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Westfield World Trade Center Mall Opens
Lower Manhattan took another major step forward in the reconstruction process of the World Trade Center as the newly re-built mall
beneath the complex officially opened on Tuesday, August 16. Sales revenue is reportedly expected to generate $700 million to $1 billion
annually ($1,917-$2,740 per square foot), and $120 million or more in annual rental revenue — figures that significantly diminish the $384.3
million ($900 per square foot) and $45 million in sales revenue and annual rental income generated by its 427,000-square-foot predecessor.
In contrast to the former mall which primarily catered to the daytime weekday shopping, the atmosphere of the new mall is expected to
foster vibrant night and weekend activity.
While still a work-in-progress, about 40 retailers of the over 100 shops expected to fill the white marble corridors of the 365,000-squarefoot mall welcomed customers. The curated mixed selection of retailers is intended to serve a diverse group of area residents, workers
and tourists; and will also include some concept stores such as the first FordHub which will feature some of the automaker’s latest
innovations, and Aldo Group Inc. which will be launching an app feature that the shoe purveyor intends to roll out to other stores.
The remaining stores are expected to open in time for the winter holiday season. Retail units throughout the complex reportedly range in
size from 800-8,000 square feet, with an average size of 2,200 square feet. Despite the mall’s retail space being reportedly fully leased
back in late 2015, its opening has not been without some challenges for the mall’s operator Westfield Group as a few tenants failed to
take possession of their space in March triggering legal action. In addition to the permanent roster of stores, Westfield intends to have a
rotating pop-up marketplace expected to feature 12 interior and 5-exterior pop-up sites measuring about 48 square feet is size; and ranging
in terms as short as one day to longer leases that will go beyond one month. The pop-up concept has grown in popularity amongst some
landlords, offering continual new ideas and energy to existing retail while enhancing consumers’ experience.
The former Mall at the World Trade Center was also operated by the Sydney, Australia-based mall operator Westfi eld as a result of the
99-year lease secured from the Port Authority of New York & New Jersey (PANYNJ) in 2001 just months before the September 11 attacks.
The net lease transaction was made in conjunction with Silverstein Properties’ lease and covered 4-buildings at the World Trade Center,
including the Twin Towers and the retail mall for a combined net lease worth $3.2 billion.
Westfield has the responsibility of management and leasing for the entire retail component of the World Trade Center, having completed
the 2-phase acquisition of the leasehold in 2013 for a combined total of roughly $1.412 billion ($3,868 per square foot). In May 2012 the
PANYNJ and Westfield entered into a 50/50 joint venture to own and operate the new retail space at the World Trade Center site, generating
$612.5 million in private sector investment. Approximately a year and a half later Westfield acquired the PANYNJ’s 50% interest for $800
million, representing a 30% premium in value since 2012 according to a 2013 press release by the agency. In addition, the PANYNJ will
have the potential to receive an additional onetime payment from Westfield within the first five years after the retail grand opening, should
Westfield exceed certain agreed upon return thresholds according to a 2013 press release by the agency.
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Westfield World Trade Center (cont’d)
Westfield World Trade Center is primarily comprised of below-grade space, with major street level presence along Church Street, Cortland
Way and Dey Street, and 3-stories above grade in Towers 3 and 4. An additional 90,000 square feet of retail space will be added when Tower
2 is developed in the future. The Santiago Calatrava-designed Oculus, which serves as the mall’s retail centerpiece has a 2-level shopping
gallery that branches off to a West Gallery and a South Gallery — also bi-level. Signage has been omitted on the side of the above ground
retail areas that face the 9/11 memorial in respect for the site. Although the volume of new retail in Lower Manhattan continues to surge
since the terrorist attacks, raising concerns amongst some of a potential oversupply, others point out that area’s increasing residential
density and volume of tourism has created a demand that for a long time has been unmet.
Eataly NYC Downtown (101-125 Liberty Street) made its long awaited debut, offering a different experience from their Midtown South
outpost at 200 Fifth Avenue between West 23rd and 24th Streets. The 40,000-square-foot space located on the 3rd floor of 4 World Trade
Center is dedicated to bread from around the world, featuring global flavors from 196 countries that will be baked in-house. In addition
the popular Italian-themed marketplace will host foodiversità, a daily offering of cooking classes, demonstrations, and tastings. The open
kitchen design creates a “culinary theatre” allowing shoppers to view chefs making some of the items sold at the marketplace. As is
traditional, imported Italian products will also be sold.

Sources:

http://www.panynj.gov/press-room/press-item.cfm?headLine_id=19 • http://www.wsj.com/articles/the-feed-eataly-to-open-in-financial-district-1470782750
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Westfield World Trade Center (cont’d)
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Westfield World Trade Center (cont’d)
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Westfield World Trade Center (cont’d)
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Westfield World Trade Center (cont’d)
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Westfield World Trade Center (cont’d)
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Westfield World Trade Center (cont’d)
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Saks Downtown at Brookfield Place Makes its Debut
The high-end department store made its debut in Lower Manhattan on Friday, September 9th, further solidifying Lower Manhattan as the
city’s newest luxury retail destination. The new store which caters to women, and will be joined by a separate 16,750-square-foot men’s
store that is expected to open in mid-2017, brings a fresh look to the 92-year-old Saks Fifth Avenue brand. The 2-story, 86,000-square-foot
store, although significantly smaller than the iconic 665,169-square-foot outpost on its namesake avenue at 611-623 Fifth Avenue, offers
a more open plan design with less defined departments intended to better present to shoppers how items go together by comingling
clothing with accessories.
The store which technically has no main entrance is primarily comprised of 2-massive circular rotundas with floor-to-ceiling windows,
around which a mix of products is displayed as an escalator cuts through the center of the space. The 2nd floor area features a stadiumlike space in the center with some bleacher seating to be utilized for a rotated showcasing of installations by designers. The bold move
to expand the high-end chain comes amidst overall declining retail foot-traffic, lowering luxury spending, the rise of direct-to-consumer
strategies, and increased online purchasing by consumers. The chain’s owner, Canada-based Hudson’s Bay is hoping to take advantage of
the high-level mix of residents, business executives and tourists, while reviving the store’s image from its traditional “expected styles from
middle-of-the-road brands” to an edgier and more trendy collection of merchandise with an emphasis on emerging and up-and-coming
designers. While certain areas of the store will feature new designers every 30-days, some of the regular New York-based designers have
been commissioned by Saks to create exclusive merchandise for the Downtown store.
The store will also be expanding its customer service by providing same-day delivery in Manhattan, the launching of a hotline dubbed
“Saks Save Me” to provide same-day service for alterations or shoe repairs, and the “Power Lunch” which will offer customers a
60-minute beauty treatment and lunch coupled with a style consultation. In addition, the Downtown store will be offering house call
service by the store’s personal shopper and makeup artists. New technology has also be integrated into the store, “Saks at Your Service”
will automatically route online shopper inquiries directly to in-store sales associates intended to create a more personalized approach
versus the typical off-site customer center.
Although the new Downtown location took center stage in September, plans for a $250 million, 3-year renovation are in the works for the
5th Avenue store. Financing for the project will reportedly come from a 20-year, $1.25 billion mortgage Hudson’s Bay secured in late 2014
that refinanced the ground beneath the retail condo. Project plans were released in August for the first phase of the renovation which will
bring the opening of the “lifestyle” focused 4th floor; and feature a mix of well-known American designers, as well as a sampling of new
names from across the globe. In addition, an outdoor terrace on the 8th floor has been opened adjacent to the café, offering customers
a view of Rockefeller Center. Looking ahead, the store’s ground level will undergo a major re-imagination along with the addition of an
outpost of famous Parisian restaurant L’Avenue.
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Saks Downtown at Brookfield Place (cont’d)

