individual can transfer overseas. Simply
explained, individuals ask friends and family to carry or transfer $50,000 apiece, which could result in a sizable sum if the collective group is
large enough.
The swell in the outflow of money will continue to destabilize China’s slowing economy; and further hurt its banking system that is reportedly
struggling to deal with a decade-long high-volume of lending. For years the country has seen its economy grow at significant rates due largely
to its closed financial system that kept China’s own money inside the country. The current economic downturn has put the government at a
disadvantage of being in unfamiliar territory for managing the situation at a time when currency restrictions have been loosened to open up
its economy.
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Sale Activity
New to Market

Quarter-over-Quarter Sale Statistics

Midtown

Downtown
2,000

•

1,500

•

693 Fifth Avenue (Plaza) – The 20-story, 105,422-square-foot office building
located between East 54th and 55th Streets was acquired in 2010 for $142 million
($1,347 per square foot). Luxury retailer Valentino is a tenant at the building,
having leased the 20,000 square feet of retail space which spans the ground,
lower level, 2nd and 3rd floors; and formerly served as the home of Takashimaya
department store in 2013,

Thousands

Thor Equities – Midtown Triple Play - The developer introduced 3-properties to the
market offering a mix of office and retail space.
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590 Fifth Avenue (Plaza) – The 19-story, 97,896-square-foot office building located
between West 47th- and 48th Streets was acquired in 2007 for $90 million; and
includes retail space at its base. ($919 per square foot).

Midtown South
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530 Fifth Avenue (Times Square) – The 48,439-square-foot retail condominium
that spreads across the ground, lower level and 2nd floor sits at the base of
the 26-story, 446,678-square-foot tower. The property that spans the entire
block-front between West 44th- and 45th Streets was acquired in 2014 for $595
million by Thor Equities in a joint venture with RXR Realty and General Growth
Properties.
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Midtown

Thousands

1250 Broadway (Penn Plaza) – Jamestown Properties has introduced the
718,481-square-foot tower to the market, sources expecting its sale to fetch about
$600 million ($835 per square foot). The 39-story tower that spans the entire blockfront between West 31st- and 32nd Streets last traded in 2008 for $310 million
($431 per square foot) upon Jamestown along with Murray Hill Properties acquiring
the building from SL Green Realty, investing an additional $3 million in renovations.
Currently about 84% leased, the tower’s anchor tenant The Visiting Nurse Service
reportedly occupies about 320,000 square feet spread across 15-floors in a lease that
runs through 2018, with an additional 440,000 square feet of space at the tower set
to expired in the next 5-years.

TTL Sq. Ftge.
WTD Price PSF

6,000

$1,500

5,000

$1,250

4,000

$1,000

3,000

$750

2,000

$500

1,000

$250
$0

0
1Q2015 2Q2015 3Q2015 4Q2015 1Q2016

Data reflects a sample of sold buildings over
100,000-square-feet

P.41
P.41
P.4
41
41

Sale Activity (cont’d)
New to Market (cont’d)
Midtown South
34-42 West 14th Street aka 33-41 West 13th Street (West Village) – Longtime owner Samson Associates, an affiliate of local self-storage
provider Samson Mini Storage has reportedly introduced the 5-story, 151,540-square-foot office building with 25,000 square feet of ground
level retail to the market. Although an asking price was not disclosed, sources anticipate a sale of the property that runs block-through
between West 13th- and 14th Streets to fetch a figure as high as $180 million ($1,188 per square foot). Tenants at the building located
between 5th- and 6th Avenues reportedly include Harvest Collegiate High School, the Legacy School for Integrated Studies, Party City,
New York Sports Club and sporting-goods store JackRabbit.
Downtown
70-72 Broad Street (FiDi) – A seller under the entity 70 Broad, LLC has introduced the 5-story, 19,478-square-foot mixed-use building to
the market at an asking price of $88 million ($4,518 per square foot). The landmarked building that dates back to 1908 formerly served
as the headquarters for the American Bank Note Company; and currently houses 15,218 square feet of office space including a 2nd
floor conference room, 3-residential units spread across 4,260 square feet on floors 3-5, and cellar space. Located at the corner of Broad,
Beaver, and Marketfield Streets the property last traded in 2010 for $18 million, representing a figure that was significantly lower than the
asking price that ranged from an initial $45 million in 2009; ultimately reduced to a final asking price of $25.5 million according to reports.

Sale Deals to Watch For
Midtown
405 Park Avenue (Plaza) – MRP Realty and Deutsche Bank Asset Management are reportedly in contract to purchase the 163,401-squarefoot building for $240 million ($1,469 per square foot) from longtime owner Donerail Corp. The deal further demonstrates how property
values have rebounded, a previous pending sale at the last market peak in 2007 commanded a figure of $178.5 million ($1,092 per square
foot); however the transaction that went into contract reportedly never closed, triggering 3-years of legal action that in 2012 resulted in the
partnership of Laurence Gluck, Steve Witkoff, and Westbrook Partners under the entity 405 Park LLC forfeiting their $38.55 million deposit
to ownership.
1140 Sixth Avenue (Times Square) – AR Capital’s NYC REIT has reportedly agreed to pay $180 million ($759 per square foot) to the
Blackstone Group for the ground lease on the 237,115-square-foot tower. The news comes about 4-months after Blackstone introduced the
offering, having taken control of the 22-story tower in 2011 upon acquiring a non-performing note on the asset for reportedly close to $100
million; and investing an additional $40 million in upgrades. Former leaseholders Rockpoint Group and Stellar Management had defaulted
on the roughly $116 million loan during the economic downturn that was provided in 2006 by Lehman Brothers. The estate of Sol Goldman
currently owns the land beneath the building.
Downtown
388-390 Greenwich Street (Tribeca) – Citigroup has reportedly decided to exercise its option to purchase the twin-building complex from
SL Green for $2 billion ($741 per square foot). The bank signed a renewal and expansion deal for about 2.7 million square feet in 2013 that
will see the bank consolidate it Manhattan offices, resulting in staff relocating from its longtime headquarters at 399 Park Avenue (Plaza)
upon lease expiration in 2017. The lease valued at over $1 billion runs through 2020 and included an extension option of at least 15-years,
or the right to buy-back the buildings Citigroup had sold to a partnership of SL Green and Ivanhoe Cambridge for $1.575 billion ($583 per
square foot) in 2007 — SL Green subsequently buying out Ivanhoe for $783 million in 2014 according to sources. Citigroup plans to gut
renovate the complex including a makeover of the interior spaces and possibly a remake of the exterior with a new skin of glass.
125 Broad Street (FiDi) – An undisclosed buyer is reportedly in contract to acquire the 525,000-square-foot office condominium for $202
million ($385 per square foot) from Mack Cali. Despite property values escalating in the area, the price is well below the $300 million figure
the seller hoped to attract. Introduced to the market last fall, the sale of the only property the Edison, NJ-based real estate investment
trust owns in Manhattan was prompted by intentions to shift its investment focus on waterfront and residential properties, and buildings
near transit hubs. Spanning floors 2-16 at the 40-story tower, the condo unit was acquired by the REIT at the height of the last market cycle
peak in 2007 for $273.36 million ($521 per square foot) from SL Green Realty Corp. The sale is part of a number of properties Mack Cali is
planning to dispose of for a total divestiture value of approximately $600-$800 million.
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Sale Activity (cont’d)
Sale Highlights
Jamestown Properties has acquired a 49% stake in the 2-office properties from co-owners George Comfort & Sons and Loeb Partners.
Details of the transaction were not released; but reportedly valued the pair of fully leased buildings at $1.15 billion ($710 per square foot).
•

200 Madison Avenue (Murray Hill) – The 26-story, 750,000-square-foot building spans the entire block-front between East 35th- and
36th Street. The building’s tenant roster includes Havas Worldwide Health (formerly Euro RSCG Life) and clothing company PVH Corp.

•

63 Madison Avenue (NoMad) – The 15-story, 870,000-square-foot building is located at the corner of East 28th Street; and its tenant
roster reportedly includes broadcasting company CBS and New York Life

