
MARKETVIEW

As rents pull back across Manhattan, 
market conditions are tenant-favorable

Manhattan Retail, Q2 2017

MARKET OVERVIEW

Conditions in the Manhattan retail market continued to evolve in Q2 2017, exhibiting both challenges and 
opportunities for tenants and landlords alike. Aggregate average asking rents across Manhattan’s 16 main 
retail corridors declined by 8.6% year-over-year, continuing a trend that began nearly two years ago. The 
easing rent environment helped spur a decrease in the number of available spaces, which fell by 4.2% 
quarter-over-quarter, although availability remains high relative to one year ago. Tenant demand, 
especially among luxury retailers, is lacking, which is reflected in the high availability and low transaction 
volume on Manhattan’s toniest corridors, including Upper Madison Avenue and Fifth Avenue from 42nd 
to 59th streets. However, some tenants are taking advantage of newfound landlord flexibility on rents, 
concessions and lease terms to take on new locations, especially in SoHo, the Plaza District and the Upper 
West Side. Meanwhile, the opening of the Second Avenue Subway line has helped spur leasing on the 
Upper East Side. Strong market fundamentals, including buoyant consumer confidence, employment 
growth and expanding household income, help support tenants looking to take advantage of the softening 
market to expand—especially quick service restaurants (QSRs) and other restaurants, as well as fitness, 
home goods, cosmetics/beauty and “clicks to bricks” retailers.
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Consumer Confidence
118.9

Sources: The Conference Board, June 2017;
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NYS Department of Labor, June 2017

NYC Total Retail Sales

$34.3B
NYC Retail Job Count
342.0K
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NYC Unemployment 
4.4%

*Arrows indicate change from previous quarter.

MARKET NEWS

• Tom Ford announced that it will be opening a new flagship store at the Carlton House at 672 Madison Avenue, 

occupying 12,300 sq. ft. over two floors and replacing its original flagship at 845 Madison Avenue. 

• Trader Joe’s announced that a second 14th Street grocery store will open in 2018 in a new development at 432 East 
14th Street. The grocery chain currently has five existing stores in Manhattan—including Trader Joe’s Wine Shop—with 

two more scheduled to open in 2017.

• StubHub opened a flagship retail ticket store at 1412 Broadway near Times Square, moving operations from the 

company’s smaller 114 West 40th Street location. A complement to StubHub’s online offering, the flagship will reach 
pedestrian consumers by helping passersby find events nearby, catering to the large local and tourist population.

• A U.S. based e-commerce retailer opened its first New York City brick-and-mortar bookstore, occupying 4,000 sq. ft. on 

the third floor of the Time Warner Center. Other locations are planned for Herald Square and SoHo. 
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ECONOMIC TRENDS

The underlying fundamentals of the New York City 
economy remain strong, providing solid support for 
retail spending in Manhattan in the second quarter. 
The Conference Board’s Consumer Confidence 
Index rose from 117.6 in May to 118.91 in June, 
moving back toward the 10-year high reached in 
March 2017. The New York City region’s gross 
metropolitan product has increased by a healthy 
4.9% year-over-year in the second quarter, to $1.2 
trillion2. New York City unemployment ticked up 
slightly in June from 4.3% to 4.4%, while citywide 
employment continues to grow, reaching an all-
time high of approximately 4.42 million, an 
increase of nearly 2% from a year ago3. New York 
City’s median household income remains on a 
positive trajectory, with expected growth of 2.2%, 
compared to national projected growth of 1.9%4.
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LEASING ACTIVITY

Retail leasing activity across Manhattan declined 
quarter-over-quarter, with CBRE recording 549,815 
sq. ft. of transactions in Q2 2017, a decrease of 
33.4% from last quarter. This was largely due to a 
decline in large deals—Q1 2017 saw several 
discount retailers sign leases greater than 40,000 sq. 
ft., while in Q2 2017 activity in this segment 
declined.

The largest transaction was Cipriani’s 28,000-sq.-
ft. lease at 30 Riverside Boulevard on the Upper 
West Side. In terms of the transaction volume, the 
market slowed somewhat in the second quarter, 
down to 115 deals from 131 last quarter, but ahead 
of the 90 deals that closed one year ago. 

Restaurants, including QSRs, remain the most 
active tenants in Manhattan by far, accounting for 
nearly 30% all transactions in Q2 2017. Other 
active retail segments include furniture/home 
goods, fitness and beauty/cosmetics. Additionally, 
the “clicks to bricks” trend continues.

Consignment marketplace TheRealReal is set to 
open its first permanent Manhattan store in SoHo, 
signing a 4,300-sq.-ft. lease at 80 Wooster Street 
after a successful pop-up last year, while another e-
commerce retailer signed on for a brick-and-mortar 
location, also in SoHo, at 72 Spring Street. Tenant 
demand remains low among luxury retailers. 

The slowdown in the luxury market has impacted 
high-rent corridors along Fifth Avenue, including 
both the stretches from 42nd to 49th and 49th 
through 59th streets as well as Upper Madison 
Avenue. These corridors have seen little leasing 
activity and many increases in the number of 
available storefronts over the past year.