Sources:

https://www.businessoffashion.com/articles/intelligence/saks-fifth-avenue-brookfield-place • http://fashionista.com/2016/09/saks-downtown-2016
http://www.forbes.com/sites/rebeccasuhrawardi/2016/09/08/saks-fifth-avenue-opens-new-boutique-like-downtown-location-showcasing-emerging-fashiontalent/#603fc5a15739
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Retail Activity In The News
The Fulton Transit Center Welcomes Shake Shack
Popular eatery Shake Shack opened in mid-July on the 2nd-level corridor of the 180,000-square-foot Fulton Transit Center that opened in
2014. The new outpost will benefit from the projected daily foot-traffic of 250,000-300,000 riders that traverse its corridors to seamlessly
access 9-subway lines — 4, 5, 2, 3, A, C, J, Z, plus the recently added connection to the R-subway with the May opening of the new 350foot long pedestrian tunnel known as the Dey Street Concourse; and the eventual addition of the 1- and E-lines pus NJ PATH service as
below ground construction nears completion at the World Trade Center transportation hub.
Initially launched in 2001 as a hot dog cart in Madison Square Park, the now publicly-traded, New York City-based chain boasts 16 locations
throughout New York City, plus 5-additional New York State outposts; as well as national and global locations in 16-states and 6-countries.
Continuing to expand offerings, the January national debut of the company’s Chick’n Shack sandwich met with enthusiastic response,
significantly boosting sales revenue during the 1st quarter by 43% according to reports. In addition, a limited breakfast menu is being
tested at 6-transit locations including the Fulton Transit Center and Grand Central Terminal.
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In The News (cont’d)
Target Opens Its Doors in Lower Manhattan
The discount retailer made its debut in October at Lower Manhattan’s 255 Greenwich Street offering area residents
a mix of items. Spanning a total of about 48,242 square feet the smaller format store is comprised of 7,358 square
feet on the ground level at the corner of Murray Street, and 40,894 square feet of lower level selling space. In
addition, the store also features a CVS Pharmacy and Chobani Tribeca yogurt eatery.
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In The News (cont’d)
Sony to Debut Concept Store
The electronics retailer will be following in the footsteps of several other major consumer brands
that continue to focus efforts on new store concepts that will help bolster their products rather than
drive sales. The new space dubbed Sony Square NYC opened in early August at 25 Madison Avenue,
across the street from the company’s new headquarters at 11 Madison Avenue. The 2,400-square-foot outpost is significantly smaller than
Sony’s former store at 550 Madison Avenue which was shuttered upon the company relocating from its former headquarters that Sony
sold in 2013 under a 3-year sale/leaseback deal. Intended to offer a different consumer experience, the space will primarily be utilized to
“showcase new products and prototype technologies, host consumer events, and present film screening and music performances;” as
well as feature a limited supply of top-selling products for consumer purchasing.

Sony Square NYC

Over the last few years there have been a growing number of interactive stores being opened by some of the larger retail brands intended
to keep customers in the store by providing an engaging experience.
•

Microsoft opened its first flagship retail store in Manhattan’s Plaza district at 677 Fifth Avenue. The 20,600-square-foot outpost that
spans 5-floors features LED digital panels, an area dubbed “the living room” where customers can play Xbox games on an 84-inch
monitor, and a 40-foot wide and 20-foot high exterior display of digital imagery call the “culture wall” which offers a continually
changing display of noncommercial digital imagery that complements the architecture and façade of the building.

•

Samsung Electronics America opened its interactive store dubbed Samsung 837 earlier this year at their 837 Washington Street
location in the Meatpacking District. The concept store features a “living lab and digital playground with numerous installations and
touchpoints.” The space which spreads across 3-floors includes a “one-of-a-kind digital screen, auditorium seating for performances
and special events, a gallery featuring curated content experiences, and a broadcast studio” intended to be a creative expression of
the company’s brand.

•

Lexus will be opening a 16,500-square-foot boutique dubbed Intersect by Lexus in mid-2017, intending to promote the brand globally.
A gallery space that can host cars or exhibitions will be created ;as well as a café and bistro to be operated by restaurateur Danny
Meyer’s Union Square Events which will reportedly host a “revolving cast of innovative and emerging global chefs.”

Microsoft

Samsung 837

Intersect by Lexus
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In The News (cont’d)
Ethan Allen Debuts New Midtown South Store
Connecticut-based home furnishings retailer Ethan Allen opened the doors to its newest Manhattan
Design Center in September at the base of the 20-story Tudor-inspired building. The multi-level,
12,790-square-foot store located in the Flatiron District at 915 Broadway (on the corner of East 21st
Street) features a 7,831-square-foot ground level space boasting 19-foot ceiling heights and huge windows, plus 3,795 and 1,164 square
feet of mezzanine and lower level space. Technology incorporated through-out the store includes a large 9-screen LED display that is visible
from the street, and shows revolving images of the “relevant looks” that Ethan Allen has to offer; and 6-large touchscreens to facilitate
the browsing of the company’s entire line of furniture and décor by customers. The new flagship serves as a 2nd outpost for the high-end
retailer, joining their existing location at 1010 Third Avenue on the Upper East Side.
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Nobu, 195 Broadway - Renderings

In The News (cont’d)
Nobu’s Restaurant in LoMa Landmarked Building: Initial Designs Revealed
The transformation currently underway of a 14,384-square-foot space within a portion of the former lobby
of L&L Holding’s 195 Broadway will serve as the new home of the high-end restaurant Nobu. The ground
level space will integrate into the Greek-inspired lobby that features (40) Doric-style columns and 35-foot ceiling heights. Applications
submitted to the Landmarks Preservation Commission (LPC) were approved in mid-September for the restaurant that is expected to open
in early 2017. Initial designs reveal stained-wood sculptures resembling calligraphy strokes running hundreds of feet in length that will hang
above a ground level circular bar; and also swirl down a spiral staircase, intending to draw people to the restaurant’s main dining room on
the lower level. In addition, screens made from hand-dyed rope will separate the restaurant from both the street and other parts of the
building’s interior.
Nobu will occupy the northwest section of the building at the corner of Fulton Street
as one of 3-commercial tenants in the 44,600-square-foot section of the lobby
being repositioned. Currently located at 105 Hudson Street in TriBeCa, Nobu will
be relocating from its home of 20-years to the former AT&T building. The Japanese
restaurant will be joined by women’s fashion retailer Anthropology which will
occupy a 2-level, 20,350-square-foot space. The spaces will be separated by 30-foothigh glass partitions so as not to detract from the building’s classical interior.

Sources:

http://www.tribecatrib.com/content/first-look-nobus-designs-majestic-landmark-interior-lower-broadway
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Developing Trends
Food Halls Branch Out into the City’s Outer Boroughs
The Chelsea Market was perhaps the pioneer of the food hall concept in Manhattan, opening its doors in 2000 following the repositioning
of the ground level of the former National Biscuit Company (Nabisco) factory to house a mix of 35-vendors. However it wasn’t until 10-years
later when the 50,000-square-foot Eataly made its debut at 200 Fifth Avenue in the Flatiron District that the food hall concept in Manhattan
began to take-off. The Turin, Italy-based Italian-themed market reportedly attracts about 15,000 visitors during the week; and up to 25,000
visitors on the weekend, offering a mix of an Italian market, rooftop bar, and both casual and gourmet dining under one roof.
There are reportedly at least 30 food halls currently operating or in planning stages throughout the city. Although primarily located in
Manhattan, the popular concept has begun to take hold in the outer boroughs. The food hall provides a win-win situation, offering residents
and tourists the convenience of a larger selection of food options under one roof, a less expensive and less risky point of entry for vendors
versus opening a restaurant; and for landlords it adds value to the office square footage above while also providing a convenient food option
for the building’s tenants. However not all food halls succeed, location and foot-traffic density are key; and as competition heightens some
food hall operators are experimenting with new strategies to stand out amongst the crowd. Brookfield Office Properties which operates the
13-food vendor, 28,610 food court Hudson Eats that made its debut in Lower Manhattan’s Brookfield Place complex in 2014, is considering
adding the offering of entertainment, the serving of beer and wine, and some hosted events.

Brooklyn
The borough has enjoyed a weekend showcase of over 100 local and regional food vendors at the
popular Smorgasburg since if launched in 2011. The popular weekend venue that runs from April
through November attracts 10,000 visitors daily; and it is likely that further additions of a similar concept
will be welcomed.
DeKalb Market Hall - Rendering

•

DeKalb Market Hall – The 30,000-square-foot market will be opening next year at Downtown
Brooklyn’s City Point complex featuring approximately 50 vendors.

•

Brooklyn Navy Yard Building 77 – A 60,000-square-foot food court will be created at the
base of the 17-story former ammunition depot that is getting a $140 million renovation to
create a hub for private manufacturing and entrepreneurship.

