
From: Larson, Douglas [/O=NEWMARKRE/OU=EXCHANGE ADMINISTRATIVE GROUP 
(FYDIBOHF23SPDLT)/CN=RECIPIENTS/CN=LARSON, DOUGLAS4DC] 

Sent: 10/7/2017 1:09:53 AM 
To: Larson, Douglas [douglas.larson@ngkf.com] 
Subject: 3rd Quarter 2017 Market Information 
Attachments: Market Report - Manhattan.pdf; Office Market Overview.pdf; Office Sales-Downtown.pdf; Office Sales-Midtown.pdf; 

Hudson Yards Leasing.pdf; Large Blocks Analysis.pdf; Tenants in the Market.pdf; Tech & Media Trends.pdf; Global 
Cities Report.pdf 

Attached, please find the current market information which I thought you would find interesting. 

Thanks, Doug 

Douglas H. Larson 
Executive Vice President, Valuation & Advisory 

Newmark Knight Frank 
125 Park Avenue 
New York, NY 10017 

T 212.372.2193 
C 917.365.0054 
douclas.larsonc ngkf.com 

Save, Tree . Thin efore Yo € Fr nt. C€ st €neh y Newmerk r h Kn ht prank. 
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GLOBAL CITIES 
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Delherhig qualith' and hatching the trends is a pn hen stmt gy in real estate. %Fe to Ik at Ibtw'to achietr this. 

The real estate business is all about planning for the future. 

An occupier most judge their orgenisatlon s business space 

requirements lot years ahead. Property Investors must balance 

thedesire to get in on the rrcvt big trend, against the lial, ufheing 

wrong-footed by a future dowm nrn. 

Yet. preparing for the fnrnrc is difficult Ins world where the 

surprlsirlgrouttoelyochres. i,lhcv uccspiers ae happy toiNdlblaze 

new districts thascnpandingwha constitutes'the rose' •while 

cowoekbtg isa risin&tikle. Pkxibilky isa popular word,used in many 

different contexts. Vehlclesamataningtodrive themaelvea,wink 

e•commerce is flourishing, placinglogletksand retall propent• in 

the midssofarevolution.Investorsare lookingat new martel.and 

di rerent property sectors in theseatch for higher returns 
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WILl1AM 9EAR0M0 OE-GRAY 

tiu00 JI (:boar 0,..P.rt a Consalarcy. NMW't nook 

In such a disrupted world, what continuous trends can we 

identify ro Inform decision molting? 

A recurring message is that best In class continues to out 

perform, both in the occupier and investment markets. The 

challenge is to keep abreast of what conuit hies t he best. which 

morphs according to 'he needs of occupiers and where we are 

in the investment cycle. 

'IhisycRr GlobalCitksrcpon iso r:mprchenoivostudyofchc 

current delimit ion of heat in class in real estate. Throughout the 

report you will hear directly from our experts in the 40 Global 

Cities how this applies In their markets. We hope It provides you 

with the necessary factsand insights to inform your future real 

.state decisions. 
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GLOBAL CITIES 

I THE SUPER CITIES 
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GLOBAL CITIES 

RI.ECTHICAI.I Y CHAR(;EI) 

lilon Musk, the tech vlslonan5 
talks about thefutureofdriving, 

solarpowcr, and tunrteiiing. 

4 SEEPAGESIO-13 

5,. 

ti 
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PARADISE CITY TAKING ON TEl C WORLD 

Ifyou built the idea/city, 
l Irefwrthphum nfglnl ofitarlonJbr 
rite.orpuruteorrnpierisfuruteden 

what e w frtm the mn, tiun onr 1. r,$,li,r' 
Global Cities would it comPhte'f 

SEE PAGES 38-40 

SEEPAGESIG-19

WE BUILT THIS CITY 

11wgap between work and hone is 

narrowing, as nixed•usedevclopnent 
reshapes lire city can I er. 

' SEEPAGES20-23 

_ l~ EDITOR'S CHOICE 
4 

EDITOR'S CHOICE 

C.API'1'ALCI'I'IES 

At investors lookJurlherafteidjorhigher 

retrrrns. atteatiun is shif ring lowardt the 

Momentum Cities, 

5!! P S 28-30 
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GLOBAL CITIES 

THE 

SUPER 
CITIES 
A out !if art Illinois 6citury 

over eighty years ago creased a bitteprinl for the'hlst 

century G khbal City. The lhS:eits i it real e9lale an huge. 

LAMES ROBERTS 

Chiel Econo•nist & Editor of Global Cities 

Knight hank 

T
his year's Global Cities report looks at what 

comtitutesbevlin c!assacrossallaspedsol'property: 

encompassing building design. occupier r rends, 

place making. invesunent strategy, and mixed uses. 
Now: arm, success in real estate isoften achieved by hcingon the 

ground where economic growth is strong, raising theyuuewwn: 

what does a best In class city economy look like? 

Tile answer is increasingly about havingthecuiture,diversity, 

life tyk, and opportunities necessary to draw talented people. 

Whileemployetscan provides micro-location - I he workplace-

wherethesefacrmsare brought together, they mast similarly exLsr 

at scaly level togetrerate the critical maw ofskliled and aemive 

people that arc necessary to feel groat h for successful firms. 

To find out how this isachieved at a city level. we need to look 

at a study which occurred In an American telephone factory. 

THE HAWTHORN! EFFECT 

Between 1924 and 1933. researchers frorn Hai yard University 

ran tests on workers at the Hawthorne Works near Chicago. 

which toade telephony equipment. to establish how changes 

in the workplace environment impacted productivity. In one 

part of the factory brighter light. were installed, in anotnrr 

they remained the same. The researchers expected to observe 

higherworker productivity in thebetter Ile mra.To theiraurprise, 

productivity Increased in both the rest areas. 

car: x^ ra.-e.tw.fl awranrcn vacs_a race lax, t:55 to teens 

A Brand roornwaathettestabUeltedwheredlflhren, assepm pens 

oft he wmkpLxeweee changed. Vet .every variation faro, sit. al eur 

higher productivity than when workers were on the factory floor. 

When they left the test room, retaining to theordinary assembly 

tins, the workers' productivity gradually receded again.'I'hc 

experimentswerethasr followed ap by imerviewswhh the workers 

involved,which revealed r hat heingintherest room with Univesshy 

academkssitowirytarr iraervst inthelrworkmadetlreru feelspecial. 

but also eonurlausof being observed. 

Moreover, life intrrvirovrremed to havethrgreatesr intpxt on 

prrdnct lvity, aarheworke•creveoled insighrsev how t hey thought 

the factory vuld Inc— rtlivieny.Theacademiaalw began to 

Jedacc Char. the• workers had their own informs) groups oreliques 

that werennretstedrorheteamsthehrm hadassig ecitbumto.The 

approval oftheh feilowcligne memlrenwcstwuhghly primed fm 

I lawthorne workers than that of their bosses. 

1'hix phenomenon of wake rs creme ing more productive when 

they ale made re f •el s;recial : rot udder thespotlight is known as 

the I Later ho-ne i:ffecr. 

WORKERS ON STAGE' 

Ilawthorneshowed workers anenwre productivowhen they are 

'onstage in frontofan audience. Wnntingro impresstttehoss is 

partol'theelTect, butso is the scnseofek •ation that comes l'roro 

beings focus of attention. Nor toil always the 1—that workers 

want roexeel In flour of- the opinionsoftheir Informal network 

arc import ant. Also, beiogmoved inroa special environment ('he 

rest room in Hawthorne s case) provides a novelty boost, and 

encou mgiog open discussion delivers fu rt her p rod its iv kv gains. 

'the modem workplace reflects the tindingt. of the Hawthorne 

experiments. The move from cellular to open plan offices placed 

workencauresragei Infullviewofrhehin mmalgtoupnndrlteboss. 

Activity-based wcrking.with nto:r tibleacp work areas and fewer 

upright panels to hide behind. havenharrced theeRect. peppceing 

the oAlee with break our areas, cafes aril butTels, has ramped up 

c,mmnricnl on, and allowed the informal networks ro thrive. 

The :u tc fir pts to make t he work place special have dazzled. Yoga 

,stem+x sect runningtmckson the roof for tech Arm oiccsare rite 

esrremec n hat rgrabthe headlines. Yer, towerotEteawil h panoram Ic 

vIews. or rdocnr ing from n non-descript business park to a trendy 

downwwn iced ion. are aloe yxhr-efthedriveromaim the workplace 

fn-f sixci r 

THE HAWTHORNE CITY 

Nowever, on average nearly 20%of our worktngdav it a tidally 

.poor away from the dal amordingto I.oughhorough University, 

acid 8.1%of um twat week is the flue rime outside of work. With 

se mach of met lives occurring outside of the omce, robe truly 

globally:ornpetitive, the Hawthorne EUectn edstostretchatrow 

I hadty as a•+•hak. 

