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Overv iew
Despite the positive signals of improved employment and new highs set by the Dow Jones, office rents in 
Manhattan dropped in the first quarter. Overall, effective rent in Manhattan decreased in all submarkets, with the 
exception of Midtown class B. Notably, Midtown South rents dropped after two years of consecutive increases. The 
Downtown market saw an increase in leasing activity but effective rents were slightly lower compared with the fourth 
quarter. 
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Midtown – Overall Increase, Class A Struggles, Lots of Renewals 

Midtown class A office rents dropped by $1.52 per square foot as financial firms continued to struggle and 
Downtown office space become a popular alternative. Midtown class B effective rents increased by $0.72 after a 
drop in the last quarter. Renewals and expansions ruled the market in Midtown, (60% of the transaction volume). 
The most notable transaction for the quarter was Macy’s 646,000 Square feet renewal at 11 Penn Plaza.
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Concessions as a percent of total deal value are a 
clear indicator of the market strength. Concessions 
in Midtown have decreased gradually in the past 
couple of years, from 10% of the deal value, to 
around 7%. However, in the past year concessions 
have increased and currently stand at around 9%. 



Midtown South – Slowing Down?

A drop of $1.82 in Midtown South’s effective rent brought to a halt eight straight quarters of increases. It is too early 
to say whether Midtown South’s run has ended though, as over 70% of the leases signed in the market were new 
leases – a sign of a vibrant market. Concessions in Midtown South continue to be among the lowest in Manhattan, 
averaging around 7% in the past two years, and are inching upward, as landlords increase asking rents. Major 
leases in this submarket in Q1 included Shutterstock’s new lease at the Empire State Building and Google’s 
expansion in Chelsea Market.
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Downtown – Strong Activity, Lower Rents, Many Relocations

Downtown rents suffered a slight setback, but remain in the mid-$30s. We predict that Downtown effective rents will 
increase in the near future as this submarket remains an affordable alternative to Midtown and Midtown South, 
encouraging the migration of Tech and Media tenants from Midtown South. Additionally, higher end office space will 
become available soon (4 WTC).. Concession packages in Downtown are currently the best in town – around 11% of 
the total deal value.
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Downtown saw a number of notable new leases, 
such as HarperCollins’ 180,748 square feet lease 
at 195 Broadway, WeWork’s 120,260 square feet 
lease at 222 Broadway, and GFK’s 75,020 square 
feet lease at 1 World Financial Center. Renewals 
accounted for 35% of deals completed, including 
Liberty Mutual’s 130,449 square feet lease at 55 
Water Street.



Asking / Starting Spreads – Midtown Flight from Quality

Spreads between average asking rent and starting rent widened across all markets except for Midtown class B. 
Midtown Class A asking rents dropped slightly, for a third quarter in a row, and the spread widened due to a larger 
drop in starting rents.

Class B spreads in Midtown tightened despite the fact that landlords increased asking rents again. At the same 
time, the increase in asking rents in Midtown South faced resistance by tenants who probably chose transportation 
convenience in Midtown or lower prices in Downtown as an alternative. Downtown spreads remained relatively 
stable, but widened a little, as asking rents inched up and starting rents declined a bit.
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Tenant Jefferies Group 

Street Address 520 Madison Avenue 

Submarket Madison/Fifth Avenue 

Transaction Size 457,797 SF 

 

Tenant Shutterstock 

Street Address 350 5 Avenue 

Submarket Murray Hill 

Transaction Size 85,107 SF 

 

Tenant iN DEMAND 

Street Address 345 Hudson Street 

Submarket Hudson Square 

Transaction Size 48,173 SF 

 Tenant HarperCollins 

Street Address 195 Broadway 

Submarket World Trade Center 

Transaction Size 180,748 SF 

 

Tenant Google 

Street Address 75 9th Avenue 

Submarket Chelsea 

Transaction Size 84,643 SF 

 

Notable Transactions



About
The Effective Rent Report: was produced by CompStak, Inc. For comments or questions, please contact Noam 
Shahar: Noam@CompStak.com or Wei Chen Yu: Wayne@CompStak.com.

About CompStak: CompStak is the world’s first comprehensive database of commercial lease comparable data. 
We gather our data from our users, a committed community of commercial real estate brokers, appraisers and 
researchers. Our analysts review all of the data we receive to ensure data integrity and quality.

The information contained in this report was gathered from CompStak users and other sources that we consider 
reliable. While we strive for perfection, this report may contain errors or omissions and is presented without any 
warranty or representations as to its accuracy.

* Effective Rent takes into consideration the rent paid for every year of the lease, as well as landlord concessions 
such as free months and tenant improvement allowance.
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