Midtown
850 Third Avenue (Plaza) – MHP Real Estate Services and HNA Property Holdings, the real estate development business unit of Chinese
conglomerate HNA Real Estate Group, have acquired the over 600,000-square-foot building in an off-market deal for around $463 million
($754 per square foot) from San Francisco, CA-based Shorenstein Properties. HNA plans to establish a U.S. headquarters at the building
as its “equity owner,” while MHP will be its “operating partner.” Financing in the amount of $238 million was secured from lender Morgan
Stanley, reportedly comprised of a $210 million acquisition loan, a $17 million building loan, a $465,000 project loan, and $10 million in
debt transferred from the seller. The sale offering through the company’s $2.1 billion real estate fund Fund Nine was initially announced in
early 2015 at an asking price of $450-$500 million according to sources; and valued at over $300 million as part of a $930 million 2-property
portfolio acquisition made in 2008. Media firm Discovery Communications is the largest tenant in the building, currently occupying over
165,000 square feet. A $170 million refinance loan was secured by Shorenstein last August from MetLife.
1700 Broadway (Columbus Circle) – The Ruben Companies has reportedly purchased the land beneath the 42-story, 699,000-square-foot
office building through an off-market transaction for $280 million ($401 per square foot) from the Shubert Foundation. A strategic move by
the New York City-based real estate and development company to consolidate ownership of the fee position and tower they had built in
1968. Control of the property was previously under a 99-year ground lease that expires in 2067, at which time ownership of the building
that spans the entire block-front between West 53rd- and 54th Streets reverts back to the fee-owner. Long term, fixed-rate financing in the
amount of $245 million was secured from Prudential Mortgage Capital Company to close the deal.
10 East 34th Street (Midtown East) – Midtown-based Caerus Group has acquired the 10-story, 55,000-square-foot building introduced
to the market in June for $51.7 million ($940 per square foot) from longtime owner Brause Realty. New ownership intends to reposition
the asset as a boutique office building — a trend that has recently been on the rise, anticipating that the building’s high ceilings and floorthrough office lofts are ideal features for attracting creative and showroom tenants. The nearing expiration of several tenants at the building
offered an ideal opportunity for a buyer to capitalize on rising Manhattan office rents, or a potential repositioning as a residential or hotel
conversion located just steps off 5th Avenue.
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Sale Activity (cont’d)
Sale Highlights (cont’d)
Midtown (cont’d)
142 West 57th Street aka 145 West 56th Street (Midtown West) – Japan-based Mitsubishi Corporation, through a fund managed by
Midtown-based GreenOak Real Estate, acquired the controlling 98.6% stake in the office-and-retail portion of the Metropolitan Tower for
$163 million ($652 per square foot) from BlackRock and L&L Holdings — which will retain its minority stake. The commercial condo sits at
the base of a 241-unit residential component comprised of a mix of condo and rental units. Capital improvements are planned by the new,
long-term ownership.
Midtown South
430 West 15th Street (Chelsea/MePa) –TIAA-CREF closed on the acquisition of the ground lease for the 99,558-square-foot office building
that runs through January 31, 2113 from Atlas Capital Group and the Rockpoint Group. The $106.9 million ($1,074 per square foot) deal
will give control of the recently redeveloped 6-story, 75,000-square-foot former garage to the teachers’ retirement fund. The 99-year lease
for the unimproved property was originally secured by the sellers in 2014 for $16.7 million ($222 per square foot). Plans to redevelop the
property shifted from the initial consideration of a hotel conversion to an office development, successfully pre-leasing the entire office
component spanning floors 2-7 to Palantir Technologies. The Palo Alto, CA-based analytics company that claims the Central Intelligence
Agency (CIA) as a client, signed a 15-year lease in 2014 for 77,000 square feet. Redevelopment was completed this year and included a
4-story vertical expansion featuring floor-to-ceiling glass windows, terraces, and a roof deck. In addition, slabs were removed from every
other floor to create 20-foot ceiling heights on floors 2-4 with exposed brick interiors. Retail space situated at the base of the building totals
16,275 square feet boasting 88-feet of frontage.
The acquisition is the latest of several that the teachers’ retirement fund has secured in recent years. Other buys in the Meatpacking
District include 837 Washington Street, the office/retail building entirely leased to technology firm Samsung Electronics in a 10-year deal
with (2) 5-year renewal options which was acquired in January 2015 for roughly $190 million ($3,010 per square foot); and a 42% stake in
401-403 West 14th Street in 2014 that valued the property at about $168 million ($2615 per square foot). The 64,226-square-foot building
is primarily occupied by technology giant Apple in 46,000 square feet through a 15-year lease with a 10-year extension option. Taconic
Investment Partners holds the controlling 58% interest.
Downtown
30 Broad Street (FiDi) – Tribeca Associates has reportedly acquired the leasehold of the 47-story, 420,000-square-foot building for about
$130 million ($310 per square foot) from a partnership led by Gotham Realty, securing a $96.2 million loan from lender M&T Bank to close
on the purchase. Rent to be paid to fee owner the Goldman family during the remaining term through 2079 is $2.7 million until 2035, at
which time the rent will reset to 4.5% of the market value of the land. Gotham had introduced the ground lease to the market in mid-2014,
hoping to fetch up to $168 million ($400 per square foot); having acquired it in 2006 for $91.1 million ($217 per square foot) when annual
rent for the property was reportedly $430,000.
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Sale Activity (cont’d)
Sale Highlights (cont’d)
Downtown (cont’d)
156 William Street (Insurance) – Chicago-based LaSalle Investment Management has reportedly acquired a majority interest in the
252,000-square-foot building from William Macklowe. Details of the deal were not disclosed, but the deal comes about 2-years following
Macklowe’s purchase of the property for $62.5 million ($248 per square foot) from Capstone Equities. A successful condo declaration late
last year resulted in the designation of 4-condo units comprised of 1-commercial unit starting at the 4th floor totaling 200,826 square feet;
and 3-units at the base of the 12-story tower totaling 45,416 square feet according to recorded documentation. In December 2015, the Blue
School acquired the 2-units spread across the 2nd- and 3rd floors totaling 34,985 square feet for $27.227 million ($778 per square foot),
with the remaining unit comprised of the ground and cellar floors totaling 10,431 square feet acquired for roughly $8.969 million ($860 per
square foot) under the entity 156 William Street Retail, LLC controlled by fashion designer Erin Isakov.
2 Rector Street (World Trade Center) – Kevin Hoo of Cove Property Group along with real estate equity fund Multi-Employer Property Trust
and pension fund investment manager Bentall Kennedy have purchased the 465,000-square-foot tower for roughly $225 million ($484 per
square foot). Sellers Kushner Companies and CIM Group acquired the 27-story building in 2013 for $140 million ($302 per square foot). The
sale represents the 3rd turnover of ownership in 3-years, having also traded in late 2012 when Savanna Real Estate Fund I, LLC and Stellar
Management paid $120 million ($259 per square foot) for the building as part of a Lehman Brothers buyout.
17 Battery Place North aka 2 Washington Street (World Trade Center) – Nyack College has opted to exercise its option to buy out its lease
of the 166,385-square-foot condo unit for roughly $49.2 million ($296 per square foot) from the Moinian Group and Newmark Holdings. The
Christian liberal arts college initially leased the space in 2013 under a 20-year deal which included either the option to purchase the unit
or extend the lease to 2042. The commercial condo unit that originally totaled 427,414 square feet was acquired by the sellers in 2004 for
$70 million ($164 per square foot) and divided into 2-units earlier this year. Nyack secured a $55 million mortgage from Natixis Real Estate
Capital LLC to finalize the transaction according to city records.
18 Harrison Street (TriBeCa) – A company affiliated with Italian design firm WP Lavori has reportedly acquired the vacant 5-story,
7,807-square-foot commercial building for $7.925 million ($1,015 per square foot). Although future use of the property that offers 2,150
square feet of additional development rights has yet to be announced, its planned renovation by new ownership will likely be for a fashionrelated use. Located between Hudson and Greenwich Streets, the property was introduced to the market in 2014 at an initial asking price
of $11 million ($1,409 per square foot); and had been marketed as a potential mixed-use conversion or investment opportunity.
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Sale Activity (cont’d)
Residential Sale Activity
Fairstead Capital is reportedly in contract to purchase the 1,790-unit rent-stabilized apartment complex Savoy Park, 630 Lenox Avenue
aka 45 West 139th Street (Harlem) from an investor group that includes L+M Development Partners and Savanna. The sale is expected
to close by the end of April. The 7-building complex spread across 13-acres attracted a sale reportedly valued at north of $300 million
($175,000 per unit). The offering memo indicated that about 50% of the units are candidates for significant renovation, allowing new
ownership to increase average rents for potential future rent income growth. The complex last traded in 2012 for $210 million ($117,318 per
unit) through a foreclosure sale, receiving tax abatements totaling about $2.4 million per year as a result of a city agreement. Extensive
renovations were initiated along with a rebranding of the former Delano Village constructed in the late 1950s. Another recent notable
residential acquisition by Fairstead includes the 24-building, 979-unit Caiola portfolio spread across multiple neighborhoods in Manhattan
for $592 million ($604,699 per unit) along with the Blackstone Group.
Charleston, SC-based Greystar Real Estate has acquired 3-rental buildings through (2) off-market transactions for a combined total of
$336 million. Both purchases were made through the firm’s Greystar Equity Partners VIII fund. A $184 million acquisition loan was secured
from lenders New York Community Bank (NYCB) and Capital One. The $115 million debt originated by NYCB reportedly carries a 5-year term
with (2) one-year extension options.
•

The Chelsea, 160 West 24th Street (Chelsea) – The 204-unit, 212,134-square-foot property was purchased for $211.25 million
($1,035,539 per unit) from Chicago,IL-based LaSalle Investment Management. The property previously traded in 2006 for $117.4 million
($575,490 per unit) according to city records. New ownership intends to increase the property’s rent roll by upgrading kitchens, floors
and common areas.

•

247 North 7th Street / 248 North 8th Street (Williamsburg) – The adjacent 7-story buildings delivered in 2015 house a total of
169-units; and were purchased for $125 million ($739,644 per unit) from developer Adam America Real Estate. The project whose
original permits were filed in 2006 changed hands 3 times with a $12.3 million purchase by Rieder Holdings in 2011 from Van Benson
Management, followed by a transfer for $21.6 million ($216 per buildable-square-foot) to Slate Property Group in 2012. Adam America
eventually took over the long-stalled project in 2013 for an undisclosed price.

Virginia-based Harbor Group International and York Equities have acquired a 38-building, 935-unit rent-stabilized residential
portfolio in the Bronx for $140 million ($149,732 per unit) from longtime owner Jerome Associates. The sale commanded a price that
was 12-times the gross rent roll according to sources; and reportedly the largest transaction since 2013, affirming a growing interest by
investors in the city’s northern borough. The properties which include 24 retail spaces spread across the neighborhoods of Mott Haven,
Hunts Point, Lower Concourse, Little Italy, Belmont, Fordham and Bedford Park. A 57-unit building at 1192 Walton Avenue (Concourse), and
a 44-unit building at 769 Bryant Avenue (Hunts Point) were amongst the buildings in the purchased package. A $105 million acquisition loan
was secured from lender New York Community Bank.
Madison Realty Capital and USAA Real Estate Co. have acquired the Buchanan, a 16-story, 289-unit rental building located at 154162 East 48th Street aka 760-774 Third Avenue (Gramercy Park) for $270 million ($934,256 per unit). The deal comes about 3-months
after a contract signing by Madison Realty, at the time seeking an equity partner to invest about $100 million to close on the purchase
and renovate the property. Seller Harrison, NY-based Rao & Rao LLC, affiliated with the estate of real estate investor Bernard Kayden
has reportedly owned the property since 1959, having acquired the remaining 32% fee interest controlled by the Leona M. and Harry B.
Helmsley Charitable Trust for $41.6 million in 2009.
The building which spans the entire block-front between East 47th- and 48th Streets hosts a mix of rental units, office and ground level
retail space plus an internal courtyard. Rental units are reportedly comprised of 198 market-rate, 73 rent-stabilized, and 18 rent-controlled.
New ownership plans to buy-out 51 of the rent-stabilized tenants, upgrade residential units, convert the 2,500 square feet of office space
for retail use; and re-lease the approximately 13,600 square feet of retail space, intending to increase retail rents upon lease expirations. A
total of 140,000 square feet of air rights reportedly exists at the site for potential future development or sale.

