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Office Leasing

4.2 MSF
1Q21 Manhattan office 

leasing volume, down 43% 
year-over-year

21.6 MSF
Record high sublet vacant 

office space at 1Q21, which 
is 29% of total vacant office 

space in Manhattan

24/$150
Exceptionally high 

concessions seen in 1Q21 
for new 15-year deals (by 

high creditworthy tenants); 
24 months free rent/$150 

PSF in tenant improvement 
(TI) allowances

15.9%
1Q21 Manhattan overall 

vacancy rate, now at a new 
record high

*At Avison Young, we track 
office properties that are 20,000 

square feet and greater

Quick Stats

First Quarter Leasing Volume 
Suppressed; Vacancy Rates Remain 
on the Rise – Tenants Still Benefit
Over a year after the start of the COVID-19 
global pandemic, New York City’s total 
unemployment rate sits at a preliminary 
13.2 percent as of the last read for February 
2021. This figure is up from 4.1 percent for 
March 2020, but below the peak of 20.3 
percent reached in June of 2020 when 
689,000 jobs were lost. In response to the 
city’s slow recovery, office occupiers are 
changing their business plans and space 
requirements, resulting in a steady supply 
of new inventory, particularly an influx of 
sublease space.         

For the first quarter of 2021, Manhattan 
office leasing volume of 4.2 million square 
feet is down 43.0 percent year-over-year 
(and 47.0 percent below the five-year 
average). Overall leasing velocity was 
dragged down greatly by weak activity 
Downtown, which set a new record low 
since 2009 for volume at only 370,000 
square feet (ending down 77 percent year-

over-year and 78 percent below the five-
year average). Six large-block transactions 
in excess of 100,000 square feet in Midtown 
from finance and healthcare tenants helped 
bring leasing volume to 3.1 million square 
feet (but still down 35.0 percent year-over-
year and ending 37.0 percent below the 
five-year average). For Midtown South, the 
execution of significant new deals by food 
and beverage production/delivery tenants 
in Gramercy Park helped bring leasing 
volume to just over 674,000 square feet 
in that market (but still down 28.0 percent 
year-over-year and ending 38.0 percent 
below the five-year average).           

Vacancy and Pricing Remains 
Impacted by Competitive Sublease 
Product 
At the end of the first quarter, the new 
record high Manhattan overall office 
vacancy rate came in at 15.9 percent, up 
500 basis points from 10.9 percent a year 
ago (and up 170 basis points from 14.2 
percent from the prior quarter). High 
vacancy rates were reached in all three 
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major market segments in Midtown (15.5 percent), Midtown 
South (17.0 percent) and Downtown (15.9 percent). We 
attribute the overall increase not only to 52 million square 
feet of direct space on the market (the largest block being in 
excess of 880,000 square feet at 3 Times Square), but also to 
the availability of additional sublet space put on the market 
during the first quarter. Since March 1, 2020 there has been 
just over 10.2 million square feet of this space officially added, 
of which 2.5 million square feet was added in the first quarter 
of 2021. Adding this 2.5 million square feet to the market of 
19.1 million square feet of total sublet vacant space available 
at the end of the fourth quarter 2020, brings us to 21.6 million 
square feet of record high vacant sublet space available by 
the end of the first quarter (See our Markets by the Numbers 
chart). This 21.6 million square feet of sublet vacant space 
now represents 29.4 percent of total vacant space available.  
At this percentage level, we have seen the impact on direct 
average asking rents and downward pressure on overall 
pricing.       

Manhattan overall average asking rents ended the first 
quarter at $74.67 per square foot, down 10.1 percent year-
over-year from $83.07. When we compare the current 
average asking rents to where they were at the end of 1Q20 
(just after the start of COVID), the declines range from 2.0 to 

11.0 percent (compared to the range of 2.0 – 9.0 percent last 
quarter). Due to additional competitive lower-priced sublet 
space on the market, with possibly more to come, we can 
expect to see further decreases in average asking rents as 
well as continued increases in vacancy rates.  

Landlords Remain Aggressive With Concessions; 
Who is Benefiting?
At the onset of COVID-19 over a year ago and throughout 
2020, many landlords were holding rents steady and 
then ultimately “sweetening the deal” by way of increased 
concession packages. These incentives were mostly in the 
form of additional free rent (in the range of 5-12 months) 
with less movement on tenant improvement (TI) allowances 
(which averaged $110-$120 PSF for a 10-year deal). By the first 
quarter of 2021, for several 15-year deals that have recently 
closed, we have seen free rent as high as 24 months (for a 
new 120,000-square-foot private equity tenant at 55 East 
52nd Street) and TI as high as $150 per square foot (for a new 
27,000-square-foot investment management tenant at 425 
Park Avenue). This is evidence that in some cases concessions 
are still rising and term lengths are getting longer, especially 
for larger, high creditworthy tenants of Class A or Trophy 
product. Currently, the net effective rents (NERs) are lower by 
an average of 20.0 percent since the onset of COVID-19. For 
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Notable First Quarter Leasing by Market 1Q21
Midtown

