
Q1 2020
NEW YORK CITY OFFICE MARKET REPORT

LEE & ASSOCIATES NYC | 845 THIRD AVENUE | NEW YORK, NY 10022 1

After several years of significant growth, office leasing velocity started to slow in January and fell 
precipitously in the final days of the first quarter as a direct result of the COVID-19 pandemic.  
Although uncertainty abounds as the world navigates through unchartered waters, we foresee 
leasing velocity stalling further, causing availability rates to materially increase across each of New 
York City’s submarkets, as a deluge of sublet space is added to 2Q 2020 inventory from tenants 
downsizing and continuing to work remotely.  

While governmental restrictions and unprecedented uncertainty impede our ability to provide an 
accurate quantitative evaluation of COVID-19’s immediate impact and ultimate fallout, we can look 
at the market’s reaction to the last two economic downturns for guidance. The recessions of 2001 
and 2008 both hit the commercial real estate market hard. The recession of 2001, coupled with the 
impact of 9/11, slowed new construction, and rents dropped, as vacancy rates increased. This trend 
continued until the start of 2Q 2004, when new job creation spurred demand, allowing all three of 
those metrics to begin their swing in the other direction. 

Following the recession of 2008, the market metrics reacted in a similar fashion as they did in 2001, 
but the rebound occurred more quickly, starting at end of 1Q 2010. From that point, quarter after 
quarter, rents steadily increased and vacancy rates tracked with the rising rate of newly delivered 
office buildings. 

While we look to these earlier recessions for similarities, the current pandemic may have deeper and 
longer-lasting repercussions.Today’s timeline to market stabilization, which for now is unpredictable, 
will depend to a large degree on our ability to test and protect everyone re-entering the workforce. 
The negative impact on flexible, serviced office suite providers like WeWork and Knotel, which 
currently occupy about 4% of total inventory in Manhattan, will exacerbate the woes of many 
landlords, further, 

What distinguishes COVID’s impact on commercial leasing from past economic cataclysms is its 
projected long term influence on how tenants will use space. After years of corporate occupiers 
“densifying” their office spaces, promoting open, collaborative work environments, the conundrum 
many architects and space planners are thinking about is what’s next. 

As safety will be at the forefront of companies real estate goals, implementing social distancing 
practices will become the new normal. Some believe that tenants may actually require more space 
to provide employees with the separation they will need to feel safe. Others argue that the efficacy 
many companies have witnessed while working remotely, coupled with the unanticipated capital 
costs associated with modifying previously densely populated space and the incremental increase 
in occupancy costs to expand, companies whose bottom lines have been gutted will opt to reduce 
their footprint. For this reason and a myriad of others, It is our belief that it is counterintuitive for 
companies that are struggling financially to increase their obligations by taking more space.  

Accordingly, although it is too early to really know, we foresee a significant correction from recent 
cyclical highs, a profound and lasting spike in unemployment as companies reassess their business 
models and the assault COVID-19 has had on their bottom line. We also foresee a surge in 
bankcruptcies.

As with every market correction, there will be opportunities for smart tenants who are well positioned 
financially to secure space at affordable rates and prescient landlords will work hard to retain existing 
tenancies and lure new ones. 
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Q1 2020 Downtown 114,770,900 8.70% $61.24 1,240,887 -- 549,871

Q1 2020 Midtown 303,118,882 8.00% $80.87 1,099,379 1,591,301 15,442,466

Q1 2020 Midtown South 79,058,705 6.80% $72.16 -220,729 223,460 1,391,999
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City Hall 15,339,972 5.30% $60.93 -352,277 -2.30% - 19,412

Financial District 41,467,074 9.20% $61.11 155,925 0.40% -

Insurance District 12,132,429 6.50% $56.88 45,726 0.40% - 70,459

Tribeca 8,972,266 5.10% $70.88 -2,422 0.00% -

U.N. Plaza 4,265,953 7.30% $69.81 -36,665 -0.90% - 191,412

World Trade Center 36,859,159 10.40% $70.13 194,508 0.50% - 460,000

Downtown 119,036,853 7.30% $64.96 4,795 -0.32% 741,283

Columbus Circle 35,068,863 9.20% $78.90 -376,064 -1.10% - 90,000

Grand Central 55,185,214 7.30% $77.08 -197,251 -0.40% - 1,657,000

Murray Hill 13,628,704 7.50% $62.99 212,722 1.60% - -

Penn Plaza/ 
Garment

63,390,146 8.80% $75.12 319,376 0.50% 53,161 11,264,643

Plaza District 88,232,738 9.30% $92.84 347,841 0.40% -1,355,000 764,580

Times Square 48,033,017 6.30% $80.32 436,990 0.90% 350,000 -

Midtown 303,538,682 8.10% $77.88 123,936 0.32% -951,839 13,776,223

Chelsea 28,298,365 8.30% $70.74 42,277 0.10% 434,256 722,152

Gramercy Park 25,531,274 7.20% $75.29 -196,686 -0.80% 73,323 268,560

Greenwich Village 5,422,343 5.70% $78.54 7,587 0.10% 35,722 182,187

Hudson Square 11,263,198 3.40% $75.05 245,596 2.20% - 1,300,000

Soho 7,941,756 9.60% $74.66 -89,651 -1.10% 33,374 432,128

Midtown South 78,456,936 6.80% $74.86 1,825 0.11% 576,675 2,905,027

Downtown  
Brooklyn

20,699,627 11.40% $51.37 -507,659 -2.50% - 896,256

Long Island City 15,769,554 15.60% $47.19 -466,420 -3.00% -15,000 793,092

Outer Boroughs 36,469,181 13.50% $49.28 -974,079 -2.70% -15,000 1,689,348