P.46
P.46
P.4
46
46

Sale Activity (cont’d)
Residential Sale Activity (cont’d)
Fairstead Capital and the Blackstone Group have reportedly begun to test the market to see if a sale of the 979-unit, 24-building
Caiola Portfolio that totals 800,000 square feet can fetch a price in the vicinity of $1,000 per square or $800 million ($817,160 per unit).
The market-rate rental portfolio last traded in 2015 for $690 million ($704,801 per unit) when acquired from the Caiola family. The portfolio
primarily clustered within the neighborhoods of Chelsea and the Upper East Side was acquired, and in many instances developed by the
Caiola family over a period of 30-years. Amongst the Chelsea properties are 250 West 19th Street, a 16-story, 200-unit building; and 345
West 30th Street, a 9-story, 36-unit building. Upper East Side properties include 47-451 East 83rd Street, a 15-story, 73-unit building; and
314-343 East 62nd Street, a 4-story, 15-unit building.
Fairstead Capital and Galil Management has introduced a 47-building, 1,181-unit East Harlem Portfolio commonly known as the
“Dawnay Day Portfolio” to the market, hoping to fetch approximately $400 million ($350,000 per unit). The once-distressed residential
package primarily comprised of rent-stabilized units had been saved from a looming foreclosure in 2009 upon Fairstead and Galil (formerly
E&M Associates and SG2 Properties) acquiring it for an undisclosed price, previously trading for $225 million ($190,517 per unit) in 2007
upon its acquisition by U.K.-based Dawnay Day. Properties within the package reportedly include 112-116 East 103rd Street, a 6-story, 30unit building; 233 East 111th Street, a 4-story, 16-unit building; 1567 Lexington Avenue, a 6-story, 33-unit building; 291 Pleasant Avenue, a
5-story, 16-unit building; and 411 East 118th Street, a 6-story, 41-unit building.
S.W. Management has closed on the purchase of a 2-building portfolio located in the Upper East Side neighborhood — 234-250 East
63rd Street and 355-357 East 72nd Street (1345-1351 First Avenue). The properties that have a combined total of 330-rental units were
introduced to the market in early 2015 by the Elghanayan real estate family. Germany-based Deutsche Bank provided a $232 million
acquisition loan for the $310 million ($939,394 per unit) deal that closed in March. S.W. Management opted to exclude a development site
offering 85,000 buildable square feet located adjacent to the East 63rd Street building that was part of the original sale package offering.
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U.S. CMBS Defeasance Remains Strong in 2015 – Future Pace Hazy
A press release by international ratings agency Fitch Ratings announced that defeasance activity for U.S. commercial mortgage-backed
securities (CMBS) totaled $3.6 billion in the 4th quarter of 2015, about 32% lower than the $5.3 billion figure reached the 4th quarter of
2014. The total annual figure of $14.2 billion in 2015 was 29% lower year-over-year in comparison to the $20 billion reached in 2014. Office
properties led the way with a total of $1.3 million defeasances1 in the 4th quarter of 2015.
Despite diminished activity, levels were still significant as borrowers continued to take advantage of low interest rates. However any
volatility in interest rates and liquidity could negatively impact the pace of defeasance moving forward. It is anticipated that the 1st quarter
of 2016 will remain strong, but overall defeasance volume will likely decline from prior years with expectations of rising interest rates, the
effects of new regulatory requirements, and considerations of the overall health of the U.S. economy.
Delinquency rates in the U.S. CMBS market were down 17% year-over-year at the end of 2015 at 4.02% — the lowest level since October
2009 according to the press release, reflecting a 14 basis points (bps) improvement month-over-month; and a 60 bp-drop from the 4.62%
year-over-year figure. Loan resolutions totaling $8.5 billion in 2015 continued to outpace the $5.6 billion figure for new delinquencies; as
compared to the $11.5 billion and $6.5 billion in respective resolutions and new delinquencies the previous year. Looking ahead, it has been
projected that delinquencies will continue to fall by the end of 2016, having factored in the resolution of the Stuyvesant Town / Peter Cooper
Village and Riverton Apartments asset; and assuming continued strong new CMBS issuance this year.
Current & Previous Delinquency Rates
Property Type

2015
Year-end Rate

2014
Year-end Rate

Retail

5.20%

5.37%

Office

4.61%

5.01%

Hotel

3.82%

6.20%

Multi-family

4.19%

5.22%

Industrial

3.88%

5.25%

Mixed-use

2.73%

N/A

Other

0.89%

1.15%

1

Defeasance - a method for reducing the fees required when a borrower decides to prepay a fixed-rate commercial real estate loan. Instead of paying cash to the lender,
the defeasance option allows the borrower to exchange another cash flowing asset for the original collateral for the loan.
Sources:

https://www.fitchratings.com/site/fitch-home/pressrelease?id=998805 • https://www.fitchratings.com/site/fitch-home/pressrelease?id=997689
http://www.huffingtonpost.com/phil-jemmett/what-is-defeasance_b_3715376.html
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Volume of CMBS Loans Maturing Over Next 2-Years High
Although robust defeasance and early refinancings reduced the volume of commercial mortgage-backed securities (CMBS) slated to
mature in 2016 and 2017 by 17% from $232 billion to $192.9 billion, the figure is still high according to statistics compiled by Trepp, a
leading provider of information, analytics and technology to the global CMBS, commercial real estate, and banking industries. Relatively
low interest rates and healthy real estate fundamentals have facilitated refinancing by borrowers; but increasing interest rates could begin
to make it more difficult to meet debt-service coverage ratios (DSCR)1 in the years ahead.
Office and retail properties account for the largest volume of CMBS loans with a combined total of $128 billion almost equally divided
between the two property-types set to mature through 2018. Hotel properties which have $20 billion in loan volume maturing during
the same period are expected to be less impacted by an increase of interest rates, however cash flows tend to fluctuate more due to
reliance on transient leases. Loan-to-Value ratios (LTVs) also come into play when used as the refinancing benchmark. Last year’s average
underwritten LTV ratio for CMBS loan originations was 63%, reflecting a range of 62-70% depending on property type. General consensus
of softening underwriting standards has likely resulted in greater stressed LTV levels that will further widen the disparity between property
appraised values and the amount owed against the loan that has matured, lowering the amount the borrower can refinance according
to Trepp’s report. While lenders have generally been providing additional loan proceeds for residential properties, retail properties are
anticipated to have greater difficulty in meeting current LTVs
Looking back at 2015 the market handled the heavy volume of maturing CMBS better than earlier projections, in part due to “another 2-years
of price appreciation and fundamental improvements that included continued NOI growth in all major property types.” Among the $80.9 billion
in non-defeased and non-delinquent CMBS loans that were due to mature from January 2015 through February 2016, 94.02% by balance
have been paid off with 0.29% losses. About 68.74% of the remaining $4.84 billion non-defeased CMBS have been marked as delinquent.
If real estate fundamentals continue to maintain the level of performance seen in 2015, the outlook for CMBS defeasance of 2016 and 2017
maturities is positive. However if several looming negative macro factors such as the downward slide in oil prices, another possible interest
rate increase by the Federal Reserve, and growth concerns in China are factored in the outlook takes on a different direction. On a DSCR
basis it has been projected that “almost $31 billion in maturing loans will not be able to refinance their entire balance.” On an LTV basis,
“almost $93 billion would need additional equity in order to refinance at current income and cap rate levels,” a figure that could swell to up
to $100 billion if the Debt Yield2 parameter is factored in. The latter scenario could potentially create opportunity for other financing avenues
as CMBS maturity defaults rise, shifting more loans to the bridge and mezzanine lenders, or preferred equity and non-bank lending space.

1

Debt-Service Coverage Ratio (DSCR) – the ratio between available cash-flow and current debt obligations.

2

Debt Yield Ratio – Defined as the Net Operating Income (NOI) divided by the first mortgage debt amount, times 100%.

Source:

http://www.bloomberg.com/news/articles/2016-03-14/nyc-condo-builder-extell-brings-in-partner-to-help-fund-projects
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Landlords Jump into the Lending Market
A growing number of landlords and investors are branching out into the lending market. While some companies have turned to mezzanine
debt, others are venturing into bridge lending on the equity side.
•

ATCO Properties – The real estate investment and ownership platform which since 2009 has actively invested as a general partner in
office and retail properties, has recently launched a mezzanine-debt and preferred-equity program. During the summer the company
provided $12.7 million in preferred equity financing for the $33 million acquisition by Blesso Properties of the former Lincoln Savings
Bank building at 525-555 Broadway in Brooklyn’s Williamsburg neighborhood for a planned redevelopment project.

•

RXR Realty – The Long Island-based developer and Texas-based REIT Northstar recently raised a $2 billion investment fund, and
intend to dedicate a portion of its activities to making mezzanine loans in the city. A recent report further announced that the developer
is working on issuing over $500 million in mezzanine construction loans in light of the softening lending market for new residential
construction, but will steer away from ultra-high-end condos. Lending on asset recapitalizations is also planned. Extell Development
has already become a benefactor, RXR agreeing to provide $463.2 million described as a mezzanine loan at 7% interest for (3) of
the developer’s residential projects currently under construction — One Manhattan Square, 250 South Street (Lower East Side), an
802-unit development; 500-524 East 14th Street (East Village), a 150-unit development; and 547-551 Tenth Avenue, (Hudson Yards),
a 598-unit development. Under the new joint venture that will be formed RXR will reportedly receive a preferred equity stake in the
3-projects, which entitles the lender to half of the buildings’ cash flow after the loan is paid back and Extell recoups its equity.