Tenant Industry New Address Lease Type Submarket SF

The Blackstone 
Group, Inc. Financial Services 345 Park Avenue Renewal/Expansion Plaza District 720,000

Mt. Sinai’s Icahn 
School of Medicine  Health Services 787 Eleventh Avenue New Lease Times Square/ 

West Side 167,348

Houlihan Lokey Financial Services 245 Park Avenue New Lease Grand Central 148,232

Midtown South

Tenant Industry New Address Lease Type Submarket SF

Beam Suntory Food & Beverage 
Production 11 Madison Avenue New Lease Gramercy Park 99,556

Freshly Food & Beverage 
Production/Delivery 63 Madison Avenue New Lease Gramercy Park 92,306

Diller Scofidio & 
Renfro     Real Estate Services 601 West 26th Street New Lease Chelsea 21,716

Downtown Overall

Tenant Industry New Address Lease Type Submarket SF

Public Health  
Solutions Non-Profit 40 Worth Street Renewal Tribeca 26,998

IPC Systems Inc. TAMI 1 State Street Plaza Renewal Financial District 26,652

Sheeley LLP   Law Firm 100 Wall Street New Lease Financial District 19,645

Data as of 4/2/2021



the right tenant, we expect landlords 
of high-quality space to remain 
the most aggressive on concession 
packages while holding relatively firm 
on base rents.

Aside from the larger occupiers, there 
are many smaller tenants that are 
in the market also obtaining deals 
suitable for their bottom line. In terms 
of space preference, buildings with 
high quality pre-built offerings (be it 
sublet or direct) under 15,000 square 
feet remain highly sought after. For 
the first quarter of 2021, 91.0 percent 
of closed transactions were for space 
requirements under the 15,000 
square foot threshold. This is up from 
79.0 percent for the same period last 
year. Although an active part of the 

market, some of this smaller deal 
activity came with shorter terms, 
with lease expirations of five years or 
less. More times than not, landlords 
were still generous with concessions 
and other incentives in an effort to 
boost occupancy during this COVID-19 
environment.               

Getting NYC Back to Work 
The office will continue to play a 
vital role in all aspects of business 
and the workplace experience must 
be able to support interaction and 
collaboration for both the in-office 
and remote worker. That said, great 
emphasis will be placed on creating an 
“X Factor” workplace, one that attracts 
employees into the office, creating a 
safe and engaging experience for all 
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Manhattan Overall 1Q20 1Q21 % Change After Start 
of COVID (1Q20)

Overall Asking Rent $83.07 $74.67 -10%

Class A Asking Rent $88.54 $78.82 -11%

Class B Asking Rent $62.36 $60.44 -3%

Midtown 1Q20 1Q21 % Change After Start 
of COVID (1Q20)

Overall Asking Rent $90.29 $80.74 -11%

Class A Asking Rent $94.17 $84.61 -10%

Class B Asking Rent $59.56 $58.35 -2%

Midtown South 1Q20 1Q21 % Change After Start 
of COVID (1Q20)

Overall Asking Rent $81.07 $73.46 -9%

Class A Asking Rent $99.72 $91.10 -9%

Class B Asking Rent $68.75 $65.05 -5%

Downtown 1Q20 1Q21 % Change After Start 
of COVID (1Q20)

Overall Asking Rent $64.17 $58.26 -9%

Class A Asking Rent $66.17 $59.68 -10%

Class B Asking Rent $51.61 $49.43 -4%

Pre-COVID vs After the Start of COVID-19 Asking Rent Comparison  
as of 1Q2021

Market Data Points

Manhattan Overall
Indicator 1Q21 1Q20

Vacancy 15.9% 10.9%

Rent $74.67 $83.07 

Absorption (7,692,417) SF (4,237,396) SF 

Midtown Overall

Indicator 1Q21 1Q20

Vacancy 15.5% 11.0%

Rent $80.74 $90.29 

Absorption (3,755,387) SF (1,968,081) SF

Midtown South Overall

Indicator 1Q21 1Q20

Vacancy 17.0% 10.3%

Rent $73.46 $81.07 

Absorption (1,684,208) SF (1,359,967) SF

Downtown Overall

Indicator 1Q21 1Q20

Vacancy 15.9% 11.1%

Rent $58.26 $64.17 

Absorption (2,252,822) SF (909,348) SF

Data as of 4/1/2021
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employees. Whether office tenants 
make the decision to expand or 
contract their space requirements 
for the near-term, many will take a 
more long-term view and work with 
landlords and brokers to create the 
optimal solution at the building level 
(in some instances seeking the use of 
technology or upgraded amenities) to 
support all facets of their business.  

As of the end of March, 14.0 percent 
of employees in the New York metro 
area had returned to a physical 
office, according to Kastle Systems. 
In a move to boost occupancy and 
help employees feel comfortable 
returning to work, many of New York 
City’s landlords have begun to offer 
COVID-19 testing. Such landlords 

include RXR, Related Companies, 
Vornado Realty Trust and Boston 
Properties, Inc. In addition, Mayor 
de Blasio has set a date of May 3, for 
all 80,000 NYC municipal workers to 
return back to the office. Ultimately, 
through both testing and an increase 
in the number of those vaccinated 
against the COVID-19 virus, we expect 
to see a change in both company and 
employee psychology and a further 
ramp up of office space utilization.
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By the end of March, over 15.0 percent of people in New York 
City have been fully vaccinated and 14.0 percent of employees 
have returned to the office.  With vaccine eligibility opening 
up, we will soon learn whether or not the return to office 
percentage grows to 50.0+ percent by the end of the summer.  