SUPER CII IES 

f̀l

A city has to Inspire and 
contain as much wow-factor 
as a boogie office, if it hopes 
to draw firms of that calibre. 

Achy hasto inspire and eonuin as anueh arrow factor w cGooglc 

office, !fit bopestodraw lams ofthat calibre. It mug beintegrmed 

Inwtheinformalnetwonl.sthat thrivcintoday.Globalckka tech 

getter, fondles, I.M. cult lire vuhnres. awl t he cuff beer crowd. 

;. city most now provide the ambitious with a stage they want to 

succeed on, os for some people i mprewhtg the it bohem ian friends 

in the cool part of town is more important than pleasingany boss. 

Thecltiestbat genuinely:chicvcthismethos, in the front rank 

of the Global Ch lea: local ions that cannot are losing businesses. 

lobsand htveument to plocesthat east. Fairlleld. Connecticut, last 

yoartwa GE's hesdquartersto Boston. with iu Ihmoununitemitics 

amt innmat ioncuture. Despite. hr uncernairmyof ONait.Snspitt 

aheownel ofsnapChat? chose London for is firs European office, 

evert though ahosl of ocher cities could olrerguarantved access to 

the European Union marker. 
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GLOBAL CITIES 

FLEXIBLE OFRCS MARKETS 

'Phis drive towards Informal networks, and a fluid Mroincss 
and cultural environment, isitting reflected in the rise of new 

diatrictsand different offce formats. From London's Scuihbank 
to Silicon Beach in Lou Angeles. alternative Central Business 
Distri sa (CBDs)arethriving. asthey combhceworkand lifestyle, 
but in a different cultural environment. Firms now move to 
where they can obtain tha right final its office in a ktca I telling 

that appeals to staff, rather than hugging the traditional hubs 

of their industry. 

Similarly, the cow•orking office provides a platform for 

informal networking among entrepreneurs. This is the real 
estate manifestation of; he'gigecosomy, whereby more people 
work on a freelance basis, ills world of fluid teams that come 
togcrher on a project by-project basis. 

WeWerk Is now approaching 190 centres in 12 countries. while 
Blackstone isacquiringThe OfficeGroup. a flex this offices firm 

in the UK. demonstrating that coworking apace is becom i;tg 
an established feat ore of the real estate landscape. Thave are 
even exampiex or financial and professional firms setting up 
incubators or accelerators, toner as a bridge between their own 
businesses and the new wave of start-ups. 

TECH REVOLUTION 
Unquestionably today.theckleawho arcauwessfully Achieving 

this urban Hawthorne BlYect arethosear the forefrontofthetech 

and creative revolution, which Is demonstrated by economic 
growth. Shtce2007,:heGDPof Berlin. with its t hriviegtechnolobv 
scene, has expanded by 19.0%, whereas in finance-oriented 
Franktuttoutputgrewbyjust s9%,aceerdbcgro0xlbtd Economics. 

ry tenchitv(S,Pin 2a1R - I1i4 hillienr 

Se.ace Orb it _^cro:t'k.i 

Similarly, in the US we see tech and kAD oriented ck ies likeSos 
Franclaco (17.6% GDP growth since 2007' and Boston (15.2%i 
outperform ing local ions like Chicago 16.2%) and Miami (6.6%). 

However, note the level ofgrowth seen since 2007 in cities like 
London (21.2%) and New York City 111.5%). Both were finance. 
led cities hack Ilk 2007, wilds successfully re-weighted towards 
technology and creative iralunries in the laadecade.'1 hisarguably: 

nrakesudaprahility agreaterla.rengi h than a large tech exposure. 
If the rechnology sector moves into a downturn we will find out 

whcd.er Berlin can quickly reposkian iteell'towardsthe next rising 
induxtry.':'o a property investor London and New York City offer 
thexecurity of having proved themselves capableofreinvention. 

In ahis regard China's larger dl lea me d splayingeneouragiag 
signs. Shanghai, which back in. 2007 was thought of as a 
manufacturing dry, is growing fast as a tech centre. '1 he top 
ten ranking orglohal Internet fin. ms based on revenue contains 
three Chinese firms- Shenzhen's social media giant Tencenl• 
online retailerAIibalaofllangzhou, and Baldu. asearsh engine 
from Bciiing. 

1`J 

The top ten ranking 
of global internet 
firms based on 
revenue contains 
three Chinese firms. 

Ibis  demonsU ales that some of China's lead ing cities are 
cv(.Iviagaway fromexpoithtgcheapmanufacicres. and moving 
upthevaluecbain. This will locus attention upon India, where 
the rate of t:l)l growth is forecast by the IMF to outpace that 
of China. and whether it can build on the success of Bengaluru 
and develop more tech clusters. 

MAINTAINING GLOBAL STATUS 

I lwcmetgitigpick wee h ofaworld that embracestheliawthomc 
Fffeci workplace. wh ich is open. inspirIng.d (verse. and a forum 
for ideas and opinions. The Global City has to be the same, in 
order ul Iced industry with the right staff fat a crcatise.driver, 

economy. However, many elliea indevelopecl economies now face 
populist pressure to step back from giobolisation, sad accept 
fewer migrant workers. Some cities in developing nations face 
thechallengeof lniroducingfrecdoma in lifestyleand cxprexxion 
that have previously Wen curtailed. 

The sanctuary cities in the LISA and Canada. which have 
refused to enforce some federal immigration controls, may 
offer an example of how cities can defend themselves against 
change imposed from outside. This couId offer an advantage to 
thou Gilles wh lch havesomedegree of poUtical independence. 

Thebest hrciassolobaiCily Isadivemeatrd vinrant placetowork 
and lire. Maintainitrgtbe,xyualiti icihebglehallengc for 2016. 

SUPER CITIES 

l 

Ml 

ALEXANDER ISAnoy: PAUL 

Senior Mano9°"y Direrloc, 

Nallonal Market Research, 
Newmetk Knight Frank 
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bens Sac ru9°y its bwua$uo.sa sci waysysann out 

Sn nun alaanr rm m W eopnnxn Rom nn oaw party's 

Mxlnvr W,k.inCvna-nss A--^m•Adbeueondnlene 

ar•eeling - thepresa:ent •a•-,iced en additional 

US$o4 blll,n m hnhudnn peupowl corcourad win 
naa,ou 'Fadmelaueay-eattns0me loo elan 

M°n and kere yarn ngn eoneemrC°ons m defense 

ccnr cclpaoersgewNintlntOts., flaS sa.l1-1. 

onaoefed cuts ta Gumlpndr v seerpxg e'sanhre u 

coed offset much or mar s,oact. 

Mere broadly. :hide have heel ee10e'.1 ! ,ace rse 
elecbnrsllnaruwµraAoe sw xue+:le5a;Yp'Yri 

cpMtseMegn .-iv.W's 1,a,IiraJ.$ ald10a51i5500I 

DCaranpbrgersak•aveosbrcnpnai Mrwuvar,rho 

rdedvesreo gtnc'rhe Aram-r reeseK Icnnxaxed 

edit nlnma rvdunr, Ind 9'nho vnr avply xngi 10-eMn 

ah.W angl; x -:as Ibwur9 vdo 0 S. motes-e W--asap 

dad cc rite urson'e cafatel. 

rR L , 

FR -RI

b4~t 

,s 

it 

c.t..w•e^tt s a 
ute°°atw~y~~a. 

th. 14W.V.—r. war T;wnW I'a. 
s:a lest anwv:r.11y° , y nwa 

CONFIDENTIAL NEWMARK0000194 

PX-3182, page 7 of 84



GLOBAL CITIES 

E L E CT R I CA L LY 
CHARGED 
The'realactrftswide r, Elfin Musk,nn re,niutinnictn;j the road. 

GILES WHITTELL 

Author end loornelisl 

L
sat October, Testa Motets poised a video 

on YouTnbe consisting of about three 

minutesof undeniably compellingdash-

cam footage. It shown the view bent the 

forwartl-lookingcamera eta Testa Model X saloon 

driving itself to work. The soundtrack Is Pat.: It 

flack by The Eollingsrones. 