•

Clarion Partners – The real estate investment manager closed on an over $10 million mezzanine loan in April on behalf of an undisclosed
investor for the 35-story, 401-key Hilton Garden Inn at 237 West 54th Street that opened last year.

More recently:
•

Dalan Management – The landlord of a 43-building portfolio in the city recently launched a financing platform dubbed SKW. Initially
entering the financing market in 2008 by buying non-performing loans, the company is now underwriting preferred equity and
mezzanine debt, issuing about $50 million with a goal of doubling the figure next year. Dalan recently provided $12 million in preferred
equity and mezzanine debt for the $24 million acquisition of 12 Franklin Street (Greenpoint, Brooklyn) by Simon Baron Development.

•

Tall Pines Capital – The newly launched venture of former President and CEO of Hartz Mountain Industries Emanuel “Manny” Stern,
JDS Development Group, and Magnum Real Estate is placing investments as preferred equity and mezzanine debt. The group recently
provided $6 million in mezzanine debt to developer Amirian Group for its planned redevelopment of the former Hershey Factory at
117-119 West 21st Street (Chelsea) into a residential condominium.

Non-Bank Lenders’ Increasing Role in Ultra-Luxury Projects
Concerns of an oversupply of super high-end residential condominium units that has made traditional lenders start to back-off, is triggering
an increase in lending activity amongst non-bank lenders that offer certain advantages to developers. In contrast to traditional bank loans
which reportedly carry around 20% principle recourse, non-bank loans “typically carry no principle recourse.” In addition, non-bank lenders
offer the convenience of reducing the complexity of loan negotiations by reducing the number of lenders required for the larger loans
sought by developers for ultra-luxury projects — although the convenience comes at a higher cost that is typically around 200 to 400 basis
points according to some sources. In recent years the London-based Children’s Investment Fund has reportedly become a major lender,
providing over $2 billion in loans since 2011 for some of Manhattan’s high-end residential projects such as:
•

15 Hudson Yards – $850 Million construction loan was provided to co-developers the Related Companies and Oxford Properties Group
in 2015 for the condo portion of the 70-story, 960,000-square-foot mixed rental/condo development.

•

432 Park Avenue – $400 Million was provided to the CIM Group and Macklowe Properties in 2012 for the 89-story, 452,713-squarefoot residential condominium.

•

520 Park Avenue – $450 Million was provided to Zeckendorf Development in 2014 for the 51-story condominium tower.

•

30 Park Place – $660 Million was provided to Silverstein Properties in 2013 for the Four Season’s branded mixed-use condo/hotel
project in Lower Manhattan.

1

Debt-Service Coverage Ratio (DSCR) – the ratio between available cash-flow and current debt obligations.

Source:

http://www.bloomberg.com/news/articles/2016-03-14/nyc-condo-builder-extell-brings-in-partner-to-help-fund-projects
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Approaching Dodd-Frank Regulations May Shift Lending Landscape
Near the end of 2016 when Section 15G of the Dodd-Frank Wall Street Reform and Consumer Protection Act goes into effect, it will
impact the Commercial Mortgage-Backed Securities (CMBS) market. Intended to bolster risk retention, requiring the issuer of a CMBS
pool to maintain 5% of the deal on its balance sheet for the entire life of the loan. In contrast life insurance company lenders could profit as
a result of the new regulations if some of their originator counterparts lose their competitive edge, particularly at a time when the spreads
on CMBS deals are becoming less favorable and the instability in bond yields has added pricing challenges.
Industry sources anticipate that “regulation, volatility and capital availability” will drive the lending market in 2016; and potentially some
longtime market participants may pull out of certain areas due to heightened regulations, while private debt platforms will most likely
pick up the slack. Life companies may play a more significant role in the near future, but opportunity has also increased for “nonbank
institutional lenders” which don’t fall under the slew of new regulations.
The Section 15G risk retention regulations will drive up costs for lenders and borrowers, making the CMBS market less lucrative; further
compounding uncertainty already spurred by the November enforcement of the expanded Regulation AB rule which now requires the chief
executive officer of any issuer to sign-off on each new offering, making the CEO liable for any false information on mortgage documents.
Banks have also felt the pressure from heightened regulations such as the Basel III’s High Volatility Commercial Real Estate rule which
regulates acquisition, development and construction loans. While life insurance companies are also seeing tighter overseeing, lending
in 2015 was active despite the 2014 nonbank systemically important financial institutions (SIFI) designation of major companies
Prudential Financial, AIG, and General Electric’s financial unit GE Capital — meaning that company failure could trigger a global crisis.
Prudential Mortgage Capital originated $14.6 billion in loans in 2015, followed by the issuance of $14.3 billion by MetLife which represented
a year-over-year increase of 18%. In comparison, CMBS issuance by the most active originator JPMorgan Chase was reportedly a lessor
$11.14 billion, followed by Deutsche Bank’s $9.6 billion figure.
Comparative Originated Lending
Industry

2014

2013

Life Companies

$52.98 Billion

$52.5 Billion

CMBS

$93.1 Billion

$83.2 Billion

In opposition against the SIFI label, insurer MetLife has launched legal action against the government which could set a precedent and
prompt others to follow. The new designation process has already impacted the financial industry giving rise to January’s announcement
by MetLife that is was selling a large block of its American Life Insurance business, a decision partially in response to regulatory factors.
General Electric has also decided to divest its financial unit, while AIG is streamlining parts of its business.
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Dodd-Frank Regulations (cont’d)
The CMBS market was strong in 2015 reaching a total volume of $101 billion, its highest volume since the last peak in 2007 which totaled
$229.51 billion. However single-asset/single-borrower deals, which have accounted for a significant percentage of CMBS transactions,
will become virtually impossible to securitize under the Section 15G rules as currently set-up; prompting an appeal to regulators for
modifications. While new regulations following the economic downturn primarily focused on banks and CMBS lenders, financing activity
by both industries has remained strong. It was recently announced that TD Bank, which has become a significant player in New York City’s
real estate market, is aiming to double its volume of loans in the affordable housing space to about $360 million over the next 2-years.
Yet bonds backed by the $600 billion CMBS market, which accounts for about 25% of all U.S. commercial real estate loans, have reportedly
weakened since the beginning of 2016 amid concerns of an economic slowdown. CMBS are created from loans originated to finance
properties and developments that are repackaged into bonds, and then sold off in slices with varying levels of risk and return. According
to reported data from Deutsche Bank AG, the risk premiums on some CMBS slices have risen sharply by 2.75 percentage points since
January 1, translating into a roughly 18% drop in prices for triple-b-rated bonds. The rise in risk premiums has in part been attributed to
the increased reluctance of banks to hold securities on their books due to heightened regulations that now require more capital being
held against assets on their balance sheets. As CMBS activity shows signs of a slowdown — having fallen short of 2015 projections, a
weakness in the financing market could hurt property values which are generally based upon property income generated and borrowing
costs for buyers. As borrowers try to keep up with rising values, loan-to-value (LTV) ratios are moving higher. Despite a slowdown of price
gains in the 2nd-half of 2015, a national commercial-property price index (CPPI) from Moody’s Investors Service and Real Capital Analytics
(RCA) reportedly rose 12.7% in 2015, a figure that is 17.3% above its pre-crisis peak.

Sources:

http://www.wsj.com/articles/warning-light-flashes-for-the-commercial-property-boom-1455618603
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Lenders React to Softening High-End Residential Market
The increasing signs of a slowdown of luxury condominium sales in New York City are signaling a potential oversupply of inventory, and
have caught the attention of lenders. Several banks are reportedly beginning to scale back on the financing of luxury condo construction,
while others are leaving the market altogether according to sources. Some reported statistics reveal that sale-units in new developments
are sitting on the market longer, with the average number of days increasing 47% year-over-year in the 4th quarter of 2015. Lenders are
becoming more cautious, anticipating higher risks as thousands of new luxury condo units are expected to enter the market in 2016 and
2017. It is likely that financing will come at a higher premium as banks step-back; and as a result a reliance on bridge lenders, private debt
funds, or the federal EB-5 Foreign Investor program will increase.
Although some developers remain optimistic and are seeking other avenues for financing, others are pulling back as in the example of a
planned repositioning of the Helmsley Park Lane Hotel at 36 Central Park South (Midtown West) which was recently put on hold. Finding
a middle ground, projects such as HFZ Capital’s planned 2-building condo development on the entire square-block site near High Line park
at 501-515 West 17th Street; and 3-projects by Toll Brothers Living at 55 West 17th Street (Chelsea), 351-355 Broadway (TriBeCa), and
100 Barrow Street (West Village) are being scaled down to more affordable projects than originally planned.
Some high-profile projects still seeking construction loans reportedly include:
76 Eleventh Avenue formerly 501-515 West 17th Street (Chelsea) – HFZ Capital’s large project which is still in planning stages is seeking
over $1 billion in construction financing; and as part of fundraising efforts is going through the EB-5 regional center U.S. Immigration Fund
hoping to raise $250 million through 2-phases according to recent filings.
Central Park Tower, 217-225 West 57th Street (Midtown West) – The mixed-use cantilevering tower formerly known as the Nordstrom
Tower is being developed by Extell Development; and although construction funding has yet to be announced, the project has already
broken ground.
3 Sutton Place formerly 426-432 East 58th Street (Sutton Place) – The Bauhouse Group is currently seeking $80 million in mezzanine
financing for the project that has triggered opposition from area residents. The originally planned 80-story tower that has recently been
downsized to a 68-story project has reportedly struggled to secure financing or a development partner. Currently facing a potential
foreclosure auction, some industry sources anticipate it could be the first of several other under-financed projects on the horizon to face
potential default as banks begin to back away from condo projects.
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The EB-5 Program Moves into the Spotlight
The heightened popularity of the relatively affordable federal government’s foreign investor program may result in it losing its appeal. Strong
developer demand, increased competition from Chinese investors, and a rise in fees charged by intermediaries may bring the financing
costs of EB-5 funding more closely in-line with traditional lending. New York alone easily accounts for over 100 projects vying for EB-5
funding, increasing the length of time to market and close a deal while simultaneously driving up developers’ costs. The interest rates for
EB-5 funds are now close to 7%, representing a significant increase of about 75% from the approximately 3-4% range 10 years ago.
Several New York City developers have established their own in-house regional centers in an effort to eliminate some of the middlemen and
reduce escalating deal costs. Related Companies, Silverstein Properties, Extell Development, the Lightstone Group, as well as real estate
lending and investment firm Greystone which submitted applications last year are amongst the growing numbers. Despite some highrisks involved as the Securities and Exchange Commission (SEC) cracks down on EB-5 corruption, in-house regional centers can reduce
costs by typically at least 1-2%, allowing the company to establish more favorable terms with investors and avoid paying management
fees according to the report. Some skeptics of the in-house centers perceive that cost savings could be a trade-off for a more effective
marketing of the investment offering via the existing “network of migration agents” that third-party regional centers offer.
However a continued rise in EB-5 deal costs could potentially prompt developers to begin to back-off the current high volume of usage
at a time when there has been a reported increase in traditional lenders providing subordinate financing for “well-located Manhattan
developments” according to some sources. As property values rise, equity investments have become too expensive for some commercial
lenders; and as new players rush into the mezzanine lending market financing costs are being pushed lower, narrowing spreads to levels
that are nearing those of EB-5 deals. Forest City Partners’ Pacific Park project in Brooklyn has been cited in example, company sources
noting that deal costs for the EB-5 funding accessed for (6) of the project’s buildings has doubled since the first deal in 2010.
The program is further challenged by the lengthening wait list for EB-5 immigration petitions; as well as finding financing in the rare
instances where EB-5 is used as equity rather than debt, since it essentially results in lenders doing business with hundreds of strangers
creating a level of complexity and uncertainty that many senior lenders choose to avoid. Even concerns of litigation arise should a project
fail to deliver causing investors to lose their money.
Yet popularity of the program remains high as a result of its advantage of offering more flexibility in that EB-5 funding can be “debt or
equity, secured or unsecured, and can even account for as little as 1% of a project’s cost or as much as 100%” according to reports of a
research paper by New York University professors Jeanne Calderon and Gary Friedlander. EB-5 funding can also be secured in the early
stages of a project to help with early infrastructure improvements such as environmental land remediation or initial foundation work;
whereas the securing of traditional debt for these types of early capital outlays can be more challenging.
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EB-5 Foreign Investor Program - Applications Continue to Rise
The popular federal program that grants up to 10,000 visas annually to foreign investors that meet certain investment guidelines saw a
surge in applications in 2015, rising over 50% year-over year to 17,791. The existing program that has sparked criticism was due to expire
at the end of September, ultimately extended unchanged through September 30, 2016 via federal stopgap legislation. Although activity
has reportedly slowed since the December 2015 extension, a total of 21,988 applications were pending at the end of 2015, with at least
a 5-year backlog for most foreign applicants. China still leads the way, accounting for 80% of the visas issued to date according to some
sources. Many of New York City’s developers have accessed the program to help finance new construction.
Notable NYC Projects Seeking EB-5 Capital*
Developer

Project Name

Location

EB-5 Funds

HFZ Capital

76 Eleventh Avenue
(formerly 501-515 West 17th Street)

Manhattan

$250 Million

Funds are planned to be raised in 2-phases for the planned residential condominium project in Chelsea
KNIC Partners LLC

Kingsbridge National Ice Center

Bronx

$250 Million

Witkoff / Fisher Brothers

111 Murray Street

Manhattan

$175 Million

Tishman Speyer

1 & 3 Gotham Center

Queens

$145 Million

Extell Development

One Manhattan Square, 250 South Street
(formerly 227 Cherry Street)

Manhattan

$100-$200 Million

Hudson Companies

280 Cadman Plaza (Brooklyn Library)

Brooklyn

$110 Million

LAM Group

Virgin Hotel, 1205-1225 Broadway

Manhattan

$100 Million

Macklowe Properties

One Wall Street

Manhattan

$100 Million

Lend Lease / Victor Homes

281 Fifth Avenue

Manhattan

$100 Million

Madison Equities

45 Broad Street

Manhattan

$75 Million

Tishman Speyer

422 Fulton Street

Brooklyn

$60 Million

Representing about 12% of the total $491 million in financing being raised for the repositioning of the 5-upper floors for office use plus
a 5-story vertical expansion of the Macy’s Downtown Brooklyn Flagship store at 422 Fulton Street.

Kaufu Properties

1289 Lexington Avenue
(formerly 147-151 East 86th Street)

Manhattan

$50 Million

Michael Shvo
Bizzi & Partners Development
Halpern Real Estate Ventures

100 Varick Street
aka 565 Broome Street

Manhattan

N/A

If EB-5 funds are raised it will be the first major New York City project to secure all three major layers of the capital stack from Chinese
sources — $135 million equity investment by China Cinda, a $320 million construction loan from the Industrial and Commercial Bank of
China, and EB-5 funding which is typically in the form of mezzanine financing.
*Source: TRD Research

Highest EB-5 Funding Raised Amongst NYC Projects*
Developer

Project Name

Location

EB-5 Funds

The Related Companies

Hudson Yards

Manhattan

$600 Million

Greenland Forest City Partners

Pacific Park

Brooklyn

$577 Million

Silverstein Properties

Four Seasons, 30 Park Place

Downtown

$250 Million

BNY Development

Brooklyn Navy Yard/Steiner Studios

Manhattan

$247 Million

Witkoff Group

Marriott Edition, 701 Times Square

Manhattan

$200 Million

Acadia

City Point

Brooklyn

$200 Million

Durst Organization

Via 57West, 625 West 57th Street

Manhattan

$180 Million

Michael Shvo, Bizzi & Partners

125 Greenwich Street

Manhattan

$175 Million

Plaza Capital

New York Wheel

Staten Island

$150 Million

Extell Development

555 Tenth Avenue

Manhattan

$100 Million

*Source: Research by NYC professors Jeanne Calderon and Gary Friedlander, TRD Research and EB-5 Projects.com
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Regional Centers and the EB-5 Foreign Investor Program
Regional Centers, also known as “sponsors” of EB-5 projects, serve as the intermediaries between developers and investors that primarily
act as “de facto clearing houses for immigration documents and investor capital.” The EB-5 program which has sparked criticism in recent
years is due to undergo some changes before its September 30th renewal comes up. It is expected that many of the reforms will target
the regional centers, calling for heightened transparency.
As the 2015 expiration of the EB-5 program neared, some of the language and guidelines anticipated to be tweaked by Congress included:
•

A possible decrease in the number of visas to be approved that currently stands at 10,000 each year;

•

A reconsideration of the annual limit parameters to investment volume; and

•

A re-evaluation of the 50% reduction of the threshold investment for projects within the Targeted Employment Areas (TEA)1, requiring
only a $500,000 investment that as a result has generally accounted for the only projects getting funding, which then leads to the
question as to whether or not to federalize the process of certifying an area as a TEA that currently is controlled by states.

It is anticipated that the next round of changes as the September 2016 expiration approaches will reportedly focus on:
•

Clearer guidelines on job creation requirements, such as mandating that 50% of jobs must be within a set geographic distance from
the project;

•

More stringent reporting for regional centers including annual statements, certifications demonstrating securities compliance and
background checks for some operators;

•

Prohibitions barring foreign entities or governments from owning or funding regional centers;

•

Signed consent forms from EB-5 investors showing they understand the rules, procedures and fees involved; and

•

Additional reporting requirements from government watchdog agencies including the Government Accountability Office and the
Inspector General’s office.

1

Targeted Employment Area is an area which, at the time of investment, is in a rural area or an area with an unemployment rate at least 150 percent of the average
national unemployment rate.
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Regional Centers (cont’d)
The U.S Immigration Fund (USIF) launched in 2011 has reportedly become the largest regional center in New York, and possibly the country.
The number of nationwide regional centers has grown from 28 during the early years of the EB-5 program’s inception in 1990 to over 800,
with New York accounting for at least 65 regional centers. In fiscal year 2015, a total of $4.38 billion in direct foreign investment in the U.S.
was reportedly generated through the federal foreign investor program, a figure that has significantly risen from $3.56 billion in 2014 and
only $320 million in 2008 according to reported statistics compiled by quarterly trade publication the Regional Center Business Journal.
Fees associated with transactions handled by the third-party regional centers which cost about $200,000 to set-up reportedly include:
•

5-8% of the total capital raised paid by developers;

•

$25,000-$60,000 paid by each investor on top of the $500,000 minimum commitment required by the program.