•

Gotham Market at the Ashland – The 16,000-square-foot market will be opening this
Brooklyn Navy Yard Building 77 - Rendering
year at the base of the newly constructed 52-story mixed-use tower at 250 Ashland Place
in Fort Greene. The venue will feature 8-distinct dining and drinking venues, plus rotating pop-up
space. The Brooklyn outpost will be the 2nd location in the city, joining the 10,000-square-foot
Gotham West Market that opened in 2013 at the base of the residential development at 550
West 45th Street in Manhattan’s Hell’s Kitchen neighborhood.

•

Berg’n – The Brooklyn Beer Hall spinoff located inside a 9,000-square-foot former garage in
Crown Heights opened in 2014; and features food from 3-vendors.
Gotham Market at Ashland - Rendering
P.17

Food Halls Branch Out (cont’d)
Queens
•

Falchi Building Food Box – The food court that opened in 2014 at the base of the historic building
in Long Island City offers an array of food vendors within the reconfigured industrial structure that
houses office space above.

•

Food Court at New World Mall – The food venue within the Asian indoor mall located in Flushing
reportedly features a collection of Chinese, Japanese, Taiwanese and Korean cuisine.

•

Falchi Building Food Box

28-07 Jackson Avenue – A food hall has reportedly been planned for a portion of the 4-story, 43,000-square-foot retail building that is
a part of the 2-tower mixed-use project in Long Island City by Tishman Speyer dubbed One and Three Gotham Center.

Staten Island
The borough will have its first food hall next year. The 12,415-square-foot market dubbed MRKTPL
(Marketplace at Empire Outlets) will have access to a 2,000-square-foot private terrace as a result of
the 10-year, $125 per square foot triple-net lease according to sources. The new venue will offer a mix
of food and retail as part of the mixed-use Empire Outlets development located near the St. George
Ferry Terminal.

Bronx

MRKTPL - Rendering

The planned conversion of the 16,000-square-foot warehouse at 9 Bruckner Boulevard will bring a food hall to the South Bronx neighborhood
of Mott Haven. Acquired this year by Somerset Partners, project details have yet to be finalized; but preliminary offerings envisioned include
a mix of a fresh food market, food kiosks, sit-down restaurants, and possibly a beer garden. The market will benefit from a large mixed-use
project that has been planned for a site directly across the street at 101 Lincoln Avenue and 2401 Third Avenue, for which Somerset will be
a co-developer.

Manhattan
New food halls reportedly in the pipeline include:
•

The Terminal Stores warehouse complex in West Chelsea which has been undergoing renovations has removed lower level storage
units to make way for a food hall with bars, restaurants and cafés. Southern-themed bar Porchlight operated by Danny Meyer’s Union
Square Hospitality Group opened this year in a 3,800-square-foot ground level space.

•

10 Hudson Yards – It was reported last year that Manhattan restaurateur Danny Meyer was negotiating a lease for over 40,000 square
feet to create a food court at the base of the new office tower that opened this year.

•

Bourdain Market - Last year brought news of a planned 100,000-square-foot food stall market for Chelsea’s Superpier project at Pier
57 to be curated by celebrity chef Anthony Bourdain. However ongoing delays of the 40-50 stall market expected to house vendors
from around the world, with a mix of permanent and rotating stalls has been rumored to have prompted project’s developers to
consider seeking another operator.

•

Jean-Georges Vongerichten – The world-renowned restaurateur signed a lease last year with the Howard Hughes Corporation for
40,000 square feet in the landmarked Tin Building at the South Street Seaport project where an open food market will be created.

•

American Market by Todd English – The 11,970-square-foot curated food hall will be created within the retail condo at the base of the
former New York Times Building at 229 West 43rd Street in Midtown. Todd English also operates the Plaza Food Hall which opened in
2010.

•

Essex Crossing – A food hall is planned for a portion of the 150,000-square-foot Market Line which will connect (3) new developments
on the ground level of the 9-building project underway.
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Food Halls Branch Out (cont’d)
In addition to:
•

Plaza Food Hall in the lower level of the Plaza Hotel;

•

Gansevoort Market in the Meatpacking District;

•

Turnstyle, a mixed retail/food court located in the underground mall of the Columbus Circle transit
hub which opened in March; and

•

The Bowery Market – An open-air food market at 348 Bowery on the Lower East Side.

Pennsy

Other more recent newcomers include:
•

City Kitchen – The 4,000-square-foot market opened last year in Times Square at 700 Eighth Avenue,
featuring an array of food from 9-permanent food vendors, as well as some seasonal pop-ups.

•

Pennsy – The 8,000-square-foot food court recently created at the base of Two Penn Plaza is ideally
located above Penn Station next to Madison Square Garden. The 5-concept, curated food court
opened earlier this year;

•

Great Northern Food Hall – The 6,000-square-foot Nordic food hall opened this year in Vanderbilt
Hall in Grand Central Terminal. The space is divided into 5 pavilions and a bar, each with a different
menu that rotates daily; and

•

Eataly NYC Downtown – The Italian-themed market opened its second Manhattan location this
summer in the 40,000-square-foot space located on the 3rd floor of Lower Manhattan’s 4 World
Trade Center.
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Leasing Activity
MePa’s Future as a Retail Destination Remains a Bit Hazy
Over the past several years the Meatpacking District has seen a surge in tourist foot-traffic fueled by the opening of the first leg of the
elevated High Line Park in 2009, and more recently with the May 2015 opening of the Whitney Museum’s new 9-story, 200,000-squarefoot home at 99 Gansevoort Street. However despite several high-end fashion boutiques, and the addition of some upscale stores with
mass appeal, retail vacancy in the neighborhood is rising as stretches of storefronts along 14th and Washington Streets reportedly remain
vacant. Some industry sources believe that the spike in vacancy is “merely a growing pain” and “prelude to a boom,” reportedly banking
on the district establishing itself as a hub for hands-on “experimental” stores displaying various new-age
technology offerings sparked by the opening earlier this year of Samsung’s interactive store dubbed
Samsung 837 at 837 Washington Street. However others remain skeptical about “this type of retail
being a sustainable driving force for the neighborhood’s next phase.”
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MePa’s Future (cont’d)
Although there has been notable leasing activity in the area over the last few years with some larger pre-leasing deals secured at a few
projects currently under construction:
•

61 Ninth Avenue – Popular coffee purveyor Starbucks will be opening a 20,000-square-foot outpost featuring a
high-end restaurant and the company’s upscale reserve coffees at the boutique 10-story development that borders
the northern edge of MePa.

•

9-19 Ninth Avenue – Home furnishings retailer Restoration Hardware will be opening in 70,000 square feet upon the
completed redevelopment and expansion of the former 2-story structure. In addition, the California-based company
will reportedly debut its first boutique hotel at 53-61 Gansevoort Street featuring a ground level restaurant space at
the base of the 5-story, 26,661-square-foot building.

61 Ninth Avenue - Rendering

9-19 Ninth Avenue

Additional retail development in the pipeline has sparked concerns in light of a reportedly 5.2% year-over-year increase in retail vacancy
during the 2nd quarter, despite the retail strip along Washington Street seeing a resurgence as it continues to evolve.
•

860 Washington Street – Preleasing efforts for the 2-level retail component at the 12-story, 125,000-square-foot office-and-retail
development that completed construction in June had brought news of late-stage negotiations with Starbucks for a 25,000-squarefoot deal that fell through upon the coffee purveyor securing space at nearby 61 Ninth Avenue. However a lease with electric car
manufacturer Tesla, which had also been vying for space at the new building, was secured in September for about 7,316 square feet
of ground level space boasting 23-foot ceiling heights. A total of about 13,061 square feet of the retail component has yet to secure
a tenant — 3,615 square feet on the ground level and 9,410 square feet on the 2nd floor, plus another 5,115 square feet on the lower
level.

•

46-74 Gansevoort Street – The planned restoration and repurposing of 5-buildings along the neighborhood’s historic Gansevoort
Street at is expected to bring approximately 111,000 square feet of new retail and office space pending co-developers William Gottlieb
Real Estate and Aurora Capital Associates securing final approvals.