Figure 1: Top Lease Transactions

Tenant Size (Sq. Ft.) Address Neighborhood Industry

Cipriani 28,000 30 Riverside Boulevard Upper West Side Restaurant

Artists & Fleas 24,217 568 Broadway SoHo Miscellaneous

CVS Corporation 23,065 305 E 86th Street Upper East Side Pharmacy

Trader Joe’s 22,701 432 E 14th Street East Village Grocery Store

Victoria’s Secret 18,000 112 W 125th Street Harlem Apparel/Accessories

Hartman Rare Art, Inc. 15,095 515 Madison Avenue Plaza District Miscellaneous

Champs Sports 14,500 10 Times Square Penn Plaza/Herald Square Sportswear

Citibank 13,526 1 Park Avenue Grand Central Bank

Lululemon 12,865 597 Fifth Avenue Grand Central Sportswear

Bath & Body Works, Inc. 12,125 112 W 125th Street Harlem Beauty/Cosmetics
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However, beyond the prime corridors, Midtown 
neighborhoods fared reasonably well in Q2 2017, 
with the Plaza District and Grand Central seeing 
activity, especially among food operators. The 
Upper West Side was also solid this quarter.

Other neighborhoods are rebuilding momentum. 
In SoHo, where a steep run-up in rents had 
sidelined many interested tenants, the recent drop 
in asking rent and proliferation of available space 
helped spur nearly 80,000 sq. ft. of leases this 
quarter. While some deals have included short-
term/pop-up tenants—notably Artists & Fleas’ one-
year deal at 568 Broadway—others such as The 
Woo, Brett Johnson and APM Monaco took 
advantage of the current market to secure 
favorable terms on long-term space. These tenants 
join UNOde50, Shinola and Herno, which all took 
space in SoHo in 2017. 

The Upper East Side has experienced a jump in 
activity since the recent opening of the Second 
Avenue Subway. The second quarter saw 12 
transactions in this neighborhood, including 
Second City Taco and Rumble Fitness, which will 
join the recently opened Quality Eats at 1496 
Second Avenue. Tenants are also active in Times 
Square: KIKO Milano signed on for 1,100 sq. ft. at 
1515 Broadway, following transactions by Viacom, 
LINE Friends and Swarovski earlier in 2017. 
Brokers report that tenant interest remains high 
within this market. 
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Figure 2: Most Active Neighborhoods | Q2 2017

Neighborhood Leased (Sq. Ft.)

SoHo 79,775

Upper East Side 63,733

Plaza District 54,791

Upper West Side 47,088

Grand Central 41,580

East Village 33,626

East Harlem 30,125

Penn Plaza/Herald Square 27,700

Chelsea 21,525

Wall Street/Financial 19,217

Figure 3: Most Active Tenant Type | Q2 2017

Tenant type Number of deals

Food/QSR/Fast Casual 21

Restaurant 13

Fitness 9

Jewelry/Accessories 6

Home/Furniture/Lighting 6

Apparel/Fashion – Women’s 6

Financial 5

Beauty/Cosmetics 5

Pharmacy 4

Apparel/Fashion 3

Source: CBRE Research, Q2 2017.
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Figure 4: Count of Available Ground Floor Direct Spaces

Source: CBRE Research, Q2 2017.
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Figure 5: Average Asking Rents | Q2 2017

Corridor Parameters 2017 Q2 2017 Q1 Quarter-over-
quarter change

2016 Q2 Year-over-year 
change

Upper West Side Broadway | 72nd to 86th Streets $308 $305 1.0% $340 -9.4%

Upper East Side Third Avenue | 60th to 72nd Streets $307 $342 -10.3% $298 2.9%

Upper Madison Ave Madison Avenue | 57th to 72nd Streets $1,417 $1,406 0.8% $1,442 -1.8%

Midtown Fifth Avenue | 49th to 59th Streets $3,270 $3,432 -4.7% $3,394 -3.7%

Midtown Fifth Avenue | 42nd to 49th Streets $1,042 $1,121 -7.1% $1,201 -13.3%

Times Square Broadway & Seventh Avenue | 42nd to 47th Streets $2,123 $2,187 -2.9% $2,183 -2.8%

Flatiron Broadway | 14th to 23rd Streets $340 $380 -10.6% $434 -21.8%

Flatiron Fifth Avenue | 14th to 23rd Streets $405 $391 3.6% $400 1.3%

Herald Square 34th Street | Fifth to Seventh Avenues $632 $665 -4.9% $634 -0.3%

SoHo Broadway | Houston to Broome Streets $667 $678 -1.6% $792 -15.7%

SoHo Prince Street | Broadway to West Broadway $774 $802 -3.5% $854 -9.3%

SoHo Spring Street | Broadway to West Broadway $828 $896 -7.6% $1,058 -21.7%

Meatpacking 14th Street | Eighth to Tenth Avenues $356 $335 6.5% $352 1.3%

Meatpacking Gansevoort | Little West 12th Street | 13th Street | 
Ninth to Tenth Avenues $481 $453 6.3% $508 -5.4%

Meatpacking Washington Street | 14th to Gansevoort Streets $550 $623 -11.7% $517 6.5%

Downtown Broadway | Battery Park to Chambers Street $421 $427 -1.5% $289 45.7%

Aggregate All Corridors $759 $855 -11.2% $831 -8.6%

AVAILABILITY

The number of direct ground-floor availabilities 
on Manhattan’s 16 main retail corridors fell to 
203 this quarter, down 4.2% from Q1 2017. 
However, the number of available spaces 
remains well above the 152 units counted one 
year ago, for a total of 11.9% more sq. ft. 