Many closed transactions in 1Q21 represented those initially put 
on hold or carryover from negotiations that began pre-COVID.  
Will renewed re-engagement continue and foster a sustainable 
uptick in leasing activity?  

Expect properties with upgraded amenities, as well as a location 
within close proximity to a major transit hub (e.g. Grand Central) 
to also be highly preferred.

Watch for tenants with short-term lease signings of 1-3 years 
to become active in the market sooner than they normally 
would, especially the faster we move towards suppressing the 
coronavirus.
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Address Square Feet Submarket

3 Times Square 881,167  Times Square/West Side 

550 Madison Avenue 797,505 Plaza District

175 Water Street 647,964  Financial District 

919 Third Avenue 615,444 Plaza District

750 Third Avenue 531,952  Grand Central 

Largest Blocks of Contiguous Space Currently Available

Manhattan Overall

Market SF

Total Midtown 4,409,626

Total Midtown South 2,802,754

Total Downtown 3,065,359

Manhattan Total 10,277,739

Midtown

Market SF

Plaza District 743,985

Grand Central 1,051,144

Sixth Avenue/ 
Rockefeller Center 742,680

Penn Plaza/Garment 806,612

Times Square South 406,464

Hudson Yards 383,318

Times Square/West Side 275,423

Total Midtown 4,409,626

Midtown South

Market SF

Gramercy Park 587,337

Chelsea 1,715,399

SoHo/NoHo 153,789

Hudson Square 346,229

Total Midtown South 2,802,754

Downtown Overall

Market SF

City Hall 180,322

World Trade Center 914,018

Financial District 1,971,019

Total Downtown 3,065,359

Summary of Sublease Space After  
the Start of Covid-19 

Trends to Watch



Market by the Numbers
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Submarket Inventory 
(SF)

Direct Vacant  
(SF)

Sublet Vacant 
(SF)

1st Quarter 2021 
 Overall Vacancy 

Rate

1st Quarter 2021
 Net Absorption (SF)

Current Under 
Construction* (SF)

Overall Average 
Asking Rent Class A

Overall Average 
Asking Rent Class B

Midtown

Grand Central  69,942,819  9,177,504  2,579,975 16.8% (996,623) 0 $73.57 $58.17 

Penn Plaza/ 
Garment  21,509,803  1,791,969  1,707,821 16.3% (551,199) 0 $74.22 $58.01 

Hudson Yards/ 
Manhattan West  11,613,307  373,489  403,369 6.7% (125,328) 9,719,950 $118.81 $34.25 

Plaza District  71,535,230  9,992,981  2,381,512 17.3% (1,469,170) 1,871,767 $97.59 $62.86 

Sixth Avenue/ 
Rockefeller Center  50,364,114  4,721,191  1,497,187 12.3% (440,972) 0 $81.87 $65.49 

Times Square 
South  24,436,019  3,178,718  1,560,429 19.4% (269,122) 0 $67.76 $57.14 

Times Square/
West Side  37,017,023  3,435,948  1,733,387 14.0% 97,027 0 $76.64 $60.58 

Total  286,418,315  32,671,800  11,863,680 15.5% (3,755,387) 11,591,717 $84.61 $58.35

Midtown South

Chelsea  23,843,786  3,159,265  1,360,052 19.0% (895,561) 1,171,167 $102.84 $65.73 

Hudson Square  14,600,547  1,115,398  995,228 14.5% (230,698) 2,500,000 $83.10 $65.13 

Gramercy Park  31,585,367  3,354,932  1,546,217 15.5% (385,673) 0 $82.16 $61.90 

NoHo/SoHo  9,672,667  1,616,919  368,609 20.5% (172,276) 0 $106.77 $71.67 

Total  79,702,367  9,246,514  4,270,106 17.0% (1,684,208) 3,671,167 $91.10 $65.05

Downtown

TriBeCa  3,600,632  184,575  93,713 7.7% (81,254) 0 $151.24** $43.95 

City Hall  9,327,251  705,310  181,930 9.5% 312,594 0 $59.50 $61.56 

Financial District  63,568,400  7,104,731  3,708,987 17.0% (2,249,654) 0 $53.68 $48.71 

World Trade 
Center  22,064,287  2,095,995  1,554,859 16.5% (234,508) 0 $69.89 $0.00 

Total  98,560,570  10,090,611  5,539,489 15.9% (2,252,822) 0 $59.68 $49.43

Manhattan  
Overall Total  464,681,252  52,008,925  21,673,275 15.9% (7,692,417) 15,262,884 $78.82 $60.44

Data as of 4/1/2021
* Excludes 2.7 MSF coming online within the next 12 months
** Includes 15 Laight Street, which has an average asking rent of $160.00 PSF
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