860 Washington Street - Rendering

46-74 Gansevoort Street - Proposed Rendering
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Leasing Activity (cont’d)
Higher Vacancies and Lowering Rents Don’t Necessarily Go Hand-in-Hand
At a time when retail vacancy rates are reportedly on the incline in some New York City neighborhoods, it won’t necessarily lead to the
lowering of asking rents by landlords. While the key players in filling the space are the landlord and tenant, lenders and consumers also
play a part in deal-making decisions. In some cases the landlord could be holding out for a certain retail use or a high-profile tenant that
will help attract office tenants to fill the space above. Yet often times landlords are restricted from accepting lower rents to accommodate
smaller stores due to existing financing that requires the building to maintain a certain property value which is directly reflected in its of
cash flow; and not renting to reach that value by offering reduced rents that lower the value of the building’s net operating income, could
potentially lead to legal challenges according to some sources. As an alternative option, some landlords are reportedly offering additional
incentives such as rent concessions, or flexibility in terms of leasing.
On the tenant side, retailers must respond to the changing needs of their customer base; but opening locations in prime, high-priced
corridors can be very risky in today’s uncertain retail climate. The pop-up store has helped to partially minimize the risk, offering mutual
benefits for both the retailer and the landlord by providing short-term leases that offer the tenant an opportunity to test the market while
also providing a period of time to seek more economically viable, long-term alternatives. At the same time, the landlord can earn income on
an otherwise vacant space through a more flexible deal that would allow a recapture of the space should a long-term tenant come along.
In addition many retailers are reportedly changing their footprints. While some retailers are expanding, a growing number are reducing store
sizes as online purchasing prevails, prompting some landlords where legally possible to reportedly divide spaces into smaller units. In some
cases to accommodate larger tenant requirements, multiple landlords with adjacent retail have creatively collaborated by combining their
spaces. This type of arrangement may at times require some landlords to keep their space vacant until the adjoining spaces become available.

New to Market
420 Fifth Avenue (Penn Plaza) –The 14,452-square-foot portion of the 72,000-square-foot retail condominium is expected to be introduced
to the market following reported bankruptcy filings in mid-September by golf retailer Golfsmith. The 109-store chain announced plans to
close 20-stores, including the 5th Avenue flagship leased in late 2012. The retail space currently occupied by the Austin-TX-based retailer
under a 12-year deal is comprised of about 2,000 square feet on the ground level and 12,000 square feet of the tower’s 2nd floor. The
retailer reportedly intends to keep open its remaining Manhattan location in the Plaza District at 641 Lexington Avenue which was leased
back in 2006 and spans about 9,000 square feet.

Lease Deals to Watch For
PetSmart / 10 Madison Square West (NoMad) – The pet supply chain is reportedly in late-stage
negotiations to lease 16,280 square feet — 12,016 square feet of ground level space plus a 4,264-squarefoot basement. A Citibank branch is located in the remaining space of the roughly 20,676-square-foot retail
condo that New York-based Savanna acquired in early 2014 for $56.5 million. The retail space which is situated at the base of the 125-unit
residential condominium boasts 200-feet of wraparound frontage at the corner of East 24th Street. Last year PetSmart was reportedly
acquired by a consortium of private equity buyers led by BC Partners for $8.7 billion; and is currently in a stage of expansion. The company
opened 50 new stores in the U.S and Canada in 2015, and plans to open roughly 80 additional locations by the end of this fiscal year
according to reports. PetSmart currently has a total of (5) locations in New York City, of which (2) are in Manhattan— 632 Broadway (NoHo)
and 517 East 117th Street (Harlem).
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Leasing Activity (cont’d)
Lease Deal Highlights
Under Armour / 767 Fifth Avenue (Plaza) – The Baltimore, MD-based athletic apparel retailer will be opening its
2nd company-run Brand House store at the base of the GM Building on the corner of East 58th Street, joining the
20,500-square-foot Brand House at SoHo’s 583-587 Broadway that opened in 2014. Although it is unclear if a lease
or letter of intent (LOI) was signed, the 20-year-old company reportedly announced the 53,000-square-foot deal at
the location during a second-quarter earnings call in July. The deal will leave about 17,000 square feet vacant of the entire multi-level space
formerly occupied by the renowned toy store FAO Schwarz for 30-years until it shuttered last summer.
Landlord Boston Properties will turn the space over to Under Armour in 2018 after a temporary tenant vacates. The new store is expected
to open no later than mid-2019, offering an exciting consumer experience that will hopefully take advantage of the approximately 4.6
million people annually that visit the adjacent Apple Store with its iconic glass cube entry. Under Armour’s competitor Nike had also
reportedly been in negotiations to lease the space which had an asking price of $1,500 per square foot for the roughly 14,000 square feet
of ground level space, a figure that is significantly higher than the approximately $260 per square foot FAO Schwarz was paying.
Tom Ford / 680 Madison Avenue (Plaza) – The luxury fashion brand will be moving about 9-blocks south,
having signed a lease for 12,300 square feet at the base of the historic 16-story Carlton House located
between East 61st and 62nd Streets. The new store will span 2-floors — 3,300 square feet on the ground level
at an asking rent of $2,000 per square foot and 9,000 square feet on the 2nd floor. A 6,230-square-foot portion of the fashion designer’s
new space had previously been leased by fashion brand Qela in 2014 at an estimated base rent of $6 million per year ($963 per square
foot); however the subsidiary of the Qatari ruling family’s non-profit never occupied the space, Thor Equities ultimately terminating the
lease at the end of 2015. Tom Ford’s current 14,000-square-foot duplex outpost of 9-years at 845 Madison Avenue, on the corner of East
70th Street, will be vacated; and is currently being marketed for lease.
The 35,000-square-foot retail unit situated at the base of the residential condo conversion was acquired by Thor in 2013 for $277 million.
As a result of 2-leases secured last year, Tom Ford will be joining Italian men’s fashion brand Brioni, which occupies a 7,000-square-foot
duplex space; and luxury eyewear brand Morganthal Frederics which opened its boutique flagship store in 700 square feet, leaving about
15,000 square feet remaining vacancy on the 2nd floor of the condo.
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Leasing Activity (cont’d)
Lease Deal Highlights (cont’d)
American Market by Todd English / 229 West 43rd Street (Times Square) – Chef Todd English will be curating the 11,970-square-foot
food hall to be created within the 250,000-square-foot retail condo at the base of the former New York Times building. Expected to open
in the summer of 2017, the 15-year deal signed with Outstanding Hospitality Management Group (a company that works with the celebrity
chef) brings the retail condo acquired by Kushner Companies in 2015 for $296 million to full occupancy. The previously underperforming
asset has been successfully repositioned into a top-flight entertainment and dining destination will additionally feature other new venues
including National Geographic Times Square: Ocean Giants (formerly Times Square Attractions Live), a National Geographic-branded
“immersive experience” making its debut in the summer of 2017 in a 59,137-sqyare-foot space as a result of the 15-year lease earlier this
year; and Gulliver’s Gate, a miniature world that will be created in a 49,000-square-foot space.
Todd English currently operates the successful 32,000-square-foot Plaza Food Hall in the lower level of the historic Plaza Hotel that
debuted in 2010; and will be opening a 6,000-square-foot, 200-seat restaurant dubbed The English at the base of the W Hotel Downtown
at 123 Washington Street, to be co-developed with New York-based hospitality company BCCP Development as a result of the 10-year
lease secured in March.
Wolfgang’s Steakhouse / 1359 Broadway (Penn Plaza) – The high-end-steakhouse will be opening its 6th
Manhattan location in a 13,828-square-foot space at the base of the 22-story tower located on the corner of West
36th Street. Although details of the deal were not disclosed, the new multi-level outpost includes 6,500 square
feet on the ground level, plus a lower and mezzanine level. Wolfgang’s opened its first steakhouse in 2004 on Park
Avenue; and now boasts locations outside Manhattan as well — Beverly Hills, Miami, Somerville, NJ, Waikiki, Hawaii and Asia.
Volvo / Sky, 605 West 42nd Street (Hell’s Kitchen) – The luxury automaker leased 60,000 square feet at the base of the
recently delivered 60-story, 1,175-unit residential rental tower. The 15-year deal is comprised of 10,000 square feet of ground
space with the remaining 50,000 square feet below grade, bringing retail occupancy to about 87%. The Swedish company
is expected to move into the new space in early 2017, reportedly vacating its current 20,500-square-foot space at 619-627
West 54th Street aka 618-628 West 55th Street (Hell’s Kitchen).
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Leasing Activity (cont’d)
Lease Deal Highlights (cont’d)
Pottery Barn / 11 West 19th Street (Flatiron) – The San Francisco-based home décor chain will be
opening a new Manhattan outpost next year, parent company Williams-Sonoma recently securing
a 12-year lease for about 19,000 square feet at the base of the 11-story building. The new store
located between 5th and 6th Avenues will spread across 10,000 square feet on the ground level and nearly 9,000 square feet of lower level
selling space; and have entrances on both West 19th and 20th Streets. The deal reportedly included a lease surrender by existing tenant
Lillian August which had opened at the location in late 2010. The 10-year lease secured by the Connecticut-based interior-design firm was
at an asking rent of $62 per square foot, less than half the $130-$150 per square foot range the new lease reportedly commanded.
Target / 500-518 East 14th Street aka 222-224 Avenue A (East Village) – The Minneapolis, MNbased big-box chain will be opening a small-format store in 27,306 square feet according to reported
details of a memorandum of lease filed in July. The 30-year lease will include a 10-year extension
option for the space that is comprised of 9,500 square feet on the ground level and 17,806 square
feet on the lower level. The entire 24,735 square feet of ground level retail space at the development
offers 309 square feet of wraparound frontage which is mostly along East 14th Street. The store will
be situated at the base of a 7-story, 106-unit residential development currently under construction by
Extell Development that is expected to deliver in 2017. The 2-building project will also include a 7-story,
54-unit building at 524-530 East 14th Street that will include another 14,323 square feet of retail
space — 9,767- and 4,556 square feet on the ground and lower levels, for which the developer was
reportedly in talks with Trader Joe’s as a possible tenant for the space.
Trader Joe’s / 145 Clinton Street (Lower East Side) – The grocery chain has secured a 30,000-squarefoot lease at the 15-story development that is currently under construction as part of the 9-building
Essex Crossing project. Details of the deal were not disclosed, but the new food market is expected
to open in 2018 at the base of 211-unit mixed-income development which includes about 70,000
square feet of commercial space. Trader Joe’s will be joining fitness chain Planet Fitness which
committed to a 22,000-square-foot space on the building’s 2nd floor last year. Upon full delivery
Essex Crossing, located within the Seward Park Urban Renewal Area (SPURA), will deliver a total
of 1,000 residential units of which 50% will be affordable; 90,000 square feet of community spaces;
15,000 square feet of public parkland; and 850,000 square feet of commercial space. The joint
venture dubbed Delancey Street Associates, made up of L+M Development Partners, BFC Partners,
and Taconic Investment Partners, were awarded the project by the city in 2013.