'then Isa person In thcdrivcr'o scat. bm honorer 

rouchesr he wheel, be just taps his fingers along to 

the musk. Afters coupleof minuleson Californio s 

Highway 280 the car takes art aG-tamp, heads Into 

the hillaand atopaoursidc'I'esla'shcadyuatten..'I he 

'dr ivet' gels out, leaving the car to find a Fmtk tog 

space and back In,  It. 

Pull disclosure: I have taken that o1T•ramp, 

lutrkcd in that car park and utra rosin's mercurial 

cofounder, Eton Musk. For readers new to the 

Mttsk phcnometron, he is the South African born 

co•founderof PavPal. who inspired the Tone Stark 

character in the Iron Man films, and is Chairman 

and CEO of elect rk ear firm, Testa Inc. 

ON A MISSION 

Mrck is sea mission ro rebuild the furore. 

He appeared as if from nowhere ut site open plan 

desk he uses when it Testa. wearing a blue polo 

shirt and an canrest I

—

that heotten usesroavoid 

appearingarrogant. Instead ofsmall talk M1cotTercd 

an opening riff on batter, power out pm and drag 

coefficients. We moved swiftly on to capacitors. 

rodatsand strip he orrce, tookto Moscow In search 

of !ntcrctmtineetst missile casings 

He kepi relurningro what unifies his work -

the need fora wholesale switch to clean energy. 

'We're talking about changing what will probably 

be two billion cam,' he said.' We know we have to 

move away from ell because it's a finite resource. 

It almost seems like the behaviou r of a three veal 

o1,1 not to as soon.' 

I hatwaaonthceveofthelaunch oftheTedaM<xkl 

S. and Musk has tot let up since, fie confounded 

doubters again with the world's first all-elen tic 

SV V. which can our-accelemreaDuggati Veyron. lie 

has made colowal bets on carvcharging net works, 

reuseble rockets that can deliver satellites to orbit 

then land backwmdson batges Goaringhundreds of 

milesofTshore. roeftopsolar power, elect vie lorries, 

lithium-ion batterics and driverless technology. 

When Imet him, he was upbeat. V. actually very 

confident shot it will workout." hesaid. Asever. he 

was able to draw streogdr by thinking bigger and 

over a longer timeaeale than sevoncel. e. On being 

asked whet bet he was attempting to change the 

buying and refuelling habits of an entire culture. 

he replied:'OI'conrse tea are. Absolutely. We used 

to (cod horse:, didn't we?' 
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GLOBAL CITIES 

Forties pals his net worth above US$15 hiI!ion 

'resla's market cap regularly mceedsthat ofueneral 

Motoes.That ishowhe haseameda hearingwherevee 

he opens his mouth. 

Musk told investors recently he 'could be 

completely delusional'. but even when he talks 

shout one day colonising Mars or digging tunnels 

s-,deeeenth l.A-sskedoesfrom rlmetorime- becan 

carry people with him. The prevaUing view, which 
Well Street broadly shares, is that If part of h ire is 

mad It ixonly asmall part; the marbling in thesteak. 

whateverelse he is, Musk isan eagineet hrggenius 

and asocial visionary who isalready changingthe 

way we live and the places we call hone. 

GOALS AND PREDICTIONS 

Bloomberg Hssincsswock has a blog devoted 

exclusively totracking Muxk'sgoalsand predictions 

astheyareannounced and;ichloved,ordelayed. it 

Iiws47otihemunderTeesls alone, inrludingforeensrs 

that lall'ot all US vehicles will be driverless by 

2027, and ;hat the first hands-free Journey across 

America will be made this year. 

Musk's suppottels have lenined that lie should 

not necessarily he taken literally. The point is not 

whether he will build a vacuum tube to shuttle 

Ewe NUKE r os-w rs Kit' 

e>ev<asosa vas.wet> 

people between cities by a given date. The point is 

that he has popularised the 'Hyperleop concept. 

given it a name and challenged other, to make 

it real, which they may do. Coming from anyone 

else, the idea of travelling at 700 miles an bout in 

an underground tube would have been dismissed 

out of hand. Coming from Musk, the Flyperloop 

concept has been sel .ed on by eegineerswho won' 

to emulate his chutzpah. 

In the cngineeringunderTcala care aluminium 

skins, Musk has made myriad innovations but 

sought few patents. His goal is critical mass for 

electrification - and we will get there, he Insists. 

without the need for human drivers. 

FULLY AUTOMATED 

Driverlex uses were not M.W. first obxcesioti 

andhewasnotflrstontheteenc thatwssGooglc 

- but asot2017 Autonomous Vehicles (AVs) ate the 

portalto hisview ofthe future. Thraugh iha: portal 

lies a world where cit ies are deaii and q u let because 

personal transport its cicetric. Time in traffic is 

no longer wasietl because yott can work for sleep. 

within 'shoal two yenta', he says) as your roll. The 

smokestacks that used to rise over power stations 

will be history, replaced by billions of photovoltaic 

ceUsditguieed as roof tiles, drip-leediryt elecveicity 

into wall mounted 'batteries that power not just 

.our house and car, but t he grid. 

Al a recent TED Talk, Musk, was asked if he 

truly believed the part about ending traffic jams. 

Irid AV technology really mean commuters would 

get dropped off at work, then rent out their cars to 

others lorthe middleoftheday likedrivedessljbers? 

-Absolutely thisiswhatwWhappen, hesald. 'There 

-cill lea shared autonomy fleet whemyou buy yottr 

carand you can choose to use ilexclusively lorl you 

could choose to bevel! be used only by frietidsand 

iamily.!orl only by otherdrivers who are rated five 

star. You can choose to share it sometimes, but not 

other times. That's 10096 ishut will occur. [I's just 

a question of when.'The prediction is ate by a 

ripple 0! applause. 

In the places where he works people hangon his 

every word, and work 100-hoot week, to meet his 

rargers. In the outside world he has h Is seepr icel 

critics for sure, but what no one disputes is the 

likely impact ofdrivetleaecarsgoncrally. 

In Singapore. where xelt drieing Iaxia were 

launched lase year, a research project led by MIT's 

Professor Carlo Ratti estimates that the city's 

'mobility demand' could be met by 30% of the 

vehicles now on its roads once they ditch their 

dr ivets. The number falls to 20% it pacacngers are 

willing to vhare vehicle.. 

This ha hugemangrnh hough whet herb happens 

depends on people's read i nos u w atut rdon prlvme cat 

osenersh ip in favour ofasubseription model. Musk's 

strategy istobeready either way. Flisambition i to 

rlptheenrireglohnlnntolndustrytow rdsbauerles, 

and be the market leader as two billion patrol 

and diesel cars are replaced by electric ones. For 

this to happen his latest model, the U5525.000 

Model 3, needs to be s mega seller, 

RE-IMAGINING LA 

In I A. planners ire relmagining whole swathes 

of tlteeity on the assumption that. thanks ro ride-

shating and driverless cars using roads more 

efficiently, six-lane boulevards can eventually he 

Luraed into multi-purpose rihlwns ofrelaxaiion. If 

current rhle-sharingtrendscontinue, theshareof 

urban American road space taken upby carscould 
drgtlry onecstimate from tw%to 2t1%in a Rsv yuvttt. 

We know we have to move 
away from oil because it's 
a finite resource. It almost 
seems like the behaviour 
of a three year old not to 
act soon. 

His latest scheme is a network of car tunnels 

under I.A. Musk announced his plates with the 

tweet: 'Am going to build a tunnel boringmachine 

and just at art digging'.  So he loss - a giant I tench 

and the beginnings eta tunnel on Mtn he owns 

next to the SpaceX headquarters in LA. lie has 
been photographed there with the mayor of the 

local municip lity. and has teased t be web wit h an 

aninrat ton of ears zippingthrough mmnelsat t hies 

times the speed limit on electric'skmes'. 

Essentially Musk'searccrsince Payltal hasbcen 

defmcd ben two-stage master plan. Surge one was 

about electric cars. Sorge two is about enabling 

them to drive themselves and Iuicing them with 

solar power. Depending how things turn out sett 

the next lea years he could really and up being 
thought etas the Sun King. Even If he reran out 

sobs  closer to Icarus, given what be has aclieved 

already he probably would na mind. 

SUPER CITIES 
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THE  M'iarltet experts on the gn undaddressthebigryurngV o
GteIngLondonMaths,inn,SatFrancisc'x andTTnitgKoti . 

