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Leasing Velocity and Absorption Soar While

Rents Pause
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QUICK FACTS

— Fourth quarter leasing velocity was 1.5 million sq. ft., a quarter-over-quarter increase of 106%
and 32% higher than the three-year average.

— The availability rate for all asset classes increased 10 bps quarter-over-quarter to 6.8%.
— The Class A availability rate decreased 120 bps to 6.3%

— Year-over-year, the average asking rent citywide for all asset classes increased by 12% to
$25.06 per sq. ft.

— Ten properties totaling nearly 5.6 million sq. ft. are under construction, and two properties
totaling 1.1 million sq. ft. were delivered this quarter.
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MARKET OVERVIEW

The NYC industrial market is in good health as leasing activity gained momentum in Q4 2022 and Class
A completions in 2023 are expected to contribute to even more robust leasing while exerting upward
pressure on average asking rents.

Leasing velocity, which includes new leases and renewals, jumped to 1.5 million sq. ft. in Q4, a quarter-
over-quarter increase of 106% and a year-over-year increase of 115%. Annual leasing velocity was 3.7
million sq. ft. in 2022, representing a 23% increase from 2021. The availability rate for all asset classes
increased 10 bps quarter-over-quarter to 6.8%, while the Class A availability rate decreased by 120 bps
to 6.3%. The average asking rent for all asset classes decreased by 1.7% quarter-over-quarter to $25.06
per sq. ft. and the average asking rent for Class A properties increased 1.1% quarter-over-quarter to
$29.92 per sq. ft. Ten properties totaling 5.6 million sq. ft. are under construction: nine Class A properties
totaling 5.6 million sq. ft. and one Class B property totaling 38,027 sq. ft.
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ECOHOHliC OVCFVi@W FIGURE 1: Q4 2022 Notable Lease Transactions

The Consumer Price Index has been decelerating due to improved supply chains, lower energy _

prices, and higher interest rates, however, fears persist that inflation remains embedded in the
labor market. Elevated volatility in the financial markets have reduced expectations of earnings
growth in 2023 and firms are looking to cut costs as consumer spending falls, resulting in a
rising level of layoffs.
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DB Schenker 83,127 182-22 150th Ave Queens Springfield Gardens

Standard Motor

Trade, Transportation, and Utilities, a sector which includes warehouse and logistics firms, saw Products. Inc 75,000 3718 Northern Blvd Queens Long Island City
employment fall to 90% of the pre-pandemic level, down from 92% at the end of Q3. The ’
manufacturing sector, another major user of industrial space, improved to 90% of the pre- ZeroSpace 48,000 337-351 Butler St Brooklyn Gowanus

pandemic level, up from 89% at the end of Q3.

. Source: CBRE Research, 2022.
NYC’s unemployment rate was 5.8% as of November 2022, above the pre-pandemic rate of 3.7%

and the current national unemployment rate of 3.7%. FIGURE 2: Leasing Velocity
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A total of 84 lease and renewal transactions totaling over 1.5 million sg. ft. were signed in Q4 2,500,000 l

2022, a quarter-over-quarter increase of 106% and a year-over-year increase of 115%. The Q4 2000.000

leasing velocity was 31% higher than the three-year quarterly average. DB Schenker, Standard ’ ’

Motor Products and Zerospace signed some of the largest leases that closed this quarter. 1,500,000 —_—
1,000,000

Brooklyn recorded 49 lease transactions totaling over 645,000 sq. ft., a quarter-over-quarter
increase of 88%. Leasing was concentrated in the Sunset Park/Greenwood, Navy Yard and 500,000
Greenpoint/Williamsburg submarkets.

Queens recorded 28 lease transactions totaling 460,000 sq. ft. Leasing was up by 294%
quarter-over-quarter. Leasing activity was most prominent in the Maspeth and Long Island City
submarkets. The market’s largest lease transaction was by DB Schenker which pre-leased
83,127 sq. ft. at 182-22 150th Ave in Springfield Gardens.
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The Bronx recorded four lease transactions totaling 380,000 sq. ft. in Q4 2022. The quarter’s FIGURE 3: Figure Name
leasing velocity was up 38% quarter-over-quarter. 12
Staten Island recorded three lease transactions totaling 44,052 sq. ft. in Q4 2022. This reflects a 10
611% increase quarter-over-quarter. 8 /\<
6
Availability and Absorption 4
2
Quarterly net absorption totaled 600,000 sq. ft. The availability rate for all asset classes 0
increased 10 bps quarter-over-quarter to 6.8%, a decrease of 50 bps since year end 2021. The N N N N N N N S
vacancy rate rose 30 bps quarter-over-quarter to 5.6% and annually by 130 bps. The Class A 8 & 8 8 I I I I
availability rate decreased by 120 bps quarter-over-quarter to 6.3% after two fully leased Class O 8 8 5 O 8 8 5
A properties completed construction totaling 1.1 million sq. ft. These newly delivered Class A
properties exert downward pressure on the availability rate by increasing the existing Class A = (QOverall Availability = ===Class A Availability
space in the market. Existing Class A space totaled 10 million sq. ft. by quarter close. Source: CBRE Research, 2022.
The Bronx availability rate rose 50 bps quarter-over-quarter to 9.3% after the market posted FIGURE 4: Average Asking Rents
over 160,000 sq. ft. of negative absorption. Zerega submarket had 114,875 sq. ft. of negative 35.00
absorption, the most of any Bronx submarket. ’
30.00
Queens saw 563,000 sq. ft. of absorption in Q4, due in large part to the completion of the new
Grand Logistics Center, a 770,000 sq. ft. multi-story distribution center that is leased to 25.00
Amazon . Despite this, the Queens availability rate rose 20 bps to 6.7%, as additions of listings 20.00
such as 18220 Liberty Ave in Jamaica and 4105-4109 21st in Long Island City added more space
to the market. Deliveries of fully leased properties, while boosting absorption, have a much 15.00
smaller effect on the overall availability rate than space coming on the market, therefore the
Queen’s availability rate rose modestly while net absorption was strongly positive. 10.00
5.00
The availability rate in Brooklyn remained constant quarter-over-quarter at 6.5% despite
210,000 sq. ft. of positive absorption. This was due to the delivery of 280 Richards Street, a fully 0.00
leased 311,796 sq. ft. building. The absorption and availability dynamics mentioned for the Bronx Brooklyn Queens Staten Island
Queens market apply to this instance as well. E Q12022 BQ2 2022 = Q32022 ®m Q4 2022