500-518 East 14th Street - Rendering

145 Clinton Street - Rendering

Modell’s Sporting Goods / 127-137 East 125th Street (Harlem) – The sporting goods and apparel retail
chain will be opening its 11th Manhattan store next spring, bringing the total number of New York City
locations to 46. The retailer recently secured a 17,500-square-foot lease at Gateway 1. The space situated
at the corner of Lexington Avenue spreads across 4,250 square feet on the ground level, which had a
reported asking rent of $150 per square foot, and 13,250 square feet on the entire 2nd floor; and will be vacated by furniture retailer Raymour
& Flanigan who is relocating to the new retail development at nearby 100 West 125th Street. Thor Equities had closed on the acquisition of
the 3-story, 44,000-square-foot commercial property along with adjacent Gateway II, 2080-2082 Lexington Avenue for $75.5 million during
the summer. Modell’s will be joining Duane Reade which occupies the remaining retail space at the building through a lease that is due to
expire at the end of the year, reportedly pending the outcome of negotiations for a renewal.
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Sale Activity
Sale Highlights
125 Greene Street (SoHo) – Thor Equities has acquired the 3,400-square-foot co-op unit for $12.6 million reportedly from owners Alan and
Helene Luchnick. The unit situated at the base of the 5-story, residential co-op is comprised of 1,600- and 500 square feet on the ground and
mezzanine levels, plus 1,300 square feet of basement space; and is currently home to retailer Kisan which offers a mix of fashion brands
and accessories from Europe, Japan and the U.S., having leased the space in 2008.
262-272 Mott Street (NoLita) – Self-storage developer Madison Development has reportedly acquired the entire 10,444-square-foot retail
component at the base of a 5-story, mixed-use condominium building from Jocar Realty Company. The $26 million ($2,489 per square foot)
deal included 9-retail units comprised of 8-units at ground level and 1-unit below grade; and range in size from 371-2,526 square feet, with
rents reportedly ranging $86 to $281 per square foot — some of which include lower level storage spaces. The 1850s building that is located
between East Houston and Prince Streets was reportedly converted to a luxury loft condominium in 1992.
866 United Nations Plaza (U.N. Plaza) – System Property Development has acquired the 10,842-square-foot, 3-unit retail condominium
for roughly $12.618 million ($1,164 per square foot) from Meadow Partners. A 2nd $17.5 million ($422 per square foot) purchase was made
simultaneously for the building’s 41,482-square-foot garage. The space is part of the 6-story, 234,000-square-foot mixed-use office-retailgarage component that was converted to a mix of office, retail and garage use by the seller; and is situated at the base of (2) 32-story
residential towers. Meadow Partners and United Realty Partners had acquired the entire 38-story, 429,376-square-foot tower in 2013 for
$200 million ($466 per square foot) from Vornado Realty.
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Lending
Lending Activity
229 West 43rd Street (Times Square) – Kushner Companies has secured $370 million to refinance the 250,000-square-foot, fully leased
retail condo at the base of the former New York Times Building. The 10-year, interest-only financing package was comprised of a $285
million senior note originated by Deutsche Bank, and an $85 million mezzanine loan originated by SL Green Realty Corp. Acquired in 2015
for $296 million, the new debt will retire a $295 million floating-rate loan provided by Brookfield Property Partners at the closing.
529-533 Broadway aka 89-97 Spring Street (SoHo) – The development team of Wharton Properties,
Aurora Capital Associates, Thor Equities, and the Adjmi family has secured a $195.3 million financing
package from UBS AG and Morgan Stanley Bank to refinance the redeveloped 6-story, 52,500-squarefoot retail building that is expected to complete construction before the end of the year. The new debt
includes a new $56.6 million loan and retires previous loans provided by Deutsche Bank comprised of a
$100 million acquisition loan, a $30 million building loan, and a $9.3 million mortgage. Athletic footwear
retailer Nike will serve as anchor tenant at the building, having secured a lease last year at the corner
property that although offering less than 10,000 square feet of ground level space, commanded $1,200
per square foot for a total net price per year in rent of $16 million according to sources; although it is
unclear if Nike will be occupying the entire building, or only a portion of the space.
The original 2-story, 26,250-square-foot commercial structure dating back to 1936 was acquired in 2013
529-533 Broadway
for $146,877,098 ($3,320 per buildable-square-foot). Located within the SoHo-Cast Iron Historic District,
the project’s design which is intended to replicate the Prescott House hotel that stood on the corner location in the mid-1800s, had received
approvals by the Landmarks Preservation Commission (LPC) in the fall of 2013.
634-640 Sixth Avenue / 1511-1515 Third Avenue (Chelsea/Upper East Side) – The joint venture of TH Real Estate, the operating division
of TIAA, and Germany-based Union Investment secured $50.8 million in financing for both Manhattan retail properties, as well as a
Philadelphia property at 1608 Chestnut Street. The new financing, which was reportedly taken in conjunction with the formation of the joint
venture, retires existing debt on the 3-properties. TIAA controls the majority interest of 51% in the properties, having sold a 49% stake to
Union Investment in the 3-properties along with 856 Market Street in San Francisco for an undisclosed price.
•

634-640 Sixth Avenue – The 17,563-square-foot retail condominium on the corner of 6th Avenue and West 19th Street is situated at the
base of a 7-story office condominium. The unit comprised of 9,127 square feet of ground level space, 695 square feet of mezzanine
space, and 7,741 square feet of basement space serves as the home of a CVS Pharmacy. TIAA reportedly acquired the retail unit in
2014 for $42 million from Clarion Partners.