Rtu1JI 
Park Avenue had long represented the center of 

Manhattan's office market, but a seismic western shift 
of capital has pushed the city's core closer to the Hudson. 

1/ LONDON 2/ MANHATTAN 

SUPER CITIES 

3/SAN  FRANCISCO 4 /HONG KONG 

Titoondoneconomyhosperformed 'I hompiddevelopment of,,lastenof Techgrowthhasprofoundlyafected TheriseofHongKongontheglobal 

better than. anyone would have otheehulMhtlpwhhinadedicatedarea both supply mid rent levels. yet tech Investment stage was driven by the 

expected in theaftermath ofthevac is not new to Manhattar. R happened represents only 35% of the market. need for Chinese firma to expand. 

to leave the Eliin June 2016. Firms inP.w'krfelkrCeoter,TimesSqusrean ramd Tradtionalte swhh10yearleaaes diversity andaeekgreatervalue.Hong 

likeApple, Deutsche Bank.andWelIs them igbssl World FinancialCenter.to rolling In 2017 have net negative 6.J Konghasevolved inthe last tenyean

IJAj

Fargo have committed to new lIQs in Mlle just a low locations. Lech new million sq R otspaee to choose from from an en wtrepbr in a fullyfledged 

I.ondon,AmaeonandFacehookarebeth cluster has pushed the boundaries now.'fhivisbecauxethespacehaahcen international financialcentre forthe 

recruilhythere,anounemployment is ofManhattsn'aollice market further leased by new tech companies ilia, region. This has enabled Chinese 
at its lowest level for over 40 yenta. wea.Fork.AveoueMd longrepresnnted were not in existence ten yenn ago. firms tonisecaphal hereand launch 

.Aa . I 
L, 

Overseas firms have seized on the thecemeroftheatatkn. butateestern New development -over 5.3 million their bids unimpeded by the capital 

! 
T fall in oalueforthe pound.oinvext In shift of capital has iw.hod the sit y's sy Cl of dolivc ivs in the past Jceode, outflow restrictions .hat apply on 

Londonat adiveount. coreclosertotheHu.son. and another64 millionsq 0 coming the mainlnnt. 

,St o Thtcehsbatr, hugavarhttloninUx The addition of lB million sq t to in the next three years- should help Hong Kong is also helped by Its 
apt - reactionto Urexitbevweentechnology the West Side. Including 7.1 million easetheerunch. However. morethan excellent connectivity within Asia 

" "' it., industries and the financial Sector. sq It leaved or sold. hasresulted in a halfofthespace underway isalready Pacific. In addition, its sophisticated 

Most tech firms quicklyshrugged off slgtdfwant number ofemployeea from pre-lealad,aothe Impactofadditional kpdsystem,high marketttanspatenty 

t Brexh std te:urnedtoezp'Indiagagain large, highly successful companies space will be limited. and accumulated financialexpertlae 

• t l Bfs7l11y Y3- soontsar lea June20to telereadmn. migrating to an arearhat has never Tenanssaaealao lacintg aakh ve igrases ha enabled the city to stand e 4Yor1d 
)) ~  

~ 

'I' 

w 

hefinancialxectorremainxeautioux been so populated. the notion that tMn aredouM1lowhmthey sate l0 }care out from other business centres on 

due coucerusovet whether some global financial institution ms, edia :Igo. Asatesnhw,e .tMiduedtetmma ms r tine ainland. 

' ~ operations may have to relocate to eonglomeratesandpromineminwfltmc findingwnystndownsizenndtlecome Noreurprisngly. thecity bah been 

cities m the EU. would anchorbuddmgc along Teuth moreelhasnt. whetherbydensifyheg attracting strongoccopier demand 
I 

, 
I • I behave the GU will be reluctant and Eleventh Avcnnev in Midtown oeculwtncy, vl ihucatingandsending from mnhdxntlfr. mxvyinggtwylowpt 

roseethellowofeapital(torn London wanbeyond f t-feichedjustainevear. trannfennblebtbsto nearbyseeondary in the Hong  Kong financial market. 

c ' '• . ,. . '  J. to Europecnfirmsdlsmpted by bank ago. New And fully amenitixed assets makes like Oakland. Nearly all the new lenses in QI 2017 

• v , lilt, IRK, 
x 

l ' I relocations - which would also havegnbtedtmaiondespiteless-than- Renewals are anothercoot-saving wereby mainland firma. 

• 
I 

push up the cost of nixing finance. favorabiclocations. Changes in market option, and tenants often opt to Hang Kongtseolvingtooaxwecan 

I see financial market Access being dvnmuieshonealtnedthecotnmeteial exchc:age Improvement packages ft's ueefroutthedeveiopmvutofnaxCBDs 

maintained inrhelong-term. landscape, providingopportnnities reductions in rem, and nor' transport links. 

t. et tS lawtenants in more diverse locations. 
uilHI"ItIUJIkl,,-F I-

MMES ROBERTS tONATiAN MAZUR ANDREA ARATA 0601011 
a V, , n -.,aS • • Ctde,t F.conemwt Snno MAetene Steele' Ran FRnehco 0)I-oeioa a' gnus•:', Head of RosMXch a C ',s,t-IMcy 

.. i  . '. " l Itn.gty l sxs Na1AM1)I Resea, st Nowfna,k K oVt 1-,znk rlswmarlt K'tan: F,ana KntgM Fmnk Groola Cn,ne 
1i.. -10i4 " .. , 
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SEOUL'S SMART CITY TECHNOLOGY 

South bores is argcably the wallet $ most techooiogically 

advanced nation, so it is no surprise its capital leads In smart 

city technology. The routes for night buses were influenced by 

anslysingsmarL phone dataon where late night calls wen made. 

lathe newly buill Songdo smart city. neat Seoul airport. where 

are no rubbish binsor garbage collections - litter is sucked into 

an underground disposal system, whom it is either recycled or 

but nl as fuel. 

Parents can Ilse Songdo's CCTV network to watch their 

children playingoutdoms, while sensors in cat parkingapaces 

infortn resident,, that at spouse has at rived home. ittelgy use 

per person in Songdo is 40% less than in urban dial rids of 

comparable site. 

DENVER'S LIFESTYLE 

Denver is proof that not all city dwellers are afraid or 

Ike great outdoors. From the city's downtown the Rocky 

Mountains are visible in the distance; and this tea big 

part of its appeal and success. More people want to work in cities 

that match i heir lifea yle. In Denver's case, it draw, those who 

war•.r a life that Is more outdoorsy. less frenetic, and laid-back. 

AttheforefrontofcurerntrendsistheLoDodbxtkpa nstlhlg 
trendy area, known for its ndghAife, which in turn has dta:vo 

emotive ftrmsvnkingoffirea. Up to2007. LoDowaaa elawtk'old 

warehouses into Uendy offices and apartments' regeneration 

story. Yet, new office developments in the bast decade and the 

digital revolution have pulled 1.000 centre stage in Denver's 

downtown market, and demand is driving development In 

adjacent emerging neighbourhoods. This marches the global 

trend of work and lifestyle beroming laterwoven In today's 

urban economy. 

SINGAPORE'S CITY IN A GARDEN 

In the 1960$. Singapore's, isienary leader, lee Kuan Yew, 

act out to develop a "harden City', introducing an annual tree 

planlingdav, encouragingconservat ion, and developing parks. 

Today,greenareaa n0wc0ver30%of the city, which hasovet two 

million trees. There are an estimated 100 hectare of rooftop 

gardens and greenery in bulldingiacadev, with the Pinnacle@! 

Damon as an example. The development boasts two 1,600 ft 

sky gardens linking seven 48-srotey towers, as well ass park at 

ground level. The upcomhng P ya LeWrmixed•usedeveloptnent 
will contain $10,000 sy ft of green spsce on its four hectaresite. 

The N* ional Parks Board'sstaled mission is no longer lobuild 

a *Garden City', but to creates 'City in a Garden'. 
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SUPER CITIES 

THE ARCHITECTURE OF PARIS 

In the 1550s aad le60s. utnde, thcd ecction ofGcerges Eugene 

I laussman n. Paris was rebuilt to Kid koelfofthe slums that bred 

revolution. Haussmann bulb an iconic city with wide treed ined 

boulevards, limestone ho ilding facades, and expansiveparka and 

squats. Today, behind the extensive historic facades one finds 

modern offices, shops and homes, providing flexible properties 

that serve a constantly evolving modern Global City. 