Heightened expenses incurred by the regional centers reportedly include the hiring of foreign “migration agents” responsible for lining
up investors. Migration agents also described as “gatekeepers” primarily establish access to the foreign investors looking to invest their
money in exchange for a visa. The number of migration agents ranging in size from small pop-ups to bigger franchises has grown to nearly
800 firms in China which is currently one of the largest participants in the EB-5 program.
Quickly becoming a key component of the securing of EB-5 capital, concerns have escalated with regard to the migration agencies
becoming vulnerable to corruption. Currently outside the jurisdiction of the U.S. Securities and Exchange Commission, a lack of regulation
could give rise to the misrepresentation of a project and its risks despite being licensed by the Chinese government. In such cases the
question arises as to who should be held accountable; and although some industry sources believe that the developers and regional centers
who are financially benefitting from the marketing done by the migration agents should be the parties held accountable, overseeing and
enforcement is difficult due to the large number of agents that exist.
Initially launched as true immigration centers, heightened EB-5 funding demand by U.S. developers has expanded the migration agent’s
role of acting as a securities dealer and a marketing agent for U.S. real estate projects to Chinese investors. In exchange the agents are
paid high commissions from the regional centers (or developer) that are reportedly comprised of an upfront fee ranging $50,000-$75,000
per each $500,000 investment they secure, plus a 3%-8% share of the interest over the term of the loan. Restricted from soliciting
investment offerings on American soil, the migration agents are free to market the projects at conferences and events held in China.
Top NYC Regional Centers by Dollars Raised*
Regional Center

Dollars Raised

Notable Projects

U.S. Immigration Fund

$1.5 Billion

Pacific Park, Nassau Coliseum, 101 Tribeca

NYC Regional Center

$1.1 Billion

Brooklyn Navy Yard, Steiner Studios

Related NYC Metro Regional Center

$600 Million

Hudson Yards

Silverstein Properties Regional Center

$250 Million

Four Seasons, 30 Park Place

New York Immigration Fund

$233 Million

Times Square Hotel, 400 West 42nd Street
Knickerbocker Hotel, 6 Times Square

New York Metropolitan Regional Center

$200 Million

New York Wheel, Staten Island
Gulfport Marine Terminal, Staten Island

*Source: Research by NYC professors Jeanne Calderon and Gary Friedlander, TRD Research and EB-5 Projects.com
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U.S. Financial Institutions Enter the EB-5 Market
A growing number of financial institutions are entering the EB-5 market that is offering a new avenue for generating profits for the banks
and financial firms’ various financial investors. The management of EB-5 capital has opened the door to providing additional resources to
make loans against and generate revenue from; as well as potentially creating additional business from developers and even the foreign
investors. Although higher stakes are involved with EB-5 funds, there are currently “few rules governing how capital must be handled
in the EB-5 ecosystem.” The California-based NES Financial, Yonkers -based Sterling National Bank, and Manhattan-based Greystone are
amongst the recent financial firms participating in EB-5 banking.
These new entrants have the ability to serve as in “institutional quality intermediary” between the developer and foreign investors, having
the advantage of being able to provide or arrange bridge capital. Banks have taken on 2-roles as participants in the EB-5 market:
•

Providers of bridge loans to developers until the EB-5 capital becomes available, generating profits for the bank on the interest spread
and fees. Bridge loans have become key in light of the backlog of immigration applications that are now taking about 16-months in
processing time; and

•

Administrators of escrow accounts that hold investor capital, generating deposit revenue for the bank. As a precaution, some banks
are placing funds in a collection account until a background check in compliance with the Office of Foreign Assets Control and
Patriotic Act is completed before establishing the escrow account. Although currently not required, escrow accounts for EB-5 capital
have become more popular since it reduces risk for both the developer and investor if complications arise requiring a refund of
the investor’s money due to either the project not being approved by EB-5 program overseer the U.S. Citizenship and Immigration
Services (USCIS), or the investor’s visa petition is denied.

The EB-5 program has also attracted some insurance providers that are offering EB-5 insurance, entitling a $10,000 policy holder to the
$500,000 repayment of investor capital if the foreign investor’s visa application is not approved by the USCIS.
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Israeli Stock Exchange Attracts the First U.S. REIT
KBS Strategic Opportunity REIT – The public, non-traded real estate investment trust managed by Newport Beach, CA-based KBS Capital
Advisors will be the first U.S. REIT to successfully issue bonds through the Tel Aviv Stock Exchange (TASE). The first phase of the REIT’s
bond offering reportedly closed in the first week of March with a $216 million debt tender to financial institutions and Israeli investment
funds at an interest rate of 4.25%, having attracted over $300 million in demand. The 2nd round public tender that opened the door to a
broader pool of investors secured an additional over $32.6 million upon closing March 7, bringing the total bond offering to around $249
million. A portfolio of 20 properties valued at $1.5 billion, including 110 William Street (FiDi) currently valued at $405 million, backed the
debt offering which exceeded expectations of around $100-$200 million. Proceeds will reportedly be used by KBS to acquire new assets.
Pinnacle Group – The Midtown-based landlord reportedly trading under the name Zarasai Group on the Tel Aviv Stock Exchange raised
$65 million in the first round of a bond offering in mid-March. The institutional tender to Israeli investment firms, insurers, pension funds,
mutual funds and qualified investors attracted $182 million in demand from investors according to report. The new issuance carries a
4.35% interest rate with a bond term of 6.3 years; and is backed by a nearly 8,700-unit residential rental portfolio valued at $1.7 billion — of
which 97% are rent-stabilized. The properties are spread across Manhattan, Brooklyn, Queens and the Bronx, with total equity standing at
$715 million. The 2nd public tender to a wider pool of general Israeli investors is expected to take place before the end of March, potentially
raising issuance to $78 million. Proceeds from the bond offering are expected to be applied towards the funding of new building purchases
and the servicing of existing debt maturities.
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Cornell Tech - Passive House Residential Building - Rendering

Cornell Tech’s Residential Tower Secures Construction Financing Deal
Co-developers the Hudson Companies and Related Companies have secured $105 million in financing from lender Wells Fargo for the
planned residential building at 1 East Loop Road. The new debt that carries a 3-year term with a 1-year extension option will fund the
construction of the 26-story tower that is part of the new multi-building applied sciences and engineering campus. The new 350-unit tower
that will house 530 graduate students, faculty and Cornell Tech staff is expected to achieve an energy efficiency level that supersedes
that of any other building of its size constructed to date. Reaching a linear height of 270-feet the project will reportedly deliver the world’s
largest Passive-House building, meeting strict energy efficiency standards set by Germany’s Passive House Institute (PHI).
According to earlier reports, it has been projected that Cornell’s $115 million residential tower will save 882-tons of CO2 per year compared
to a normal building; and while it is insignificant in comparison to the reportedly 3.5 million tons emitted yearly by a coal power plant, the
possibility of its construction establishing a model for future building development could result in a significant CO2 emission savings down
the road. In addition, the building will boast a diminished energy usage of an overall 60-70% in comparison to other buildings of similar
size. The estimated additional 5% in development costs are expected to be reimbursed several times as a result of significantly reduced
energy costs.
In general, Passive House buildings use little in the way of energy, heating and cooling due to the structure being extremely air tight.
Cornell has opted to install slightly smaller windows in order to avoid the exorbitant cost of building a double envelope (a building within
a building) to accommodate larger floor-to-ceiling windows to take advantage of the waterfront views. A unique ventilator system that
required special permission from the city to install will circulate fresh air from outside, thereby almost eliminating the need for a heating
and cooling system.
It is anticipated that the tower’s construction as a ‘beta’ eco-friendly development will incur bumps along the way that will require tweaks,
but if successful could help pave the way to an urban future of significantly higher energy efficiency. The new residential building is
expected to open prior to student arrival in August 2017.

Tech Campus Overview:
Cornell NYC Tech will be a 2-million-square-foot, river-to-river build-out, promising expansive views and green, public spaces. The project
will be constructed in 3-phases with a tentative completion in 2043. It is projected that approximately 6-years after full delivery the campus
will house approximately 2,000 full-time graduate students and nearly 280 faculty and researchers. The project is estimated to cost Cornell
about $2 billion. Other reported funding thus far comes from a $100 million gift by the city’s former mayor Michael Bloomberg in 2015; and
a $5 million gift from the Dyson Foundation for a new master of business administration program that was awarded in 2014.
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The Bloomberg Center - Rendering

The Bridge at Cornell Tech - Rendering

Passive House Residential Building - Rendering

Verizon Executive Education Center - Rendering

Cornell Tech (cont’d)
Cornell Tech and Technion – Israel Institute of Technology formerly executed a 99-year lease on December 19, 2013, exactly 2 years after
being announced the winning bidder of the Applied Sciences NYC competition, transferring 12 acres of Roosevelt Island to Cornell Tech.
The new campus will replace the Coler-Goldwater Specialty Hospital & Nursing Facility, a 2,000-bed facility specializing in clinical,
nursing and rehabilitative care that will be demolished to make way for new construction. A zoning change from hospital use to allow a
college campus and commercial and hotel space was required. There will be no walls or gates around the new campus, to which there
will be several access points.

Phase I
•

The Bloomberg Center: A 4-story, 160,000-square-foot academic building to house an open office design to encourage collaboration.

•

The Bridge at Cornell Tech: A 6-story tech incubator that hopes to achieve LEED Silver certification. Being developed by Forest City
Ratner, The Bridge will “house an ecosystem of companies, researchers, and entrepreneurs who are focused on catalyzing innovation
and the commercialization of new products and technologies.” The building has been named in honor of the daughters of Michael
Bloomberg who gifted $100 million through his philanthropic organization towards its construction.

•

Residential Building: The 350-unit tower will be constructed to Passive House standards by co-developers the Hudson Companies
and Related Companies. Amenities will include a gym, lounge, and roof deck.

•

Verizon Executive Education Center: The facility will serve as a location for the entire Cornell tech academic community and
technology industry to gather for conferences and meet-ups.

Sources:

http://tech.cornell.edu/
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Lending Activity - 1st Quarter 2016
Seeking Lenders
475 Sixth Avenue (West Village) –TF Cornerstone is seeking to secure $15-$18 million in permanent financing with a term of 7-15 years to
acquire the 46-year master lease of the retail co-op located between West 11th and 12th Streets. The ground lease for the 13,037-squarefoot ground floor unit is currently controlled by Madison Capital; and home to a CVS Pharmacy, Wells Fargo branch, and parking garage.
Madison Capital is selling the master lease for $31 million as part of a 1031 exchange according to sources. The deal was expected to
close before the end of January.

