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Two straight years of $1 billion retail property sales—$200,000 a square foot price tag to soon follow?

The volume of investment sales
in New York City has increased dra-
matically since the low point the
market hit in 2009. AH property
types have seenresurgence
bothin terms of the volume
of sales as well as value,
some performing better
than others.

One that has performed
the best, in addition to mul-
tifamily, is the retail sector.
We have seen significant
resurgence in job growth,
consumer confidenee and
consumer spending in the
city, which has helped fuel
the retail investment sales
markets.

In 2009, there were only 140
retail properties sold citywide, ag-
gregating to a total dollar volume
of about $450 million. Last year, 197
properties changed hands, having
an aggregate market value of ap-
proximately $1.35 billion. This year,
ifweannualize year-to-date figures,

we are on track for about 228 retail
prgperty sales, with an aggregate
dollar volume on course to remain
about $1.35 billion.

This means that, in
2012, retail property sales
prices per transaction will
be slightly lower than was
observed last year.

On a citywide basis,
anmializing ' the sales oc-
curring thus far in 2012
will yield nearly two million
square feet of retail prop-
erty sales for the year. This
figure would be up 34 per-
cent from the 146 million
square feet soldin 2011

In terms of individual submar-
kets, the Manhattan market is
performing best, with a projected
96 retail property sales this year
versus just 56 in all of last year. The
96 that we are on pace for in 2012
would represent a 77 percent in-
crease over last year’s total. |

If we continue on this pace, we

will have in excess of $1 billion of
retail property sales in Manhattan
alone for the second year in a row.
The increase in the number of prop-
erties sold is also on pace to nearly
double the 516,000 retail square
feet sold in 2011, If annualized, our
current transaction volume will
lead to about 930,000 square feet of
retail property sales this year.

Another area that is showing
surprising strength is the retail
marketplace in the Bronx submar-
ket. Here, 2012 activity is projected
to be up 100 percent from last year,
when only 18 retail properties sold.
This year we are on pace for 36
trades, and the dollar volume of
sales is anticipated to more than
double, from $18.3 million last year
to nearly $40 million this year.

The aggregate square footage of
retail properties sold in the Bronx
is also projected to be up about 82
percent, to 167,000 square feet from
last year’s 92,000 square feet.

Markets that are still facing chal-

lenges in the retail sector include

*Northern Manhattan, Queens and
Brooklyn, areas where the num-
ber of properties sold is expected
to drop this year based on what has
traded year-to-date. We are also on
pace to see drops in dollar volume
and square footage of properties
sold in these submarkets.

. We are observing a retail proper-
tyinvestment sales market in which
different submarkets are per-
formirig much better than others,
indicating that specific locations
are becoming more important than
they have in the past.

In particular, retail locations on
Fifth Avenue and Madison Avenue
along their most prime stretches
_are seeing significant increases in
market rents. We are also seeing
tangible changes on Fifth Avenue in
the 40s as rents are likely to double
over a 24-month period here. This is
a result of the tremendous increas-
es in rent levels being achieved on
Fifth Avenue in the 50s.

There are similar dynamics play-
ing out across the city, and we expect
to see some record pricing fromretail
sale transactions. The retail space
at 666 Fifth was sold for $8,300 per
square foot, which surprised many
people in the industry as being an ex-
cessively high number. However, if
you lock at the fact that retail rents
are approximately $2,500 per square
foot in this area, if net income per
square foot is $2,000, at a conser-
vative 6 percent capitalization rate,
this space would appear to be worth
$30,000 to $35,000 per square foot.
It would not be at all surprising to
see some trades north of $20,000 per
square footinthe most prime stretch-
es of Manhattan. r
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