•

1511-1515 Third Avenue – The 4-story retail property on 3rd Avenue and East 85th Street last traded in December 2012 for $60 million,
upon TIAA acquiring the 60,000-square-foot building from the Related Companies. Currently fully leased, the building is anchored by an
Equinox gym on the 3-upper floors plus a portion of the basement; and clothing retailer GAP occupies the ground level and remaining
portion of basement space. Leases will reportedly expire in 2020 and 2021 respectively.
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Outer Borough Highlights
Real Estate Board of New York’s Brooklyn Retail Report – Summer 2016
The report released in late September by REBNY revealed a year-over-year increase in average asking rents for ground level space in (8) of
the (15) corridors surveyed. Retail rents in the remaining (7) corridors incurred a moderate decline, or remained unchanged.
The corridors profiled in REBNY’s report represent Brooklyn’s top tier retail corridors; and the asking rents quoted reflective of available
ground level space. It has been furthered pointed out that asking rents are significantly affected by numerous attributes such as location
(street/avenue), frontage, ceiling heights, and volume of space availability.
Corridor

Summer 2016
Avg. Asking

Summer 2016
Asking Range

Winter 2016
Avg. Asking

% Yr-over-Yr
Change

% Change
Winter 2016

Greenpoint
Franklin St (Meserole Ave – Commercial St)

$71

$35-$120

$63

14%

13%

Manhattan Ave (Driggs Ave – Ash St)

$71

$40-$97

$65

9%

8%

Bedford Ave (Grand St – North 12th St)

$373

$200-$500

$361

7%

3%

North 6th St (Driggs Ave – Kent Ave)

$259

$160-$350

$218

24%

19%

North 4th St (Driggs Ave – Kent Ave)

$144

$50-$200

$157

-6%

-8%

Grand St (Havemeyer St – Kent Ave)

$110

$90-$125

$109

0%

1%

$113

$75-$150

$112

5%

1%

$190

$110-$250

$188

27%

1%

$277

$100-$450

$301

-3%

-8%

$101

$56-$150

$102

0%

0%

Court St (Atlantic Ave – Carroll St)

$145

$65-$200

$175

-10%

-17%

Smith St (Atlantic Ave – Carroll St)

$134

$89-$200

$139

10%

-4%

7th Ave (Union St – 9th St)

$92

$40-$169

$96

6%

-4%

5th Ave (Union St – 9th St)

$79

$27-$156

$85

-2%

-6%

N/A

N/A

$85

N/A

N/A

Williamsburg

DUMBO
Washington St, Main St, Water St, Front St
Brooklyn Heights
Montague St (Hicks St – Cadman Plz)
Downtown Brooklyn
Fulton St (Boerum Pl – Flatbush Ave)
Prospect Heights
Flatbush Ave (5th Ave – Grand Armory Plz)
CobbleHill

Park Slope

Bay Ridge
86th St (4th Ave – Fort Hamilton Pky)
Source:

https://rebny.com/content/dam/rebny/Documents/PDF/News/Research/Retail%20Reports/Brooklyn_Retail_Report_Summer_2016.pdf
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Outer Borough Highlights (cont’d)
Brooklyn’s Empire Stores Welcomes First Tenant Opening
The DUMBO-born home furnishings retailer West Elm that launched in 2002 opened the doors to its
new flagship at the historic waterfront site in mid-August. The opening was significant in that it is the
first tenant to debut at the former 146-year-old Empire Stores site that has been undergoing a major rehabilitation and repurposing into
a mixed-use facility by a developer group led by Midtown Equities. In addition to the 14,265-square-foot store which features a Brooklyn
Roasting Company location and space for local pop-up food shops, the retailer which is a division of Williams Sonoma also relocated its
headquarters to a 97,650-square-foot office space on the entire 2nd floor and a portion of the 3rd floor at the Civil War-era building, having
secured a 20-year lease in 2014. West Elm will be joined by other tenants including Detroit-based watchmaker Shinola in a 5,000 square
foot retail space, and Los Angeles-based advertising firm 72andSunny which signed a lease for about 50,000 square feet of office space
early this year.
Redevelopment of 55 Water Street was proposed by the Brooklyn Bridge Park Corporation in 2013. The partnership of Midtown Equities,
Rockwood Capital, and the HK Organization were selected as the winning bidder of the request for proposal (RFP); signing a 96-year lease
at a reported base rent of $1.5 million per year. The partnership is investing about $150 million to redevelop the site into a 450,000-squarefoot office and retail complex. The existing series of (7) deteriorating coffee warehouses totaling 327,000 square feet, that date back to
the Civil War, will be replaced with a Brooklyn-centric museum, sprawling outdoor public spaces to include a green roof terrace, office,
retail and restaurants spread throughout the low-rise 4- and 5-story buildings, plus a dramatic glass-topped addition. Current asking rents
reportedly range from $65 - $90 per square foot for office space; and $125 - $150 per square foot for retail and restaurant space.

Source:

http://www.brownstoner.com/brooklyn-life/west-elm-brooklyn-dumbo-empire-stores-grand-opening-development/
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Outer Borough Highlights (cont’d)
DUMBO Enjoys Continued Renaissance
The warehouses and industrial buildings that comprise the majority of the northern Brooklyn neighborhood continue to see a rebirth as
ongoing leasing activity attracts new commercial and retail tenants. Alongside a growing number of tech tenants that now call DUMBO
home, such as creative education company Flocabulary, content creator Mustache Agency, and creative thinking agency Now What
which occupy office space at 55 Washington Street, 20 Jay Street, and 45 Main Street, ground level retail space flourishes with a vibrant
roster of longtime tenants such as Grimaldi’s Pizza, Jacques Torres chocolates, and Almondine bakery that will be joined by several
newcomers including:
SweetGreen – The Washington, DC-based fresh salad chain will open its 2nd Brooklyn outpost in 3,600 square feet at 45 Main Street,
occupying space that formerly served as the home to West Elm prior to the furniture retailer’s relocation to the former Empire Stores.
Modern Chemist – The compounding pharmacy that debuted in Park Slope will open its 3rd Brooklyn location in a 1,600-square-foot space
at 62 Water Street.
Brooklyn Roasting Company – The local coffee house headquartered at 25 Jay Street is opening in a 1,400-square-foot space at 55
Washington Street.
Westville – The fresh-food restaurant that has 4-Manhattan locations will be making its Brooklyn debut in a 2,536-square-foot space at 81
Washington Street.
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Development Activity
Project Plans in Progress
15 East 57th Street (Plaza) – Longtime tenant and high-end fashion brand Chanel will be investing $3.8 million to
renovate the exterior and interior of the 53,888-square-foot building that serves as its Manhattan flagship. The Parisbased designer occupies the entire building located between Madison and 5th Avenues, initially leasing the space
in 1993 when the building stood at 6-stories. About 13-years later the building underwent a vertical expansion to its
current height of 17-stories with roughly 4,300-square-foot floor plates. Project plans will also include an expansion
of the retail space that currently spreads across the ground and 2nd levels to also include the 3rd through 7th floors of the building, with
the remaining upper floors to comprise a mix of retail, office and storage space according to reported details of Department of Buildings
(DOB) filings. The company reportedly valued at $7.2 billion maintains a 230,000-square-foot office at the nearby Solow Building, 9 West
57th Street, having expanded its footprint at the 49-story tower in late 2015 through a 15-year deal valued at approximately $415 million.
10-14 West 48th Street (Plaza) – DNA Development filed applications in September for a planned 4-story, 32,349-square-foot retail
development that will rise to a linear height of 66-feet. New construction will replace an existing 6-story, 51,403-square-foot garage that will
be demolished according to demolition permits filed during the summer. The 7,531-square-foot site located between 5th and 6th Avenues
was acquired mid-2016 for $37.2 million ($412-$494 per buildable-square-foot) from Extell Development; and can reportedly accommodate
75,310 buildable square feet as-of-right for a commercial project, or up to 90,372 buildable square feet for a mixed-use development.
Extell Development had purchased the property in 2011 for $15.1 million ($167-$201 per buildable-square-foot); the developer apparently
deciding to abandon its own plans of a possible redevelopment despite filing demolition applications in 2015.
76 Eleventh Avenue (FiDi) – HFZ Capital Group’s 2-tower development that broke ground in September will feature
a 137-key Six Senses-branded luxury hotel in the approximately 9-story, 150,000-square-foot hotel component;
and will span floors 3-11 in the east tower of the approximately 950,000-square-foot mixed-use development.
The new hotel to be operated by Six Senses Hotels Resorts Spas, owned by Pegasus Capital Advisors LP, will
reportedly serve as the Bangkok-based hotel operator’s North American flagship. As part of the deal, Pegasus
Capital will take a 50% stake in the hotel portion of the project dubbed The Eleventh which has reportedly been
valued at $260 million ($1.898 million per key).
The recent deal represents a change in directions by HFZ, which according to reported details of new
project plans filed in December, had intended to omit the hotel component and create additional
office space in its place. Upon delivery, the estimated $1.9 billion project will add 240-residential
condominiums and about 90,000 square feet of new retail space to Chelsea’s High Line area. A
portion of the retail will be situated beneath the High Line park and include a restaurant by Six
Senses. In addition, a 10,000-square-foot street-level park will be created on the east side of the
High Line; as well as a public open-air pedestrian promenade that will run adjacent to the existing
elevated park through a collaboration with the Friends of the High Line.