Reported Loans Secured
Midtown
550 Madison Avenue (Plaza) – The Chetrit Group and Clipper Equity have secured a 6-month
extension for the roughly $900 million debt secured in 2013 for the $1.1 billion acquisition of the
former Sony Building. Lender Bank of China provided a $600 million mortgage and an additional
$300 million in mezzanine debt was provided by SL Green Realty Corp. The co-developers which
have reportedly invested over $200 million of their own money are currently seeking a new $1.4
billion loan to pay-off the 2013 debt. The balance of the proceeds will help finance the conversion of
the office tower into a mixed-use residential condominium with a 5-star Oetker Collection hotel at
the property’s base, reportedly requiring extensive design changes to accommodate the Germanybased hotel brand.
485 Seventh Avenue (Times Square) – The Lightstone Group has reportedly secured a $330 million
financing package. The team of lenders was led by Square Mile Capital Management which provided
a $205 million construction, with the remaining $125 million in capital provided by 2-undisclosed
institutional investors. The new debt will go towards the developer’s hotel conversion of the 16-story
building that dates back to 1907 into a Marriott Moxy Hotel. Currently the only open Moxy-branded
hotel, which offers a line of chic, lifestyle boutique hotels at affordable prices, is in Milan, Italy; but
2-other locations in the U.S. are slated to open this year.

485 Seventh Avenue - Rendering

787 Seventh Avenue (Columbus Circle) – California pension fund CalPERS secured a $780 million first mortgage from lender Deutsche
Bank to close on the $1.9 billion ($1,090 per square foot) acquisition of the 1.743 million-square-foot tower. The property was introduced to
the market last August by AXA Financial, having last traded in 2009 for $1.76 billion ($1,009 per square foot). Major tenants at the 54-story
tower currently include French bank BNP Paribas, and law firms Willkie Farr & Gallagher LLP and Sidley Austin.

Sources:

http://www.snl.com/IRWebLinkX/file.aspx?IID=4323331&FID=33063256
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Lending Activity (cont’d)
Midtown (cont’d)
1633 Broadway (Columbus Circle) – The Paramount Group secured refinancing for the 48-story tower in December. The $1 billion loan
included an option to increase the debt by $250 million. The 7-year, interest only loan carries an interest rate at 175 bps above LIBOR;
however the company entered into interest rate swap agreements fixing LIBOR at 1.84% through 2021. Although unverified, the financing
appears to have reportedly been led by German bank conglomerate Landesbank Baden-Württemberg per city records. The new debt
replaces a $907 million loan also provide by Landesbank that was due to expire by the end of 2016; and carried a 5.35% weighted average
interest rate. Deka Group, ING Capital, and Wells Fargo served as joint lead arrangers along with the German lender. Financial firm Morgan
Stanley recently signed a 15-year expansion deal at the tower that will bring the company’s footprint up to 260,829 square feet.
630 Third Avenue (Midtown East) – New York based ATCO Properties & Management secured a $70 million mortgage from lender
Prudential Mortgage Capital Company. As part of the financing package for the 22-story, 237,202-square-foot tower, Prudential acquired the
$16 mortgage previously provided by Guardian Life Insurance in 2002.
1 Park Avenue (Murray Hill) – Co-owners Vornado Realty Trust and Canada Pension Plan Investment Board (CPPIB) secured an interest-only
$300 million mortgage from a group of lenders led by Frankfurt-based DekaBank. The new debt that reportedly matures in March 2021
carries an interest rate of Libor plus 1.75%; and replaces a $250 million loan that matures in March provided by Morgan Stanley in 2011,
carrying a 4.995% interest rate. Vornado currently owns the controlling 55% stake in the tower, CPPIB increasing its 11% stake to 45% as
a result of the $108 million acquisition made in June 2014. Major tenants at the 924,501-square-foot building include NYU Langone Medical
Center and NYU School of Medicine which occupy 433,264 square feet spread across 10-floors of the 20-story tower.
Midtown South
Essex Crossing (Lower East Side) –The development team of L+M Development Partners, Taconic Investment Partners and BFC Partners
under the joint venture Delancey Street Associates is likely to get a total commitment of nearly $500 million from Goldman Sach’s Urban
Investment Group (UIG). According to the reported comments of one of the group’s managing directors the project that has “a low-income
housing tax credit component, a bond financing component and new market tax credit components” offered an ideal opportunity for UIG,
satisfying the 3-main criteria required to be met along with projections of high returns warranting the group’s significant commitment:
•

Having the support of the city, which provided the land;

•

Creation of a mix of commercial, low-income and market-rate housing, thereby supporting the city administration’s goal for additional
affordable housing;

•

Transformation of the largest stretch of undeveloped city-owned land in Manhattan below 96th Street that has sat vacant for decades
which fulfills UIG’s urban regeneration mandate.

UIG has already provided nearly $200 million for the 1.9 million-square-foot mixed-use project located within the Seward Park Urban
Renewal Area (SPURA) that is estimated to have a $1 billion price tag:
•

$181 Million provided in December 2014 for an 85% equity stake in Phase 1 of the project, of which 6.5% was reportedly generated
through the utilization of New Market Tax Credits — a federal initiative to promote investment in low-income communities; shifting
away from UIG’s typical investment which has traditionally been heavily weighted on the debt side. Phase 1 which is currently
underway will deliver 556 residential units comprised of a mix of rental, condos, and subsidized senior and affordable housing spread
across 4-buildings. In addition the project will bring a theater operated by Regal Entertainment; a new home for the Essex Street
Market and rooftop urban farm; an NYU Langone Medical Center; as well as new retail, commercial and community space to the area.

•

$19 Million was provided towards the planning of Phase 2 and 3, which are slated for a 2020 completion.

•

$95 Million was provided as a construction loan towards the end of 2015 for the only condo development that will rise at 242 Broome
Street (Site 1); and deliver 55-units of which 20% will be designated for affordable housing.

An additional investment on the equity side of $200 million planned for Phase 2 and 3. Other lenders involved in the project include Wells
Fargo and Citibank

Sources:

http://www.vno.com/press-release/tz0zwtvhyb/vornado-completes-700-million-refinancing-of-770-broadway-realizing-330-million-of-net-proceeds
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Lending Activity (cont’d)
Midtown South (cont’d)
275-283 West 10th Street aka 667-675 Washington Street (West Village) – The partnership of
Starwood Capital Group and Naftali Group secured a roughly $65.9 million loan in February from lender
HSBC Bank. The new debt replaces a $5 million loan also originated by HSBC in 2014. The co-developers
intend to convert the 145-unit rental property dubbed The Shephard into 38-condominium units, filing
applications in 2014. However the project that will require Landmarks Preservation Commission (LPC)
approvals, due to its location within the Greenwich Village Historic District Extension, hit a roadblock
when an existing tenant refused to vacate; triggering legal action by the developers in 2015. The former
137,000-square-foot industrial building that dates back to 1893 was reportedly converted to residential
use in 1979 by Rockrose Development. In 2014 Starwood acquired the 12-story corner property for
roughly $68.167 million ($498 per square foot).
770 Broadway (Greenwich Village) – Vornado Realty Trust secured a $700 million loan in February to
275-283 West 10th Street - Rendering
refinance the former Wanamaker’s Department Store building. The lender’s name was not disclosed,
but the interest-only financing package reportedly carries a 5-year-term at 1.75% above LIBOR, (London
Interbank Offered Rate) which was swapped for a 4.5-year term at a fixed rate of 2.56%. The property which is currently 100% leased and
boasts large tenants AOL, Facebook and J.Crew, was acquired in the late 1990s by the REIT and repositioned into office use. The new
debt provides Vornado with net proceeds of $330 million, replacing a $353 million loan provided by Column Financial in 2006 that was due
to expire in March; and carried a 5.65% interest rate according to reports of the company’s quarterly
earnings call.
245 Fifth Avenue (NoMad) – Co-owners Moinian Group and Thor Equities secured 7-year, $160 million
loan to refinance the 24-story, 314,000-square-foot tower from lender AIG Global Real Estate. The new
debt reportedly carries a 3-year term with interest-only payments and a fixed interest rate of 3.99%.
Proceeds will replace a $130 million bridge loan originated by Deutsche Bank in 2014.
1205-1225 Broadway (NoMad) – The Lam Group has secured a $222 million construction loan from
lender Shanghai Commerical Bank for the 38-story, Virgin-branded hotel project that broke ground last
fall. The 465-key, 500,000-square-foot tower will also include about 90,000 square feet of retail space
spread across 5-floors at the base. Existing structures on the 3-parcel assemblage located between
West 29th- and 30th Streets have already been demolished. The development site was acquired
through multiple transactions in 2011 and 2012 for a total of $87.9 million ($176 per buildable-squarefoot). In addition to the new debt, the developer reportedly plans to invest $105 million in equity; and
although seeking to raise another $100 million through the federal government’s EB-5 Foreign Investor
Program, is capable of proceeding with construction of the project without waiting for the EB-5 funds.

