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The following are highlights and statistics that outline how the market performed during the first
quarter of the year from the DTZ First Quarter Manhattan Office Market Report. The full report is
available at: You can view the full report here: http://ge.tt/3gcNucD2/v/0.
Economy
The New York City economy remains robust at the start of 2015, as total employment continued to
surpass all-time high employment numbers with over 4.1 million jobs in the city through February
2015. Office-using employment continued to grow as well, with 38,600 office jobs created in the past
year. The majority of the office-job creation was in the professional services sector, which added
26,100 jobs in the past 12 months. The financial services sector added 9,300 jobs in the past year,
which is the most significant growth created in this sector since 2007. Year-over-year unemployment
numbers are strong as well, as the New York City rate is down 130 basis points to 7.2% through
February. With no signs of the economic expansion slowing, the Manhattan office market should
remain strong through 2015.
Overview
Following a stellar 2014, the Manhattan office market hit a minor roadblock in the first quarter 2015
as over 1.7 million s/f of negative absorption was posted. This trend is nothing new for the current
recovery cycle, as absorption has been negative in the first quarter in three of the past four years.
The strength of the market, however, has led to positive absorption by the end of each of those
years, which will likely be the case in 2015 as well. The negative absorption can mostly be attributed
to 33 buildings adding more than 45,000 s/f to the market, which led to a 50-basis-point-jump in the
availability rate to 9.8%.
The bulk of the increase in supply was in the Class B market, as it accounted for 15 of the 33
buildings each with greater than 45,000 s/f added to the market and totaled over 1.2 million s/f of
negative absorption. Despite a 100-basis-point-jump in availability to 9.3%, Class B average asking
rents increased 1.2% since last year to $59.97 per square foot. As Class B space has been in high
demand over the past several years, expect most of this space, if not all, to be absorbed in 2015.
The Class A availability rate rose only 30 basis points to 10.3%, and accounted for 17 of the 33
buildings that added more than 45,000 s/f to the market. Class A asking rents dipped slightly in the
first quarter, down 1.0% to $76.51 per square foot. The decrease in rent is not due to the market
weakening, but was caused mostly from a significant block of space hitting the market Downtown at
a lower price than both the Manhattan average and Midtown South's high-end space.
Economic Indicators
Midtown
* The Midtown market started the year off slow, as the availability rate increased 20 basis points to



9.9% in the first quarter.
* Over 450,000 s/f of negative absorption was posted as 17 buildings each placed 45,000 s/f or
greater on the market.
* With all of the negative absorption occurring in the Class B market this year, this marks the second
consecutive quarter in which Class A space was in higher demand.
* Midtown Class A asking rents rose minimally, up only $0.24 per square foot to $84.98.
* Park Avenue was the only submarket to post a significant Class A rental increase in the first
quarter, up $1.91 to $98.89 per square foot.
* Class B asking rents actually dropped $0.26 per square foot to $61.09, as five significant blocks of
space hit the market priced below the Midtown Class B average.
Midtown South
* Midtown South was the only market to post positive absorption and start off 2015 right where 2014
ended.
* Availability dropped 40 basis points to 6.6%, as over 339,000 s/f of positive absorption was
recorded.
* Although eight buildings each placed 45,000 s/f or more on the market, demand remained strong
in the first quarter as leasing activity outpaced space returns.
* The market continues to tighten as four out of five submarkets have availability rates below 7.0%,
with the SoHo/NoHo/Village submarket having a 10-year-low availability rate of 3.2% - the lowest in
Manhattan. Midtown South Class A asking rents dipped $0.11 per square foot to $75.44 in the first
quarter, mostly due to no direct available space in the SoHo/NoHo/Village submarket, which was
previously averaging asking rents over $101.00 per square foot.

Ã—      Midtown South Class B asking rents jumped $1.45 per square foot to $68.73, which is 35.8%
higher than the previous market high in 2008.

 

Downtown

Ã—      After a phenomenal year in 2014, Downtown struggled through the first quarter 2015, as
eight buildings brought a total of 2.1 million s/f to the market.

Ã—      The biggest space to hit the market with over 984,000 s/f was 28 Liberty Street, which
contributed to the 220-basis-point-increase in availability to 12.6%.

Ã—      Demand slowed in the first quarter with only one lease greater than 100,000 s/f signed, as
WeWork leased 240,000 s/f at 85 Broad Street.

Ã—      Despite a slowdown in the Downtown market, both Class A and Class B asking rents
increased. Class A asking rents are up $1.65 per square foot to $61.61 and Class B asking rents
rose $0.70 to $44.02 per square foot.

 



Outlook

Ã—      Despite a weak first quarter, expect the market to bounce back over the next three quarters
as leasing activity picks up.

Ã—      Additional Class B space on the market will create more opportunities for tenants searching
for space in the $55.00 to $65.00 per square foot range in 2015.

Ã—      Lack of available supply in Midtown South will push more tenants to Midtown and Downtown.
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