However, Parisians eel air their reveludonarY spirit. Keeping 

Paris st Iheattringedgeofnrehiteerore istheuodermnstrrtalon 

DUO in the 13th arrondissement, with its twin towers. A nod 

to the Hausmann approach. I his :.I million saw ft mixed-use 

development is keeping the city green with gardens integrated 

into the design. 

LA'S SILICON BEACH 

When the tech action from Silicon valley came south to 

Los Angeles. 5150W ecosystem emerged. Games company, P.A. 

setting up shop In Playa Vista in 200.1 began the clue ot'Silicott 

Beach. Google followed in 2011 with a 100.000 sq h campus In 

Venice. and i he tech giant plans tot urn the aircraft hangar 

where Howard Hnghes built his giant Spruce Goose seaplane 

Into a 319,000 set ft unite. Venice is also home to local suttee 

story, Snap Inc. which will he expanding into a 31111,000 sq it 

office in Saula Monica. 

Dart of the appeal Is good universities, plenty of creative 

workers, and adjacency to Los Angeles International Airport. 

Another draw lathe regeneration of the Venice area. and lots 

of multi.  family housing in Playa Vista, making Silicon Beach 

a great place to Uve and work. Even programmers like to surn 

MELBOURNE'S WATERFRONT 

Melbourty less eignit kamh vxpaiWtd itsC BC, and introdcced 

more mixed use development Into rhecley centre,by spreading 

along the Yarra River. The Docklands regeneration includes 
6.7 million sy ft of prime office .pace mostly campns•stytc 

buildings wish large floor plates. The tenant base includes 

financial and professional firms, likeANZ, KPMG and NAB. rind 

tnediaotcuplerssuch. asChannel Nine. Faifax Media, and Seven 

Network. NAB offers a eoworking apace culled The Village for 

is small business cllenls lasso. 

The redevelopmelu area spans 190 bewares (44 of which ale 

water). Docklands now has a 53,000•seat stadium, 741 yacht 

berths. 3.7 hectares of open spaces, and 45 public art works. 

When the regeuelat ion completes It will have a population of 

20.000 residents and 80,000 workers. 

NEWMARK0000199 
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LIVING IN THE CITY 

The gap between work and hoax is narrowing 
as vibrant mixed-use locations takeover city 
centres across the globe 

LIAM BAILEY 

Global Hoed of Research, Knight F•ank 

O
ver he pail few years this report has documented 
t rowing tutus by city authorkies and private 

d operson RCatilisiroc m iced-us'cenvimnmcnta 

I rlivin wotkatg 

and lektrrc. Thisprotess hasbeee encouraged byshifts ineconomic 

activity, torexauipletheredevelopmentoftormerindustrid and 

dokIand distrkva nearcity c vures.ad ako lw-risingcompethion 

hetween husinessesi sir hey vie to attract and resin laleni. Young 

cmployoes, in pen ieulor. increasingly seem Tess attracted rouse 

tnnenroftravelWwwttom anionocuhutal lutusitgzonemashallsrly 
one-dimensional office neighbourhood. 

W hik the development of mixed use projects in markets like 

London or New York City may feel relatively advanced, there 

are clear signs that the future rate of delivery of this type of 

environment will rive over the coming decade. If we consider 

key economic forecasts we can observe supports for future 

growth including: a rise In the overall numbers of employee, in 

these markets, especially strong in sectors that have helped to 
fuel the mixed-sec concept: an increave in the income., of t hcer 

employees (notably in cit ins across developin;economksi, and 

an enhanced desire to spend r helr Income in ways thin supports 

the expansion of the full range of tacahies and uses that make 

these environments successful. 

Over the last dvcadc. employee numbers have risen in Ley 

Global Cities, partly as a result of general population growth, 

but also as a result of the ability of the most successful cities to 

pull in worker,, item wrroundingrcgions. While an Impressive 

sounding 1.1 ntilliou addh tonal workers have been added to 

London'swerkforcesince 2007. even this figure pole alongside 

the addnional2d million in gelingorthelwo ntilliou in hlmnba. 

21 
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How rising incomes are spent will 
influence the shape and content 

of urban environments 

(rrii ically, forour par( el4rapidestploynttmtgrowthhmchern 

happening in the sectors that have powered the expansion of 

mixed-u.e unman forms: finance, infLlnnat lent eavon, ,alklnx

and Easiness services. At the current rime the higge global 
keg" 

cluster of finance and business service lobs is to be found in 

Lo don (with 2.7 million employers scion he msLropolitan 

region). A decade hence and the largest concentration is likely 

to be found in Beijing0'ouecast 3.4 million, accordingtoOxford 
aprtlYrgenaalllOr,l, 

kao r%carp 

Economics)• although the fastest rateofgrowth will be seen In

Bengaluru, which iaespectd toseean anticipatedoS%growth --'---'-'---'-

over the 10 years to 2027 (to 809,000(. 

Thenbiliry tosnpporr theservleessnd fodlitlestbat generally MNOA1imt 

accompany mixed-use development • retail, restaurants and 176.994 

howls • hasbttm driven by growth in disposable incomes in some 

markets; although in others the picture has been mole mixed. krllamAI 

This growth has been rapid In Asia, typified by an 87% rise In 13679'. 

Shanghai over the past decade, compared with lens impressive 

ratan of around 0% across U.S. cities and 5% in Europe. 'this e11a11011a1 

weakness in developed market& refleclslheimpac, oft heglohal ~ ))v

financial crisis that In many western cities saw real incomes 

squeezed duringthe five years from 2007. with a recovery only BmIINe 

noticeable from 2012 in moat case.. 960% 

The rise in disposable income across Asia reflects the rapid 

growthofprofessional and high-skilled employment. In Beijing NAm091 

adecade alto.theuuacbemol•peopleearningbetween US$35,000 828' 

and 115570,1101) stood at 231.000, compared to 1.7 million In 

London. in ten yr.trier imetberelationshipisexpecledl torevetse aE 

with mimbessant icipsted to rand at 3.3 million and 2.l million. 35' 

respectively. 

Movinguptbe incomecur vcand thearowthofhigl,el wagesin HON01t0N0 

developing markets becomes even clearer. The number of people ,93014 

earning between USS70,000 and USS100,000 in Mumbai In 2007 

was32,000, but bythisveartItis anlaberhad increased by 214% A08TIN 

to 109,000, In 10ycari Lime the number ix expected tabs  a IitLlc 26491 

over 210.000 - Uachieved, Ibis wall W see I he pointlet ion of t his 

earnireggroupapproach the levels expected or rhe same poinUn sushi 

time in Berlin. On the sarnemetlic the expectation Is that there 22,t9k 

will be a similar number of people earning this level of Income 

in Shanghai in 2027 as in Los Angels. Kmiy 

How rising Incomes are open' will influence the shape and 19:85' 

content of urban environments. LooW rigat those sectors that help 

to glue mixed use locations toget her, there ix all expectal ion Of 
SOurK.O.ws: 

22 

considerable fur ate glow) h in rmetging otmketa.'fnke Nairobi 

as on example, the total spend in reatauranrs. and eat Ing our 

more broadly. isant Idpated to rise from USS848 mill ion In 2017 

toUSSI.Sbillion over the next decade. Even the Keeyan rapkal's 

lmpressiveperformanceonthbmeasure isovemhadowed I>y the 

IO0941,1200% growls expected in key Indian and :,h ine.ecit ion. 

The Increase In restaurant spend is mirrored In the hotel 

sector. Markets as mature as those in Londod, San Francisco or 

M iatn i will see hotel spend rise by around a third over the next 

10 yearn, while key African and Asian cities will are growth of 

3094,100% and even 2110%. 

Over the next taw pageswe examineexamples of best In class 

mixed' use development. If the forecast& detailed above arc 

proved accurate there is likely to he an exponential growth in 

thedemand for these environments In an ever-wideningspreed 

afcities over the next decade. The Opportunity for developers 

and other experts involved in providing these environments Is 

set to grow in lantern. Top:,gst IAw c I c' S 
1405 ,4pr5vLxe:m 

!liar. 3aatlea004 Ire win. 
:,I,.,p,:,,y:r,e, tk'rKn.. 

LIVING IM

Fvrresrt gmwlh h. humeholdn will, v1t kxvnlr 
of l'S835,ieyl US77g11011 2(117 '2112? 
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GLOBAL CTIES 
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GLOBAL CITIES 

ONES to 
WINI"CH 

Choosinga district that is on the rise: is a tried and 
tested Strategy when buying a home. Our experts 
identify the neighbourhoods in the Global Cities 
we sec as strong oplxlrtunities. 