Year-over-year increases in availability were most 
notable along Downtown Broadway, Upper East 
Side’s Third Avenue and 14th Street in the 
Meatpacking District—where development 

projects have spurred additions to inventory—as 
well as along SoHo Broadway, SoHo Spring 
Street and Upper Madison Avenue, where high 
rents and challenging business conditions have 
pushed tenants to give up space. 

Also putting pressure on the Manhattan retail 
market is the increasing number of sublease 
spaces. This further increases competition for 
tenants and downward pressure on rents. In 
particular, Upper Madison Avenue and 
Midtown’s Fifth Avenue corridors are facing 
challenges from additional sublease space.
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Figure 6: Aggregate Average Asking Rents | Quarterly

remain the highest of any retail market in the 
world. Although there is pressure to reduce rents, 
some corridors recorded flat average asking rents 
quarter-over-quarter or mild increases.

Downtown Broadway’s average asking rent 
decreased slightly quarter-over-quarter—by 1.5% 
—while recording a sizable increase of 45.7% year-
over-year. This surge in pricing is not the result of 
a dramatic shift in market conditions, but rather 
reflects the addition of new premium spaces, at 
217 Broadway and 1 Wall Street, priced well above 
the lower value spaces south of Rector Street on 
the market one year ago. 

The average asking rent on Upper Madison Avenue 
has been surprisingly flat, sticking within the low to 
mid-$1400-per-sq.-ft. range since Q2 2016, despite 
rising availability and a slowdown in leasing activity 
over the past year. Landlords, responding to a lack of 
demand for larger spaces at current asking rents, 
have split spaces into smaller units in hopes of 
attracting tenants. The resulting increase in the 
number of available spaces priced above the average 
has boosted the average asking rent by 0.8% quarter-
over-quarter, and helped forestall greater year-over-
year declines. The stubbornness of this asking rent 
figure belies true conditions on Upper Madison 
Avenue, as tenants seeking space are bidding at well 
below asking rents, and landlords are showing 
eagerness to negotiate terms.

AVERAGE ASKING RENTS

The aggregate average asking rent among the 16 
corridors fell to $759 per sq. ft., reflecting a decline 
of 11.2% quarter-over-quarter and 8.6% year-over-
year. This drop is accompanied by a growing 
willingness among landlords to negotiate rents 
while also offering greater concessions, including 
tenant improvement allowances and free rent, as 
competition increases for long-term occupiers. 
Sensing favorable conditions, tenants in the 
market are submitting bids significantly below 
asking rent for available spaces. 

The biggest changes in average asking rents 
quarter-over-quarter were seen in the Flatiron 
Broadway, Meatpacking Washington Street and 
Upper East Side Third Avenue corridors, where rents 
in each fell between 10% and 12%. Along Flatiron 
Broadway, though availability remains flat, rents 
declined from $380 to $340 per sq. ft., a result of the 
combined impact of the lease-up of high-priced 
space, the downward repricing of an existing space 
and the addition of space priced at $300 per sq. ft. 
On Third Avenue, downward repricing at 1140 
Third Avenue contributed to a 10.3% decline in 
average asking rent, which fell to $307 per sq. ft. 

Flatiron Broadway was also one of several corridors 
to decline year-over-year, by 21.8%.  SoHo Spring 
Street saw the average asking rent fall to $828 per 
sq. ft., a drop of 21.7% year-over-year, while SoHo 
Broadway and SoHo Prince Street recorded 
declines of 15.7% and 9.3%, respectively. 

Along the 42nd to 49th Street sections of Fifth 
Avenue, asking rents have declined 13.3% year-
over-year. Spaces are being repriced to better 
reflect what tenants are willing to pay. This section 
of Fifth Avenue has the highest average time on 
market of the 16 corridors, with some spaces 
available for a number of years before finding a 
suitable tenant. Meanwhile, the 49th to 59th Street 
section of Fifth Avenue recorded a moderate 
softening, of 3.7% year-over-year, while asking rents 

Source: CBRE Research, Q2 2017.
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Disclaimer: Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, 
we have not verified it and make no guarantee, warranty or representation about it. It is your responsibility to confirm independently its accuracy and completeness. 
This information is presented exclusively for use by CBRE clients and professionals and all rights to the material are reserved and cannot be reproduced without prior 
written permission of CBRE.
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