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Nowhere to go but up?

Optimists maketheir case for a commercial sales market UpsSWIng

By Perer Kirer
eclarations that Manhattan’s com-
Dmerda] real estate market has “hit
bottom” are usually met with a re-
sponse somewhat akin to a boy crying wolf:

It has been uttered so often that it has lost
muchofi Butwithth

‘With 2010 starting at such 2 low point,

b

ingto Knakal. He predicts that volume will
return, but that prices will stay statie until

“The volume will increase 40 percent in
2010 and that is vety positive, but from 2

1
alue

very much js to

h: b

2009 and 2010. If you are

Massey Knakal and ch through, and th tohap-  an owner ofabuilding, I don't think things

Robert Knakal itupbest ight,” Knakal said in an interview. aregoingtobemuch betteratall," hesaid.

‘when he wrote in a recent column: “Basi- Could New York follow other foreign-

cally, 2010 should suckalot less!” Momentum from 2009 market rebounds? Other foreign commer-
‘TheEastern C lidated. cial capital:

Psychological threshold

the fourth quarter of 2009 saw aslight in~

p yLondon — are
Teturning to form. Fasulo said part of the

phethatwas 2009 over; somesaythatatleast The decade is over. It’s the end of the creaseinthevol ilyproperty  reason for London’s resiliency over the last
part of Mashattan’s commercial real estate  aughts, 3 Average 12 s is due to trading of its large pool
market is ready for an upswing. Could it be “There is something about being in th prices per square foot in inlbuild-  of midsize buildings.

thistime? The Real Deal threshold ide of 2009. It hologi-  ingst dinth d halfof 2009. Despite its fame for marquee mega-
some of thearguments — forand against—  cal barrierthat we have crossed over, noted Although there were only three signifi- — buildings, NewYorkhasalarge pool of these
‘whetherthe markethas hit bottom. Denham, i jonsi fourth id) buildings, too — and there are
Lending security . Top office building sales of 2009

Byalmost measure, 2009 was
an abysmal year for Manhattan commer-
cial real estate: sales, one of the worst on re-
cord. Sales volume for 2008 was a fraction
of what it was just two years ago, and prices
have plummeted almost 40 percent (even
more in some sectors). In addition, the top
five*mega”dealsin Manhattan barely qualify
asmegawhen compared to 2008.

“Yes. Itcan only get betterin 2010, said
Eastern Consolidated’s chief economist,
Barbara Byrne Denham, who recently re-
leased a report that was just one of several
that painted an irrefutably bleak picture of
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NewYork's commercial propertysales mar- Meraas Capital
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ityinthelendi dthe Insurance Ca.

buﬁﬁ;&iﬁ:?gﬁ ed.mm Con- Chrysler Building 405 Lexington Avenuc $888M $742  AbuDhabi Investment Authority
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major cities; New York.

larger annual price declines than these in
San Francisco and Washington, D.C. Office
prices in New York fell 38.1 percent over
th dingtoareport
from the rating agency Moody's.

What's more, lastycar’s average building

les price of $4.4 million drop

6f65 percent from the $12.4 million. average
in2007,according to Massey Knakal, which
specializes in building sales.

Even the year’s largest office deals were
drapedin di: L s

h firm Real Capital

Analytics, included: Worldwide Plaza at 825
Eighth Avenuc; Sotheby's headquarters at
1334 York Avenue; the Bertelsmann Build-
ingat1540 HSBC’shead

ales,

Worldwide Pliz

“We called the bottom two weeks ago,”
Real Capital Analytics managing director
Dan Fasulo said in January.

Knakal, however, offers caution while
agreeing that psychology certainly plays a
Tole. Massey Knakal rescarch shows that
there are an d 15,000 !

quarter, the activity is still grounds for opti-
misim, especially coming out of such a dis-
mal year. “The fact that these deals are get-

“There is something about
being in the threshold outside of 2009.
It’s a psychological barrier that
we have crossed over.”
Barbara Byrne Denham, Eastern Consolidated

signs that even more credit will be open-
ing up to increasc volume for this sector.
A recent Jones Lang LaSalle survey of 60
banks showed th: than halfof them

d heendof theyear
more optimistic,”said Denbam. “Thereis so
much money waiting on thesidelines.”

and

ForClassA buildi RCA’s Fasulo

inNew York City with negative

at452 Fifth Aveaue; and the New York Times

headquarters on Eighth Avenue.

A ofthesedealswith thetop

deals of 2008 puts the pain of last year in
Three of the top i

ly $165 billion of debton those
properties, he noted.
‘This deleveraging process will likely re-

range,

1 . s Jenidat

that a number of del RETTs and

said that in 2010 they would be willing to
lend $50 million or more toward a single
property purchase, double what most were
‘willing to do lastyear.

Defining & "

foreign investors are ready to dive into the

sultinlossesinthe $30 to $40 billi
and will be most acutely felt in 2011 and

2012, as the 2006 and 2007 loans mature,
Knakalszid

in2008
foot pricethat was well over $1,000, but the

dwithaper-sq

The result, according to Knakal, is ex-

top pricep i

prices.

2009 wasjust §75L.

pectedtobeads

“Psychal better, butwe

“For good property there is significant
demand, possibly too much demand, and
that is why we think prices will come back
12010, hesaid.

But whether prices will actually rise in
2010 scems like an open question, accord-

5 Imp
It seems clear that depth perception for a
marketin freefallis neveran easy orsimple
Pproposition, even for the most astute ob-
servers. But based on the aggregate pain
inflicted in 2009 and giimmers of hope in
market data, it seems that things can only
get better What remains to be seen is how
muchbetter. o
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