ST LEONARDS, SYDNEY 

Located on the Tower North Shore of Sydney. 

St Ieonards standv out as a key area of growl h 

with Its popeletion protected todoubleby 2030. 

USS6 billion will be spent upgrading local 

infraau uctnre, includingan additional Metro 

station to he operational by 2024. with 3,700 

new apartments forecast over this time.. The 

subutbwillbeoneto watch as k transforms from 

a traditonal office and industrial market with 

world-class hospital facilities, into a vibn:nr. 

mixed-use neighbourhood. 

HARUMI. CHUO WARD, TOKYO 

EUDA.AUSTIN (leading towards the 2020 Olympics, 

OUR EXPERTS Buda is boosting. Only 20 milts to the south the redevelopmentofTokyo Bay could provide 

of Austin, Texas, Buda is one ofthe fastest' potential opportunities for property investors. 

WDA. AUSTIN growing neharbs iu the local market and iv The Harumimca,whkh wiliest axthc•Olympk 

GRAHAM HILDEBRAND ! likely to remain so in the furtire. Its location Village, will see around 5,000 new units 

Director of Researes & Marketing- along a he 1.35co,ridot and median home sales releasedtothemrrketaftes the Games.Although 

Taxes. Nwvmerk Knigm Frank priceofUS525O,000 keep Puda tit Iti,:.h demand lovestorswillhavetokeepaneveon thedemand 

with young families and f irst•timc home anti supply dynamics- the low cost of debt 

DOWNTOWN. MIAMI buyers. However, tightening inventory levels and the relatively fsvoun:bledemographksin 

ERIC MESSER j are pushing demand tanker south toward San central Tokyo compered torhe national picture 

Resileer. Services Manager I Marco. a coo mucer city of Aust in that has means that this in certainly a neighbourhood 
Newmark Knight Frank I seen itemMiun salesprke!ump42%thisyear. to keep an eye on. 

ST LEONARDS, SYDNEY DOWNTOWN, MIAMI SARRIA-SANTOERVASI, BARCELONA 

MICHELLECIESIELSKI I Residential development is thriving in the area to the west of ('uses do Gracie. 

Headol Readendi Research 1lownrow,t Miami. it the Central Busine.s running parallel to the Avenida Diagonal. 

Knight Freak mravass i District, the completion of Brickell City isundergning a rtansfformat ion.Thivsuni kern 

Come added approximately 800 residential tipoftheSarrih• Sant Cervasi neighbourhood, 

HARUW.CHUD WARD, TOKYO - units and plenty of retail to the Brickell oneoftbe city's keybusinesa districts, depicts 

NICHOLAS HOLT i submerket.'fhe two expanding sub•markets, nareebnakheritagcat ksboet:grandapanment 

nose cl Asia Peelle Reseach Downtown and Edgewood, have over 2,700 blocks with wroughtirou balconies nestled 

KtvgW Frank I units tinder construction. Downtown's next close to Tur6 Park and surrounded by rupee 

luxury residential protect. MlauriWorldCenter. bare and pavement cafes. Intetnatioaal 

SARRIMSANTCERVASI. - is act to break ground in 2017. offering StlO dmmloper, are increasingly active in the anew 

BARCELONA plus residences, ampleofficeaud retail space. seeking prime development or conversion 

MARK PARVFY and eecesetorheBrlghrlineintercky mileysrem. opportunities. Prices for a modernised 

Neaocfbacaesn Sa.er. j Continuedintrauructuteexpaasion has made apartment in the neighbourhood are 
KM/Ito F-s-k j Miamioneufnmeka'e fastest decckpingci;kk. nudging US$8311 per W fl. 
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i: htFynnk 

The globnt reel estate mrtrlletswre in tsetse of a 

peeleG storm OECalxKsl al!oeallen. In2'eators across 

all asset ti'Pes°ebrill'b&'to atiruct additional capital 

bob ere,at lilt, Sant: time, srrestUng with the current 

lore ylyld. low return envlronment as well as shutseg 

aibcattorm awes tram soma Iliad types aunts as hedge 

fund . tnaddltTop lapr;,tft.wprAlcsamundpercepttons 

ofstrctchedfsbatlonsTonsomepnWieanyt coded bond 

:rod egnl ty markets. Tlaslsleadi ng to steoecgizshci n g 

uceeu.stnglyllltciltowardnlletnativs iuvaslnnenteselit 

real estate being a prints iarg.t..for a large proportion 

of this capital due two attracthcness of Its r.l.ttit clt 

high sight. 

'Phis dynamic Is dnvingstrmlg d.maed f or real estate 

across lice largest, moat Bqufdmnetetsandaectere and 

I itcre:sl ugly. as lnscpteçs search furbisher return. 

w Itll lathesecter,acnctscmec„legrearketsandspeclali el 

real iyl:tl i : —t Masses. .. 

EVOLVING STRATEGIES 

As you might ekpecl, when it comes to best in 
class formal estate strategy, there is no singleright 

answer. Each Investor has Individual requirements 

and ambitions for their capital and this manifests 

itself Into distinct and nuanced approaches. Add 

the fact sha every property ixdilferent in some way, 

and you gets marketplace that requires subtlety, 

expertise and, undoubtedly, flexibility. 

Indeed, asthe ceean of capital chasing real estate 

both broadens and deepens. even the traditionally 

glomdetamcat ionsbet weeritwosortypm intheteal 

rstatespacearemorphing. PrNmeEqultyl'undshave 

been wldcningthcir offerings with major investors 

including Blackstone and Carlyle raising can plus 

funds iv complement their more opportunistic 

capital. lnst is uavnal htvestore arebroadett big both 

thct ylxsofawcs they hats, includingan intcxaang 

we11,bt ingmwardsaprcialLtseetors,smlthevariety 

of'exposure to real estate including products such 

:es debt lands. 

GROWTH IN DEBT 

In Lurope. until recnnly. commercial realeatate 

debt was seen As a product offered by banks using 

their balance sheets and a growing Commercial 

Mavgar,BackedSavrity- market. However,fdbwing 

I he Global financial Crisis in 2009-2009 ninny 

banks rettenched front the market In the face of 

increased regulation and legacy asset issues. In 

Iheu place, I h isapasehae been tilled, a host ut part, 

by inventors trodiriono!ly fscussed ne direol real 

estateownenhipi attracted by the retuns available, 

alo ul charge on the undcrlyittgaesctand the loan 

to value ratio protection from valuation falls. The 

broad variety of these new entrants means debt is 

increasingly available. from senior debt q:roogh to 

Wl •,n... 4:MR'+Wv 
m sew art c•h 

Rust: .At 01001' 
e ~p:w:lwi iced a 

~~..st s~sa n>•I„a.y..~ 

\Ileratice nr'mnatuldit t I Ix tBr. dclt by este5ern nrlcedrr 

200t 20-2 
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Scorer UK Commelclal FroSN:y landing, De Murder Unt+tsgy 

CAPITAL MARKETS 

2016 

rider Nan bank 
terxer9 

IrlaaraIIec Cctwuses 

NviIn A:ec, 1wiltltt'FY 

othrkomrtalksty 

Gwmnn psrap 

tact lament p, 
Uwknsg Scones 

lt Igher margin non-senlor positions incledbtgjanier 

bonding mezzadne, stretched senioroi B notes. Al 

the sometime, institutional lenders are gradually 

,. i.ertifyingtheis espoatrete specialist awxt clarion 

such essmdent hoosingand healthcare debt. 

These new players In the market now have 

.ibnificunt capital to deploy to debt strategies. 

Hmvever, the, will increasingly be in rompet it ion 

wuh the traditional bank lenders who we expect 

to start to rebuild their exposure to real estate. As 

legacy iamaaresortedand thosebanksineconomia 

.: iih rising interest rateamstl teattmct sabaantial 

capital. there will be increasing pressure to lend. 

The resultant impact ottilteglebal property satiate 

could btsignifleam.'I'hemarkceyelew far bathers 

t non psimaily by equ ley capital and soasetvat ivy 

lending on incase in debt at t hesnmetimeasovem!I 

capital allocmionsto roal estaecontinue togrow• is 

likely to add another wage lathe  maturingcycle. 
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GLOBAL CITIES 
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TARGET LOCATIONS 

Overall. asmorecapkal llcws!owaMsrenI eante.borh 

egoityand debt.Ibeeompetition forassers is only going 

toget Mercer. Weexpettthemsloteconomleaandgteit 

Super Cities to centime to attract the majority of this 

w:tivky but. increasingly, invewmswili look to en etging 

markers for higher returns and lesscompelkion. 