76 Eleventh Avenue - Rendering
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Development Activity (con’td)
Project Plans in Progress (cont’d)
76 East Houston Street (NoHo) – Longtime owner Goldman Properties is nearing delivery of the
2-story, 3,080-square-foot commercial-retail development at the corner of Elizabeth Street. The new
building constructed on the narrow 2,114-square-foot parcel offers about 76-feet of frontage along East
Houston Street; and will feature a rooftop recreational area.

76 East Houston Street - Rendering

Fulton Market Building, 11 Fulton Street (FiDi) – The 46,000-square-foot luxury iPic movie theater that has been under construction in
the South Street Seaport neighborhood opened its doors on October 7. The new theater which is part of a larger redevelopment project
being constructed by the Howard Hughes Corporation will feature “plush, reclining seats on par with a first-class airline cabin and food
dishes meant to be eaten with the hands prepared by an award-winning chef that’s served as you watch
a film.” Show times, movie selection, tickets, food and seats — Premium or Premium Plus options can be
booked in advance via a dedicated iPic.com app. The theater will house 8-movie screens and cocktail bar The
Tuck Room. Project construction required the removal of an entire floor within the 4-story structure in order to
accommodate screen heights; and due to its landmarked status, a superstructure inside the building had to be
built “to hold the building up in order to remove one of the floors.”
The new theater will share the building with 10 Corso Como. The 13,000-square-foot outpost will serve as the only U.S. location for the
Milan-based Italian-concept store brand launched in 1991 that offers a blend of fashion, cuisine, art, music, design and lifestyle.

iPic Theater

iPic Theater - Interior Seating

Outer Boroughs
176-180 Bedford Avenue aka 155-157 North 7th Street (Williamsburg) – Developer Thor Equities has
reportedly broken ground on a 2-story, 8,000-square-foot retail development. Retail space will spread
across 4,000 square feet on each of the ground, 2nd and cellar levels; and feature a 2,500-squarefoot rooftop terrace. The 30-foot-tall structure will rise on the 3,600-square-foot corner parcel that
boasts 120-feet of wraparound frontage — 60-feet each on both Bedford Avenue and North 7th
Street. Thor recently closed on the $30 million ($3,750 per buildable-square-foot) acquisition from
the Salvation Army.

176-180 Bedford Avenue - Rendering

204-206 Bedford Avenue (Williamsburg) – Brooklyn-based RedSky Capital filed building applications for a 2-story, 7,986-square-foot retail
development that will feature a rooftop terrace. New construction will rise on the 50-foot-wide, 3,750-square-foot parcel located between
North 5th and 6th Streets. Demolition permits have already been filed for the existing 3-story, 5,275-square-foot mixed-use structure. The
site reportedly introduced to the market in 2014 at an asking price of $22.9 million ($3,631 per buildable-square-foot) was acquired by
RedSky in 2015 for $19 million ($2,379 per buildable-square-foot).
2570 Flatbush Avenue (Mill Basin) – Furniture retailer Raymour & Flanigan filed building applications in October
for a planned 2-story, 55,300-square-foot store to be constructed at the corner of Avenue V in Brooklyn. New
construction will span the majority of the block bound by Avenue V, Flatbush Ave, Hendrickson Pl, Hendrickson
St. The retailer currently has a store directly across the street which will likely be vacated upon completed
construction of the new store.
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Shrinkage & Expansions
NYC Restaurant Entrants: Outside the Box Strategies Essential to Survival
Although statistics seem to bring a brighter outlook for the survival rate of new restaurants during their first year in business, the numbers
reportedly worsen in the 2nd and 3rd years. According to reported findings from a recent study of the restaurant industry, first-year failure
rate on a national level is 26.4%, but the figure sharply escalates to 59.74% in the 3rd year. The supper club Butterfly which opened in 2012
at 225 West Broadway in TriBeCa shuttered after 3-years despite boasting a Michelin-starred chef. The restaurant’s owners walked away
from the reportedly $500,000 build-out they had constructed, prompting the landlord to include it in the rent and increase the asking rent
to $18,000, nearly double the $9,500 per month the vacating tenant was paying.
In New York City where retail rents have surged, even well-established restaurants have been forced to shutter in recent years:
•

Florent, 69 Gansevoort Street (MePa) – Closed in June 2009 after 23 years in the meatpacking district due to a rise in rent reaching
$30,000 per year.

•

Union Square Cafe, 21 East 16th Street (Union Square) – Closed at the end of 2015 after 30 years, unable to re-negotiate the 15-year
lease, subsequently securing a new location a few blocks north at 235 Park Avenue South.

•

Chanterelle, 2 Harrison Street (TriBeCa) – Closed after 30 years.

•

Harrison, 355 Greenwich Street (TriBeCa) – Shuttered in 2014 after 14-years due to rising rents.

•

Mesa Grill, 102 5th Avenue (Flatiron) – The flagship location closed August 2013 after 22 years.

•

Telepan, 72 West 69th Street (Upper West Side) – The farm-to-table restaurant shuttered this year after 10-years, unable to generate
revenues at the same pace of escalating overhead costs. The local chef also shuttered a more casual spinoff, Telepan Local in 2014,
less than a year after its debut in TriBeCa.

