CONCRETE THOUGHTS

Breaking It Down by Borough

Not surprisingly, Manhattan leading way in investment-sales recovery; outer-boroughs struggling
with mixed value performance; clear that late 2010 was trough in values

a look at the overall New York

City building sales market and
compared its recent performance
with past periods. This week, we
will take a similar look at the first
half of 2011 (1H11) but will analyze
the performance of each

ln last week’s column, we took

individual geographic
submarket.
As I have written for some

time, we fully expected the
Manhattan market to lead
the entire marketplace out
of the downturn and are in-
deed seeing this happen
Sales volume picked up in
Manhattan before it did in

remains uneven with some prod-
uct types experiencing continued
slides in the price-per-square-foot
metric.

A detailed look at each of these
submarkets will highlight how each
1s performing.

Manhattan

In the Manhattan sub-
market (defined as south
of 96th Street on the East
Side and south of 110th
Street on the West Side),
there was approximately
$11 billion worth of in-
vestment sales in 1HI1L
This activity reflects a

other submarkets, and we Robert Knakal 124 percent increase over

are starting to see value ap-
preciation in Manhattan.

In the outer boroughs (in-
cluding northern Manhattan), sales
volume has been lagging and, in
some cases, has only recently start-
ed to recover. Value in these areas
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'Establlshed m 1987 HPS has closed more
than 700 commercial real estate transactions.
Recently celebrating our 20th year in business,

- wecan attribute our success to our commitment
_to the fundamental theories of business which

the same period last year,
when $4.9 billion trad-
ed. In 2Ql1 alone, there
was $7.9 billion in sales volume, the
highest quarterly total going back
to 4Q07.

If 1H11 activity is annualized, the

S nclude resgecf loyalty and knowledge

". X -'. / -.*

;7osTHxRo A'yENus I4Tj-l FLOOR NEW YORK. NY 10017
7 &2400 WWWHPSREGOM |

{U \)

e A el W e v

’?12"’@5

-

TARADA
1 i /ii)fl

Ty By Rl bes it

20 July26, 2011

4 wssberst

J tatermd mal
, Coaxi ot
Shoygng lcetan

Manhattan submarket should expe-
rience a near doubling of last year’s
$12 billion sales volume, This year’s
total will likely be five times the
$4.2 billion in 2009. At the peak of
the market in 2007, there was $52.5
billion in sales volume.

Regarding the number of prop-
erties sold in the Manhattan
submarket, 277 properties traded
in 1H11, which, if annualized, is up
17 percent from the 473 properties
sold in 2010. At the peak of the mar-
ket in 2007, 999 properties sold.
Clearly, we still have a long way to
g0 before hitting the activity levels
seen at the peak.

Value in Manhattan is trending
upward in almost all property seg-
ments. Thereisstillsome downward
pressure exerted on development-
site sales, but this has less to do
with actual value and more to do
with the number of transactions.
Value of land on a price-per-build-
able-square-foot basis isimproving,

notwithstanding what comparable
sales data indicate. With the num-

ber of sales increasing significantly,

it is not surprising to have averages
fall as we come off periods during
which only those sites obtaining
top values were trading. All other

What is somewhat surprising
is that value per square foot
is not recovering as quickly
outside Manhattan as we
would have expected.

property types are experiencing
nice appreciation.

Overall, value is up almost 11 per-
cent, on a price-per-square-foot
basis, in 2011 versus 2010. Hindsight
will show us that 2010 was the bot-
tom of the Manhattan submarket in
terms of value.

Northern Manhattan

In the northern Manhattan sub-
market, in 1H11 there was $167.4
million in sales, significantly less
than the $335 million in 1H10. If we
annualize the dollar volume in 1HI11,
the market is running about 34 per-
cent below the $509 million in sales
in 2010. At the peak of the market in
2007, there was about $1.5 billion in
dollar volume in this submarket.

In terms of number of properties
sold, 69 properties traded in 1H11 as
compared to 66 in 1H10, an increase
of 4.5 percent. Annualizing the 1H11
total would lead to an estimated 138
sales for the year, an anticipated in-
crease of 9 percent for over 2010’s
127 sales. At the peak of the market,
in 2007, 327 properties sold.