EMERGING MARKETS AND MOMENTUM CRIES 

Indeed. we now observe greater volumes of capital 

flowing;owards those markets that have taken longer 

for thei r eeono m ies t o recover since tl,e h nancial crisis 

and hence have lagged the market eydesu tar. Many ate 

now showing real signs of improvement and stronger 

occopierdynam ics that will. in turn, lead to positive 

rentalgrowth and capital value cutperformauce. 

The locations that will outperform at this point 

in the cycle are the Momentum,ites. As discussed 

tkroughout this report, these dries are going t hroogh 

an evolution driven by a compelling mix ofedaemton, 

lifestyle. infrastructure, technology and real eclair 

t hat makes them the places where people want to 

wark, shop, play and live. inavhtuouschele.this mix 

attracts further domes, is Investment, which helps to 

create additional momentum and, importantly, the 

liquidity and performance ncet!ed to draw in global 

real estate investors. 

,hd,.:l tr.::u• t!uu .!u... 2(15: D•men:nwe of thr lip lenrilirx 

An increase in debt at the 
same time as overall capital 
allocations to real estate 
continue to grow is likely 
to add another stage to 
the maturing cycle 
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Jonathan Sallimn. Rcs.ar.h Manager 

Boston. Neummar:: Le gla Prank 

Redevelopment activity in Boston, including 

within its vibrant Seaport District, hall yielded a 

missof high•profk lenent relocations and robust 

Investor activity. Amazon just becametheSeaport's 

newest big'name tenant, foi!owingthe Iikesof GB 

and Reebok. CF Is moving Its headquarters from 

Fairfield. Connect tear, while Reebok is relocating 

from the Boston suburb of Canton. The district 

has become the place to be, driving construction 

act ivh y as well as reco,d-level inking. 

Obstacles to new developmen, In Boston persist. 

notably she availability and permits, while new 

construction demand is arguably Stan all-time 

bigh.TheSenpmt'slrana rmat itnt hasbeenerilical 

in sot isfying the deatand for both are, and trendy 

offices. said multi-family units. 

Investors arc also focusing on fringe, locations 

with immediate connect it-ily :o Boston and where 

infrastrucru re improvements ate underway. 

Recently, Somerville agreed to redevelop 15.5 

acres in Union Square Into a 2.3million vy ft m ixed-

use project. 

RalphSchsicda- FRICS. Managing P.rrmer. 

Knight Frank in,r.i f:crnccnv 

wve,5w. . .y:5t:•r:xi .s'a^50vv*p 

Germany's attractiveness as a safe haven 

investment market has grown in the wake of Lilo 

UK's vole to leave :he Elf. The Break process has 

particular impl lent ions for Frankfurt, an Get many's 

only skyscraper city is in a strong position to pick 

up demand from any financial sector occupier: 

deciding to relocate staff  ham London 101110 EU 

Toilers. Brexit has hod on!y n limited impxt on i he 

olltcetakeupofoern:any'siinmfcial centre,bct tilt 

first eccutmt Tonal deal:uhat can bedireet ly linked 

to Berth are now beginning to i Tickle through. 

investors will be wary of Frankfurt's vacancy 

rate, although that supply will allow the city to 

absorb a moderate level of new demand, even in 

medinmsixed as well as large modern spaces, 

without significant upward pressure on rents. 

1n5esa: interest will be even further stimulated, 

after a year-on-year growth rate for sales of more 

than 50%in H12017, if morn Brexh-,chord lousing 

deals are signed: especially as the city currently 

oilers higheryleldhngopportunities ahmn some of 

the other major German markets. 

CAPITAL MARKETS 

Regina Yang. Head ofRescarchd VeNsulrancy-

Shonghai, lwighr Frank Crcare,-Chlna 

I :. ' 1. 3 ,. : '3 

Shanghai's economy in now in the process of 

shifting away from manufacturing to services. 

Government plans covering 2016-2020 should 

Increase the output of service Industries to a 

level where they account tot 70% of the city'a 

GDP by 2020. 

Di iven by t his economkrransition, and coupled 

with the proliferation of the mobile services, 

v-  commerce hasquiekly hecomea key drivorof the 

economy. The increase for online retail sales lax 

in turn led ro significant demand of warehouses. 

In recent years, Investors have also shown great 

ineerost for this asst class. Domestic developers 

and financial instiluliona includingVanke, Ping an, 

and Greenland have expanded t heir presence In 

warehouse market. Limited supply and higher 

returns have also propelled warehouses to become 

the third mar, sought after asset class .her office 

and physical rerail. As the macro-environment 

continuesrodriveecommercethisnmrketaeg seta 

will ace furthergrowt h in the foresceable future. 

Humphrey While. Managing Director. 

Ke faint Frank S,paia 

R.'Mn,.t y q.*l .,s e. v,t, W f ist , 
 
P.rx e 

Madrid has been a key target market for 

international property investors since the 

beginning of 2014. Commercial investment 

has been performing well since that year and. 

so far in 2017. otTtce Investment has already 

reached USSBIOmillion.S%abovethesameperiod 

last year. All hough almost enemy quarter has been 

a record. breaker. property investors are st ill able 

to find opportunities in Madrid. Investors follow 

a research-driven rationale: net t atrup has been 

'mereasingsinceQ32013andthecaphal's rcm levels 

are still 28% below the peak, and significantly 

lower than other core markers in Europe. 

Offices have been the preferred investment for 

many ptopeity hneslorx-SOC!Mls(Spt tlxh REITsI, 

investment funds, family offices. PropCos and 

Sove: e'tgn wealth funds. Madrid's CBD lathe most 

polwlar district for off ice investment. followed by 

the Norther n'Nndo Nate' subtnatket where many 

map inational firms hive headquarters . this area 

is a natural extension of the CBD. 
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GLOBAL CITIES 

MItCh curs.s-horde) property inve,Iinenl 
piles up in the atilrld's mega cities. hut 
for thox• willing to cant their Itch Aidt'r. 
there are excellent cities that are 
sometimes overlooked. 

T
here Is now a huge array of'rop ten' city 

rankings, iookingat evert hingfrom house 

prices to financial sector amivlty to the 

number ortecli startups. Certain chick 

dominate the many rankings, like London, Hong 

Kang,and NewyorkCKy,and unsurprisinglyr bey have 

been popularwhh International real estate investors 

in 1 0 111 yearn. However, there are other cities, 
which area.', well run, have very silo filar eeonom ies 

to these bigcentres, and in some cases oiler better 

growth prospects. 

Theeocgleollce intopenhagen orJakartahasthe 

same tenant as the headquarters in Silicon valley, 

and in 201$ we expect to see mom investors pursue 

thislineof thinking. gdowareMeGlobalCkiea mat 

weseedrawingoloreoverseas captal in the future. 

PITTSEURGH 

A fast rising tech market. I'ittahurgh has seen 

more• than 71111 focused firms headquartered in 

Silicon Valley and elsewhere open local olfeee over 

disinter 10 years. Amazon, Apple, racebook, Googlc 

mid Ubet areamongtbe usernthm bavecaused rents 

and property %alues to surge.'fhe energy, financial 

and business set vices, heahhcare and life science 

industry sectors remain well represented within 

Pittsburgh. however, the cky-s status as a growing 

technology hub, and hothcd forartif cial imdligtnee 

and autonoutoua roilielethwdopmenr, ialtlmpring 

unprecedemed revi:olicelion. 

Presage Lowery. Vice PI'eoldcac Research - 
l'illstsol iI, Veaaaark Knight kiosk 

Sb 

CONFIDENTIAL 

MANILA 

With a population close to 13 million 

people. Manila lies at rho epicentre of the 

unprecedented growth occurring in the 

Phil Opplaco rcalcitatemarkct.Opportunitieo 

toinvoa Inpsopeviydcc dopme amsn•.plifcd 

by thecounlry'saumr fiveinveslmee: gr..de 

rating, high GDP growth rate, and srnong 

macro-economic fundamentals. lnciexsed 

cross-border investment is expected 

in the forthcoming years. especially as 

commitments amounting to U5524 billion 

In rent mule and infravucturedevelopment 

1romChinaarcce: torymdWnthet'hilippines 

as a regional hub. 

Jan Pon,' D. Casrodio. Senlnroi,eczen 

Research told C'omal[aacy, 
Swans Knight Fimk 

AMSTERDAM 

Arnaledam isan incteaeingly atlrataivedesllral iou 

Ca inceatonvckinganallomativetomoeeespenaive 

European marketssuch as London. Parisand Berlin. 