•

Four Seasons, 375 Park Avenue (Plaza) – The high-end restaurant shuttered its location of 57-years at the Seagram Building after
negotiations broke down for a renewal of the space. The restaurant is targeting a late 2017 re-opening at nearby 280 Park Avenue.
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NYC Restaurants Entrants (cont’d)
New entrants hoping to establish themselves in the New York City restaurant scene confront a growing number of hurdles:
Location: In today’s tougher market restaurant owners have had to become more flexible when seeking locations, no longer searching for
the ideal spot that offers residential, commercial and tourists. In many instances compromise comes into play with a heightened focus on
coming up with creative strategies to make a less than ideal space or location work.
Financing: Securing funding from banks for a new eatery has become almost non-existent according to some sources; and when
available comes at the cost of interest rates that are not manageable. A growing number of restaurants are being financed piecemeal
via independent people referred to as “angel investors.” Other more traditional resources, although not widely resourced, include Small
Business Administration (SBA) loans and other government-backed loans according to reports.
Rising Rents: Surging rents have become one of the most significant challenges that restaurants confront in an industry where profitmargins are typically narrow. One strategy that has come into play in an effort to secure a better deal gives rise to a “one man’s loss is
another man’s gain” scenario. In the situation where a current restaurant is struggling, a lease buyout can potentially open the door to a
landlord being more amenable to striking a deal with a first-time restaurant. Other benefits can come in the form of opening cost savings
since infrastructure such as venting, sprinkler systems, and floor drains are already in place. Additional strategies to reduce rent overhead
have given rise to a shift away from prime ground level space, as some restaurants establish locations on the 2nd or cellar floors as well
as building rooftops.
Ownership is another viable option utilized by some newer restaurant entrants that have taken advantage of some of the SBA’s products
which exist to assist small businesses in the buying of properties. In the example of one veteran restaurateur and attorney, the acquisition
of the restaurant’s location in 2010 for $2.5 million reduced some of the uncertainty connected with a lease. Upon the eatery shuttering a
few years later, the purchase of the 2-story building reportedly now valued at $7 million became a lucrative and profitable decision. Several
weeks after introducing the space to the market, it attracted 9-bids at a rental price that “far exceeded” expectation by ownership.
Fact-Finding: While thoroughly researching the demographics of an area is crucial to make sure that the location of a space will provide the
appropriate market, reading the fine print of a lease is essential. Clauses within a lease that would allow a landlord to reclaim the lease with
6-months’ notice requiring the vacating of the space would be an extremely costly oversight by the restaurant owner, potentially resulting
in the loss of space build-out costs.
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Shrinkage & Expansions (cont’d)
Looking to Expand
West Elm Enters the Hospitality Market
The furniture retailer is taking another direction, opting to avoid the potential of over-saturating the
market with the opening of too many stores. Efforts to sustain the company’s growth will instead
see West Elm follow in the footsteps of homeware retailer Restoration Hardware and high-end fitness center Equinox with announced
plans of opening a chain of boutique hotels. Management and marketing fees will be shared by West Elm’s newly created partnership
with hospitality management company DDK. The first West Elm Hotel will debut in Detroit, MI and Savannah, GA in late 2018; and will be
designed, furnished, and marketed by West Elm. Hotel guests will be able to purchase the custom-designed room furniture and other décor
online, or via an app they can download at check-in. The room designs will be reflective of the hotel’s location, with local art work displayed.
Last year West Elm launched a commercial furniture division dubbed Workspace, reportedly creating new décor for (3) SpringHill Suites
by Marriott hotels which will open before the end of the year; as well as adapting designs for the FourPoints by Sheraton chain, now also
owned by Marriott International as a result of recently closed acquisition of Starwood Hotels & Resorts Worldwide. A division of WilliamsSonoma, Inc., West Elm will likely confront strong competition from some major hotel chains which have launched their own boutique hotel
brands in what has become a fast-growing market.
In light of the new plans, West Elm has secured an additional 40,000 square feet at the retailer’s operations facility at the Industry City. A
portion of the expansion space at the Sunset Park complex will be utilized for design studios to build mock-up guest rooms and common
areas for the new hotel brand. Last year the DUMBO-based retailer launched West Elm Makers Studio, adding another 11,600-square-foot
to their footprint at Industry City. The new division provides artists, designers and craftsmen with a workspace to facilitate the conception
and design of products. The company has had a presence at the complex for several years; and the latest deal reportedly brings their total
footprint to over 100,000 square feet.
FreshDirect Launches FoodKick
New York’s homegrown grocery delivery service provider FreshDirect has focused its efforts of gaining market share
amidst large competitors such as Google Express and AmazonFresh; and smaller rapid delivery services such as
10-year-old Max Delivery as well as Instacart, which provides one-hour delivery for Whole Foods, Costco and
Fairway. Expansion efforts have reportedly accelerated with the help of a $189 million investment from JPMorgan
Asset Management, and others. The 14-year-old company’s fledgling operation dubbed FoodKick that launched
earlier this year in Brooklyn offers bicycle and moped delivery of smaller orders within an hour, in contrast to the
FreshDirect’s typical 14-24 hour turnaround. The service is expected to make its debut in the more competitive
market of Manhattan at some time in the future. The same delivery fee currently charged to customers for its original delivery service will
be added to FoodKick orders. Demand for home grocery delivery has reportedly escalated amidst a shrinking number of traditional grocery
stores, and the convenience favored by the up-and-coming millennials.
Google Express Service to Go Nationwide
The delivery service launched in Manhattan in 2014 expanded its service of home delivery for a wide range of items
from the program’s current roster of about 15 retailers to the outer boroughs in early October. Google is planning
to expand service availability nationwide by the end of the year according to reports, currently serving the rest of
New York State as well as states from Maine down to Virginia. Initially focusing on large retailers, which “typically
have the sales volume and personnel to handle the picking and packing of goods;” but will eventually include small
businesses as the company works out the logistics of a picking and packing process. Delivery time by courier services
ranges from same-day to 2-days pending availability and proximity to customer. The more aggressive approach has
reportedly been prompted by the search-engine giant’s loss of search-advertising business as more and more online
shoppers initially head to e-commerce website Amazon.

Source:

http://www.wsj.com/articles/west-elm-to-launch-its-own-boutique-hotels-1474844931
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Shrinkage & Expansions (cont’d)
Looking to Expand (cont’d)
AmazonFresh Service Goes Brick-and-Mortar
The e-commerce giant will be expanding its rapid delivery service of groceries for its membership, intended to
complement its existing grocery delivery service. According to a recent announcement, Amazon is planning to build
convenience stores dubbed Project Como and develop drive-in locations for fast grocery curbside service known
as “click and collect.” The brick-and-mortar outposts will stock perishable items for on-site sales, and offer in-store online ordering of longer
shelf life items for same-day delivery. The move comes at a time when the Seattle-based company has been seeking to increase its market
share of grocery sales amidst growing competition from large brick-and-mortar chains such as Wal-Mart which reportedly launched a curbside
delivery service over a year ago, and has already expanded the convenient direct to car delivery option to over 100 markets; and Cincinnati,
OH-based retail food chain Kroger, which offers a similar service dubbed ClickList in over 450 locations with plans for further expansion.
Currently Wal-Mart controls 17.3% of the market share of U.S. grocery sales which account for about 1/5th of consumer spending, in
contrast to Amazon’s 1.1% market share according to reports. The new brick-and-mortar outposts will compete with chains such as WalMart and Kroger on their own turf, Amazon hoping to attract a larger percentage of the $670 billion market, of which “among traditional food
and beverage stores, e-commerce accounted for $1 billion in sales in 2014, or 16%,” while “e-commerce vendors, such as AmazonFresh and
other online mass merchants, racked up more than $6.3 billion in food and beverage sales in 2014” according to reported figures compiled
by the U.S. Commerce Department. Amazon’s expansion into the grocery home delivery service was in part facilitated by the fact that it is
reportedly the most expensive type of sale for grocery companies, followed by the click-and-collect, giving rising to reluctance by some big
companies to invest in adding the service.

Looming Closures
Coffee Bean & Tea Leaf Shutters Manhattan Stores
The coffee chain launched in 1963 unexpectedly closed all 12 of its Manhattan locations on October 1st — 4 Uptown, 3
Midtown, 3 Midtown South, and 2 Downtown. The outposts which were all reportedly franchised; and although reported
comments from a company spokesperson imply the stores will re-open under new ownership, it remains uncertain. The
Los Angeles-based retailer that reportedly has over 1,000 locations globally, entered the New York City market in 2011
with it first store at 1412 Broadway, followed by the opening of an outpost at 392 Columbus Avenue on the corner of
West 79th Street 3-months later.

Source:

http://ny.eater.com/2016/10/4/13165150/coffee-bean-tea-leaf-closes
http://www.westsiderag.com/2016/10/04/coffee-bean-and-tea-leaf-closes-all-new-york-stores-including-3-on-uws
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Notable Retail Transactions
Lease
Address

Submarket

District

Sq. Ftge

Tenant

1 Wall Street

Downtwon

FiDi

44,000

Whole Foods

88 Greenwich Street

Downtown

FiDi

35,000

9/11 Tribute Center (relocation within area)

548-554 West 22nd Street
145 Clinton Street
Essex Street Crossing
628 Broadway

Midtown South

Chelsea

38,000

Hauser & Wirth (relocation within area)

Midtown South

Lower East Side

30,000

Trader Joe’s

Midtown South

Greenwich Village

30,000

Urban Outfitters (renewal)

500-518 East 14th Street

Midtown South

East Village

27,306

Target

11 West 19th Street

Midtown South

Flatiron

19,000

Pottery Barn

Sky, 605 West 42nd Street

Midtown

Hell’s Kitchen

60,000

Volvo (relocation within area)

229 West 43rd Street

Midtown

Times Square

59,137

National Geographic Times Square: Ocean Giants

767 Fifth Avenue

Midtown

Plaza

53,000

Under Armour

75 Rockefeller Plaza
VIA 57 West
625 West 57th Street

Midtown

Plaza

40,000

American Girl (relocation within area)

Midtown

Hell’s Kitchen

30,000

Landmark Theatre

Address

Submarket

District

125 Greene Street

Midtown South

262-272 Mott Street
866 United Nations Plaza

Sales
Sq. Ftge

Sold Price

SoHo

3,400

$12,600,000

Thor Equities (co-op)

Midtown South

NoLita

10,444

$26,000,000

Madison Development (condo)

Midtown

U.N. Plaza

10,842

$12,617,775

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

Purchaser

System Property Dev. (condo)
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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