1205-1225 Broadway - Rendering
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Lending Activity (cont’d)
Midtown South (cont’d)
“Superpier,” Pier 57 on Hudson River at West 15th Street (Chelsea) – Co-developers RXR Realty and Youngwoo & Associates are
finalizing terms and agreements for $225 million in financing from lender PNC Bank. The new debt will help fund the approximately $350
million redevelopment of the west side pier into a mix of new office, retail and park space. The development team currently controls the
former Marine and Aviation building under a 49-year lease with the Hudson River Park Trust (HRPT), the public benefit corporation that
controls the pier as overseers of the 500-acre Hudson River Park. The project has attracted attention, bringing the announcement last year
of celebrity chef Anthony Bourdain subleasing the main concourse and mezzanine of Pier 57 to create a 100,000-square-foot food-stall
market. The new “Singapore-style hawker market” dubbed Bourdain Market will be joined by technology giant Google having committed
to a 15-year deal for 250,000 square feet of space, representing about 50% of the 480,000 square feet of office space planned at the pier.
Downtown
20 Broad Street (FiDi) – Metro Loft Management secured a $170 million financing package, having reportedly acquired the controlling
leasehold for the 473,000-square-foot building from Vornado Realty Trust for $185 million ($391 per square foot). Deutsche Bank and
AllianceBernstein reportedly co-originated $125 million, while the Vanbarton Group provided the remaining $45 million in debt. In addition
to financing the purchase, loan proceeds will help fund pre-development costs. Metro Loft intends to reposition the building into a
residential rental property, although conversion is anticipated to face some challenges due to the layout of the building’s lower floors which
are larger than the spaces at the top of the tiered property; and likely come at a price tag in the tens of millions according to some sources.
Upon redevelopment completion, the building will house 500 luxury rental units and up to 5-floors of retail space.
Long time tenant the New York Stock Exchange (NYSE) will be vacating the building in August 2016, deciding to forfeit their option to
extend their sublease of close to 400,000 square feet until 2041. The fee-owner Atlanta, GA-based IntercontinentalExchange Group (ICE)
acquired the property as part of the acquisition of the NYSE for $8.2 billion in 2013. Upon expiration of the leasehold that runs to 2081, ICE
will have the option to take back control or cash-in on the land that the exchange has owned since 1928.
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Lending Activity (cont’d)
Downtown (cont’d)
1 New York Plaza (FiDi) – Brookfield Office Properties has secured a $750 million refinance loan from lender Well Fargo for the 50-story,
2,016,956-square-foot tower located at 1 Water Street. The new debt is expected to replace a $400 million commercial mortgage-backed
security (CMBS) originally issued by Lehman Brothers and Goldman Sachs in 2006, with about $340 million in principal remaining. As a
result, “Wells Fargo will add a $410 million gap mortgage until its term expires and the new mortgage kicks in.” Brookfield took control of
the property in 2006 as part of an $8.9 billion acquisition of the Trizec Properties portfolio along with the Blackstone Group.
125 Greenwich Street (World Trade Center) – The development team of Michael Shvo, Bizzi & Partners and New Valley have reportedly
secured $175 million in funding through the federal government’s EB-5 Foreign Investor Program for the planned 275-unit condominium
project. While plans remain subject to change, recent news of an offering plan filed with the Attorney General’s office reveal a 91-story
tower expected to reach a linear height in the neighborhood of 1,000-feet. The team is also in advanced talks with Singapore-based United
Overseas Bank to secure an additional over $500 million in financing according to February reports. The new 3-year construction loan, that
will include a 1-year extension option, is expected to replace a 2014 loan originated by United Overseas; providing the developers with an
additional $375 million in funding for the project.
The $185 million acquisition of the property formerly identified as 18-22 Thames Street from joint venture sellers Fisher Brothers and
Steven Witkoff closed in late August 2014, the sellers abandoning earlier plans for their own project. In 2014 a total of $240 million in equity
and debt was raised through a successful crowdfund campaign completed through the Carlton Group’s accredited sight. The majority of
funds had reportedly come from an Asian lender group, also led by Singapore’s United Overseas Bank which accounted for $135 million of
the debt; as well as $40 million from Indian pharmaceutical tycoon Dilip Shanghvi.
30 Warren Street formerly 149-151 Church Street (TriBeCa) – Developer Cape Advisors has secured an
$83.85 million construction loan for the planned 12-story, 50,408-square-foot condominium project that
recently broke ground. The debt package was comprised of a $64.8 million loan originated by the Bank
of Ozarks and a $19.05 million mezzanine loan provided by Terra Capital Partners. The new building will
house 23-condo units and nearly 11,000 square feet of retail space at its base, adding value to the project
due to increased retailer demand sparked by the ongoing transformation of the corridor near the World
Trade Center complex that has driven retail rent prices higher.
108-118 Leonard Street formerly 346-348 Broadway (City Hall/Tribeca) –The Peebles Corporation
secured a $334 million construction loan for the planned condominium conversion of the 13-story,
400,000-square-foot office building from lender Bank of America Merrill Lynch. An additional floating-rate
30 Warren Street - Rendering
$77 million mezzanine debt was provided by Apollo Commercial Real Estate Finance, reportedly having a
42-month initial term with a 1-year extension option followed by a 6-month extension option. According to the report, the mezzanine debt
has a loan-to-net sellout of 57%; and has been underwritten to generate an internal rate of return (IRR)1 of about 14%.
The property that spans a full city block bound by Lafayette Street and Broadway to the east and west, and Leonard Street and Catherine
Lane to the north and south was acquired from the city in 2013 for $160 million ($400 per square foot), having secured a $115 million
acquisition loan from Goldman Sachs Banks USA. The 151-unit project that will also include a 7,210-square-foot community facility and
about 2,200 square feet of retail space is being co-developed with the Elad Group; apparently abandoning earlier plans to also include a
boutique hotel within a portion of the space. The landmarked building that dates back to 1899, also known as the Clock Tower Building,
originally served as the headquarters of New York Life Insurance; and more recently housed city agencies.
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Lending Activity (cont’d)
Uptown and Upper Manhattan
180 East 88th Street aka 1558 Third Avenue (Upper East Side) – Development firm DDG has secured
$153 million in financing from lender M&T Bank for the planned 31-story, 151,458-square-foot residential
development. The roughly 48-unit condominium project that will rise in the Carnegie Hill enclave will
reportedly be constructed along with real estate investment firm Global Holdings. The 3-parcel assemblage
was acquired in 2013 from Muss Development for roughly $48.202 million ($318 per buildable-square-foot)
according to city records, having secured a $47.5 million acquisition loan also provided by M&T to close on
the purchase.
200-208 Amsterdam Avenue (Upper West Side) – SJP Properties and Mitsui Fudosan America secured a $160
million mortgage from Japanese lender Sumitomo Mitsui Trust Bank to fund the October 2015 $275 million
acquisition of the former 19,535-square-foot Lincoln Square Synagogue from American Continental Properties.
The partnership is planning to construct a 51-story, 112-unit residential condominium on the 5,000-square-foot
parcel that can reportedly accommodate up to 388,000 buildable square feet. Located on the northwest corner
of West 69th Street, the property was introduced to the market in January 2015, fetching a sale price that was
$125 million below the $400 million ($1,000 per buildable-square-foot) projected in January. The synagogue
has already vacated the building, relocating down the street to 180 Amsterdam Avenue.

180 East 88th Street - Rendering

1399 Park Avenue (Harlem) – Heritage Real Estate secured a $60 million construction loan from Madison
Capital Realty for the planned 23-story, 114,000-square-foot residential development. Initially proposed as a
108-unit project — anticipated to be rentals with a 20,000-square-foot community facility space, the developer
shifted directions earlier this year for the project that will now deliver a 72-unit condominium according to
reported filings with the Attorney General’s office. The 5-parcel site that took 3-years to assemble was
acquired for a total of $12.4 million ($109 per buildable-square-foot) according to reports.
3080 Broadway (Morningside Heights) –Savanna has secured a $34.6 million acquisition loan from lender
Pacific Western Bank. The new debt will help fund the recent $96 million ($384 per buildable-square-foot)
purchase of development rights and a portion of the Jewish Theological Seminary’s campus that will make
way for a planned 250,000-square-foot residential condominium. The sale that reportedly closed in late
January also included an off-site dormitory on West 120th Street which the developer has reportedly assigned
1399 Park Avenue - Rendering
the right to purchase to an undisclosed buyer. New construction will replace a small parking lot and soonto-be demolished library constructed in the 1980s. Similar to several other non-profit organizations over the last few years, the seminary
has opted to take advantage of current high property values; and will utilize the funds to improve operations and upkeep to endowments.

1

Internal Rate of Return (IRR): the interest rate at which the net present value of all cash flows (both positive and negative) from a project or investment equal zero. It is
used to evaluate the attractiveness of a project or investment; and should exceed the company’s required rate of return to be desirable.
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Notable Transactions
Lease
Address

Submarket

District

Sq. Ftge

Tenant

55 Water Street

Downtown

FiDi

900,027

McGraw Hill Financial (renewal)

375 Pearl Street

Downtown

City Hall

175,000

NYC Finance Department

120 Wall Street

Downtown

FiDi

111,000

Droga5 (expansion)

1251 Sixth Avenue

Midtown

Times Square

200,000

DLA Piper (renewal)

220 East 42nd Street

Midtown

Grand Central

167,003

Omnicom Group (extension)

1133 Sixth Avenue

Midtown

Times Square

132,400

ING Financial Holdings Corp (relocation)

299 Park Avenue

Midtown

Plaza

120,000

UBS AG (extension)

350 Fifth Avenue

Midtown

Penn Plaza

108,583

Shutterstock (renewal)

225 Park Avenue South

Midtown South

Flatiron

200,000

Facebook

770 Broadway

Midtown South

Greenwich Village

80,000

Facebook (expansion)

524 Broadway

Midtown South

SoHo

75,000

WeWork

Address

Submarket

District

2 Rector Street

Downtown

17 Battery Place North

Sale
Sq. Ftge

Sold Price

World Trade Center

464,000

$225,000,000

Downtown

World Trade Center

166,385

$49,233,455

787 Seventh Avenue

Midtown

Columbus Circle

1,743,413

$1,900,000,000

1700 Broadway

Midtown

Columbus Circle

699,000

$280,000,000

Ruben Companies (land fee)

885 Third Avenue
Lipstick Building

Midtown

Plaza

646,081

$453,000,000

Ceruzzi Properties (Leasehold)
Shanghai Muni Investment USA

850 Third Avenue

Midtown

Plaza

613,664

$463,000,000

200 Madison Avenue

Midtown

Murray Hill

367,500

$260,925,000

63 Madison Avenue

Midtown South

Flatiron

426,300

$302,673,000

The Manhattan Office Market Report is produced quarterly by:
Jamie Mason | Director of Marketing & Research
ABS Partners Real Estate, LLC

Purchaser
Cove Property Group
Bental Kennedy
Multi-Employer Property Trust

Nyack College (condo)
CalPERS

MHP Real Estate
HNA Property Holdings
Jamestown Properties
(49% stake- est. price)
Jamestown Properties
(49% stake- est. price)
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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