Values in northern Manhattan
remain uneven, with some proper-
ty types showing increases in value
per square foot with others con-
tinuing to show decreases.
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he Bronx

In the Bronx submarket, there
as $282 million in sales volume

1 1H1], a total sngmﬁcantly high-
r than the $194 million in 1H10. If
e annualize the 1H11 totals, the
965 million result will show an in-
rease of about 16.5 percent over
he $485 million of sales last year,
\t the peak of the market in 2007,
‘here was about $2.2 billion in sales
n this submarket.

In terms of number of properties
sold, there were 114 properties sold
in 1H11, up 21 percent from the 94
in 1H10. Annualizing the 1H11 total
would yield 228 sales, which would
be up 19 percent from the 191 total
last year. At the peak of the market
in 2007, 701 properties sold.

Value in the Bronx remains very
mixed, with half the product types
seeing slight increases in value and
the other half seeing values con-
tinuing to slide.

Brookliyn

In the Brooklyn submarket, there
was $699 million in sales volume in
1H11, up 37 percent from the $509
million in 1H10. If we annualize the
1H11 totals, the $1.4 billion in activ-
ity would be up 45 percent from the
$963 million 2010 total. At the peak
of the market in 2007, Brooklyn saw
$3.8 billion in sales.

In terms of number of properties
sold, this submarket saw 336 sales,
up 23 percent from the 274 in 1H10.
On an annualized basis, the 672
sales would show an increase of 18
percent over the 569 properties in
the borough last year. At the peak of
the market in 2006, 1,916 properties
were traded in this submarket.

As in other outer-borough sub-
markets, Brooklyn has been seeing
mixed value performance with five
product types showing continued
reductions In average prices per
square foot and three product types
Increasing in value.

Queens

Lastly, in the Queens submarket
in 1H11, there was $452 million in
sales volume, up 73 percent fromthe
$260 million in 1H10. If we annual-
ize the 1H11 totals, the $904 million
worth of expected activity would be
up 62 percent from the $558 million
last year. At the peak of the market
in 2006, there was $2.6 billion In

sales activity in Queens.

In terms of number of sales,
164 properties sold in 1H11, down
slightly from the 171 in 1H10. If we
annualize the 1H11 totals, the 328
sales would be up 7 percent fromthe
total of 307 sold in 2010. At the peak
of the market in 2006, 1,191 proper-
ties sold in this submarket.

In the Queens submarket, most
product types are still experiencing
value reductions in average price
per square foot. Within five prod-
uct types here, values dipped in
1H11 from 2010 totals, while within
three segments, values increased.

Il of this data lead to
Aconclusions that are not
necessarily unexpected. The
Manhattan submarket is clearly
leading the recovery and should
help pull the other submarkets
along with it. What is somewhat
surprising is that value per square
foot is not recovering as quickly
outside Manhattan as we would
have expected.
It appears that our real estate
recovery is following the sluggish

economic recovery that the na- .

tion is facing. We are lucky that
we are in the New York City mar-
ketplace, which is doing relatively
well compared with other locales.
Notwithstanding how well we are
doing here, things are still not all
blue sky ahead. In June, the state
unemployment rate rose to 8 per-
cent from 7.8 percent in May. In New
York City, the jobless rate increased
from 8.6 percent to 8.7 percent.
This is a troubling sign for the mar-
ket given how impactful jobs are on
our underlying fundamentals.

Even with a pace of activity
that’s slower than we would like,
and the outer boroughs on a diffi-
cult footing value-wise, we expect
the second half of 2011 to firm up.
We believe we are still on pace to
see very healthy volume increas-
es and values appreciating in
Manhattan and stabilizing in the
other submarkets.

rknakal@masseyknakal.com

Robert Knakal is the chairman
and founding partner of Massey
Knakal Realty services and in his ca-
reer has brokered the sale of more

than 1,150 properties totaling over
$7.4 billion in value.

Robert Knakal’s
Concrete Thoughts
will return after Labor Day.
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Buildings Sold
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