Source: CBRE Research, 2022.
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Average Asking Rent

The average asking rent for all asset classes declined slightly by 1.7% quarter-over-quarter to
$25.06 per sq. ft. but was up 12% year-over-year. The average asking rent for Class A properties
increased by 1.1% to $29.92 per sq. ft. and remained constant year-over-year.

The average asking rent in the Bronx decreased by 4.3% quarter-over-quarter. The average
asking rent in Brooklyn decreased by 4.7% quarter-over-quarter to $22.96 per sq. ft. Queens saw
a quarter-over-quarter decrease of 15% to $24.39 per sq. ft.

Construction and Development

Two properties completed construction in Q4 2022, the 770,000 sgq. ft. Grand Logistics Center
at 55-15 Grand Ave in Queens and the 311,796 sq. ft. building at 280 Richards Street in Brooklyn.
No properties broke ground in the fourth quarter, as the market pauses during the current
financial and economic uncertainties.

Ten properties totaling nearly 5.6 million sq. ft. were under construction in Q4: nine Class A
properties totaling 5.6 million sq. ft. and one Class B property of 38,027 sq. ft. The projects
under construction have a strong prelease rate of 67%. Asking rents for available space at these
projects range from $28 to $39 per sq. ft. Additionally, thirteen buildings totaling 3.4 million sq.
ft. are planned or proposed.

The Bronx has one property under construction totaling over 1.2 million sq. ft., Turnbridge’s
Bronx Logistics Center at 920-980 E 149th Street, located within the Port Morris submarket.
Four properties are under construction in Brooklyn totaling 2.2 million sq. ft., including the 1.3
million sq. ft. Sunset Industrial Park at 18 20th St. Queens has five properties under construction
totaling over 2.2 million sq. ft., the largest being the 900,000 sq. ft. warehouse at 2330 Borden
Ave. There are currently no new developments under construction in Staten Island.
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FIGURE 6: Figure Name

MARKET

Bronx 23,967,142 2,221,576 9.3 27.83 356.25 380,441 -162,914
Brooklyn 66,216,774 4,300,914 6.5 22.96 467.64 646,799 214,048
Queens 62,313,745 4,164,897 6.7 24.39 434.93 459,930 563,263
Staten Island 6,164,962 68,300 11 - 359.60 44,052 -8,852
Total 158,662,623 10,755,687 6.8 25.06 429.78 1,531,222 605,545

Source: CBRE Research, 2022.
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FIGURE 7: The Bronx FIGURE 8: Brooklyn FIGURE 9: Queens FIGURE 10: Staten Island
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© Copyright 2021. All rights reserved. This report has been prepared in good faith, based on CBRE's current anecdotal and evidence based views of the commercial real estate market. Although CBRE believes its views reflect market conditions on the date of this presentation, they are
subject to significant uncertainties and contingencies, many of which are beyond CBRE's control. In addition, many of CBRE's views are opinion and/or projections based on CBRE's subjective analyses of current market circumstances. Other firms may have different opinions, projections
and analyses, and actual market conditions in the future may cause CBRE's current views to later be incorrect. CBRE has no abligation to update its views herein if its opinions, projections, analyses or market circumstances later change.

Nothing in this report should be canstrued as an indicator of the future performance of CBRE's securities or of the performance of any other company's securities. You should not purchase or sell securities—of CBRE or any other company—based on the views herein. CBRE disclaims all
liability for securities purchased or sold based on information herein, and by viewing this report, you waive all claims against CBRE as well as against CBRE's affiliates, officers, directars, employees, agents, advisers and representatives arising out of the accuracy, completeness,
adequacy or your use of the information herein.
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