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Uncertainty about de Blasio, a soft comm’l. market

and other trends shaping New York’s R.E. industry

Marks
Paneth &
Shron LLP

Uncertainty about the de Blasio
administration and a high commercial
vacancy rate wereamong the issues that
worried New York real estate profes-
sionals, according to the 2013 editions
ofthe Gotham Commercial Real Estate
Monitor, an ongoing survey conducted
by my firm, Marks Paneth.

In March 2014, Marks Paneth will
launchits fourth iteration of the survey,
which polls top commercial real estate
professionalsinthe New York City mar-
ket. Respondents will include owners
and managers of commercial property,
commercial real estate brokers and
agents, and attorneys and accountants
specializing in the sector.

The aggregated results have begun
to give us a longer-term picture of
some of the topics and issues that
may be trending with professionals
in the New York City commercial
real estate market over the next year
or so. Those topics that will continue
to concern the commercial real estate
industry include:

* The Financial District is re-emerg-
ing as a commercial hub. With the
average office rents in Midtown at $70
a s/f compared to $48 a s/f in Lower
Manhattan, offices in general will be
moving downtown. There is also a
trend toward more growth in the hotel

met with an increase in demand?
Case in point: Citibank, which led the
migration ofbanks and securities firms
from Wall Street to Midtown over 50
years ago, has revealed plans to leave
399 Park Ave. and consolidate its New
York operations at its existing Lower

by year-end, as an example, and it may
be that the industry and the mayor will
collaborate. Much of de Blasio’s push
in the industry has been with regards
to affordable housing — but the market
is still unsure about what his approach
will be and whether or not he will raise

Higher interest rates continue to fuel unease. Speculation on whether the Feder-

al Reserve will raise rates continues and may be driving the uptick in real estate
deals. Questions swirl around whether the economy is strong enough to absorb any
increases. But there is unease and a sense that any increase will eventually damp-
en commercial real estate deals. Refinancing seems likely in that case; whether or
not there will be a commercial real estate bubble as there was a housing bubble re-
mains questionable. The likelihood is that if rates do go up, it will be a gradual rise.

and retail industries downtown and
a number of hotel projects are under
development. Add to that increased
tourism and residential popularity, and
occupancy overall will be very dynamic
in Lower Manhattan over the next year.

* Too many vacancies make for an
over-saturated market. There is a view
that the New York City office market
is not in good shape at present. While
in the long term, it will rebound, so
much development underway — in
2013, Manhattan saw 4 million s/f of
new office building completed, the
largest volume of new construction
completions since 2011 — begs the
question: will increase in supply be

Manbhattan offices. The action has Park
Ave. landlords worried that other firms
may follow suit.

* Post Bloomberg, where is the
relationship between mayor de Blasio
and the New York real estate industry
going? The vast majority of respon-
dents to our previous surveys have
given high marks to former mayor
Mike Bloomberg. The results from
our November 2013 survey were
starkly different — only 7% of New
York commercial real estate executives
said that mayor de Blasio will strongly
support their interests. But de Blasio
has committed to presenting a revised
proposal for rezoning Midtown East

commercial property taxes.

* Office projects are also moving
out of Manhattan. Manhattan looks
a lot different than it did before the
Bloomberg era. Is it becoming a
corporate center and eschewing its
residential side, except for the very
wealthy? Office projects underway
in Gowanus, Bushwick and Crown
Heights and a new shopping mall
in Williamsburg may be a precursor
to what some see as a certainty. The
outer boroughs and places like Jersey
City are seen as attractive alternatives
to Manhattan’s high prices and a bur-
geoning interest in ‘green’ alternatives
and nontraditional spaces such as bike

racks, gallery and cultural spaces, etc.
are motivating office and residential
development.

* Higher interest rates continue to
fuel unease. Speculation on whether
the Federal Reserve will raise rates
continues and may be driving the
uptick in real estate deals. Questions
swirl around whether the economy is
strong enough to absorb any increases.
Butthere isunease and a sense that any
increase will eventually dampen com-
mercial real estate deals. Refinancing
seems likely in that case; whetherornot
there will be a commercial real estate
bubble as there was a housing bubble
remains questionable. The likelihood
is that if rates do go up, it will be a
gradual rise.

These arejusta few of the trends and
issues on the horizon that will inform
the questions we develop forourMarch
survey. The results from the previ-
ous (http://www.markspaneth.com/
publications/fall-2013-gotham-com-
mercial-real-estate-results) Gotham
Commercial Real Estate Monitor
continue to enhance and deepen the
complex picture of the New York City
commercial real estate market.

William Jennings, CPA, is the
partner-in-charge of the real estate
group at Marks Paneth & Shron LLP,
Tarrytown, N.Y.

The owner sa of one of = PARK AV ’s most desirable apartments had four equal, sealed bids after listing it in

the spring o .The owner a,- decided to sell to the bidder who could solve the following problem: There were three

light switches I I I outside in the hallway that lit three different lamps oo

door

= inside the apartment’s foyer. The

was closed and there were no windows in the hallway so there was no way of seeing which switch I turned on

which lamp = .The owner 6, allowed each bidder to enter the foyer only once to determine which switch I turned on

which lamp “_One of the bidders a, TSR A M A RKS PANE T H EIGIten: a@ who gave her

the solution and she became the proud owner of the classic junior six. How’d she do it?

Riddles are easy.You want something harder? Try the real estate market.VWe won’t venture a guess as to which direction it’s heading.
But we can help our clients answer other big questions like how will recently proposed tax changes affect property values.We'’re
Marks Paneth and for the past 100 years, we've been helping real estate owners, builders, developers, investors, property managers
and REITs make smart financial decisions.We're trusted advisors to some of the top real estate developers, management companies
and prominent real estate families in the New York area. So if you’ve got a riddle, call us at 212.503.8846 or visit markspaneth.com.
We'll shed some light on it.
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