Ilighofilcevacancy rateswere previously aconcem 

for those look ingtodeploy capital. bat availability 

ixnoa rapidly I mnblingand xupply shortage, have 

emerged in she mess sough' after office dlatricts. 

Cambia dwithstrougdcalnmdfromthechysvkrraot 
.::d expand ingmehnology sector, t fight supply will 

.,. ivr rental growth, and create opportunities for 

new development. particularly in central arena, 

Mer[Aea'C'dhortrne. .toeeciole - lnreronlleaal 

Research, Knight Yank 

SENGALURU 

I'he If sector in Bengelu rte has tranafonned the city's 

chat acle,.I al c.wgthe pensioner3 peradise into a bustling 

ceaaopolilwuherb. T7h,sha sr it red up its real estate market, 
which ha, hccome a maiot global olroe deminat ion. 1'he 

ittchrsion of Bengalura in the stem, l City list' an ambhious 

Indiangovernmemproleci eenhanceliveabigrymurban 

cenu cs. will lead to lalprvved iNtanuucture: providlll g 
smart solutionsto bridgcsen iocdclivcry gapsand enable 

technology use. This will further altraet seal estate 

inveatora to the eily. 

VivekRadri, wn Presidem-Research, 

knight FYeark India 

CAPITAL MARKETS 

SEATTLE 

Amazon's rapid growth hasculsivatcd 

an inuovmlveand competitive marker, 

making Seattle one of the world's 

ieadngltech huh. CompanieslargeaM 

smallaremigratingtoSenrtle in order 

to access one of tire most educated 

workforces in the U.S. With the 

completion of Its latest construction 

preleds.Ama2on's foolprini will grow 

to over 12 million set ft. Thanks to 

Amason and other titans including 

Microsoft. Cost co and Boeing. the 

region has supported and sustained 

growth through all ecoaomkcydes. 

Blake Cease. Revenrrh Caudinatnr 

Se,ade, Newmark Weigh, f rank 
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Kabil AlKindi is re-sniping L itbai's L)1 PC. adding more 
culture, leisure and public areas to ii global Ittloines, centre. 

T
he Dubcl International Financial Centre (DIFC) first opened In 
2004,crea1inga new financial hubto sense l he Middle Emit, Africa 

and South Asia (MEASAI reglon.Through a combinationofoffering 

internsvionalstandardsofregukulon, common liwcourts, and high 
quality busincsspremiscs. it has flourished. Mindful offuturc trends, the n1FC 

Is evolving to match a he changes in the global economy. 

Mobil AIKindi. Chief Real Estate Officer of DIFC. speaks to Knight Frank 

about plans rot the cemreb future. 

v.4.441, ea, o i.1t 

41

I I.at-ing begun with 19 companies 

anti 75 professionals its 2004, DIFC 

is now home to over 1.700 fi rms with 

c10acto22.000cmployccs milestones 

of which we are enormously proud. 

DIFC set yen a broad market. 

spat mhtg the M L''tSA Legion. DIFC was 

conceivedereamuch-neededgmewuy to 

thismarket,and havquickly achieved 

a strong track record as a financial 

hub where ease of doinug business Ia 

patan:ount. Our large. well-eegufated 

.ad best I. class ecosystem has, and 

conlhmea to attran top financial and 

professlonalservices firmslronaaround 

the world. As pan of ou r 2024 Strategy. 

we plan to grow threefold with the 

nine of becoming a global hub for I he 

South-Southeconomlccorridor. The 

developmentofthe 1111+1: mastcrplan lv 

an integrai vromponern in t hisgrowt h 

strategy, as we aim to have 50.000 

professionals working in the district 

by 2024. 

.. . ..d r ;.. ....a ft 

,...ou.v ad..ic,.t,t. 5.1,4..4.5,41 

In t he world's moss popular : fifes 

for lifestyle and business, the taco:~ 

Is moving away from single-use 

yon ing to mined. use developments. 

Rather than isolated office tower,. 

busintess parks and shopping malls, 

people now want their affices and 

homes to he located at the heart of 

vibratn, iutegt:secl distil'Iswk heavily 

acc ssillenmenit iesnndacommanry 

focused, neighbourhood feel. 

In keepingwith nulmisICrUle tiona. 

a modem, forward-lookingchy. D1P(`, is 

nhcadoftldstrend.Wehovealwaysbem. 

assn. Visa a financial cent re: we are also 

an act ice community of shops.offtccc, 

I euktvnl ial apartments, hotels. cafes 

51w testaoronts,artgafieriea.parksand 

opnspaces. Morethan20.000 people 

come to work here every day. and they 

also asketdvantageofom world-class 

amenities and coca's, staying after 

work tbrdinner, exhibition openings. 

the gym. sociel leing Or events. 

Tao Increseing our trail 

I h the 600,000.,q ft Gat. 

DIFC. which will become 

cepicentreofthe financial 

en It opens in 2013, with 

200 prime retail, dining 

ailment locations. Gate 

DIFC will feature iconic 

udingascrkaof miniature 

a lerge. modern mosque, 

Ibrant urban livingcemre. 

>pment will seamlessly 

the various elements and 

iihin thedi.trin through 

andergrovndspeceand an 

omenade of around I km, 

s.e workers, residents and 

le. 

Little at DIrC reinforces 

's offering as a premier 

for lifcstylc,businessand 

r exc ept lonal in frost ntct ore 
of l ife d mw em ployees end 

lust trom elsewhere in the 

so from around the world. 

spud of our coruribution 

n8 Du"ai's reputation as 

sinvss and tourism hub. 

the 20.'.4 Strategy. itier 

idevelopwkhtheamhhlon 

ouseends moreirdividvals 

eves In mind. 

Gatevillago, I he kxchangc 

tinder construction and 

in additional 114.000 sty 

space and 33,000 sq It of 

:• from 2018. A concourse 

nil are tile podium level of 

age, will offer Two world 

treats, frontingonto'The 

pearc',alandscalwd piaara. 

he aldit ional reauu rant 

!rooftop ThedevelopmenT 

astate-of-the-ar•. business 

d seven floors of office 

g-ataudiug DIrc tensile, 

Ibai will also relocate to 

W. 

CAPITAL MAIRKIU S 

. ... .:F. o.~v e.i tu.. , 

Modern, forward-thinking 
mull  i nit lona is a nd cntrcprrneu rs a rc 

already lookirgftoloceteinaak. vbrum 

nelghbourhotdain trendy global babe 

like San Francisco, Tokyo or Dubai. 

Companwnatelookingfot arcaswhcrc 

their employees don't just come to 

work, bat ens also plan their breakfast 

mes'cs, s, break out orthe office into 

stylish cvwmkingroraxcheck inanthe 

go with bee Wi-I'i, shopm workout on 

, heir lunch breaks and hangout after 

Nouns for cultural activities. DIFC is a 

vibrant mixat-uaeaommunity, which 

offer. a satiety of cultural activities, 

retail, dining and enrore ainmeal. 

enhancing the quality of work life for 

our member compun its and residents. 

Thedistricr Ismawerplanned with all 

the neceashiesand luxuresof modern 

life within walking distance. 

With y..lifiod candidates in high 

dem:,n,[, sophisticated, high quality 

ileac. space is a key perk lornerrace Ing 

top recruits - and as social issues 

beeomecenbeddcd in thevtsfon ofmany 

companies, enviranmem ally friendly 

infraslntcture, walkeebilityand public 

t,onspvetlinksareberomhrytimponam. 

DIFC is committed to inercasicg the 

artrsasiveneasofomeommercial space, 

by Mier ing innovoi Ne, energy. olbe tens 

ofilcvsequippedwkh next-gene,atie,t 

telecoms connectivity. 

In five yea,.' lilac, four walisatd a 

cmnp terwillnabeenoegh.In eegmted 

mixed-use developments like DIFC 
offer dinins, am•:nitics and ee.ens. cf 

being engaged within an active 

community. We need to offer more 

thoughtfully planned urban districts. 

which combine business and office 

space with all the pleasures and 

necessities of modern life, smart 

infrastructure and a lively culture. 
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IIIE OCCUPIEii 

heemergemrooftheGbbtdCitiesotadirect nxryurxr 

dYhron-gaingnced Icreorporatestoaecurcc'npctlti.e 

advanugeand con merclal relevance. Yet new her the 

source of this advantage. nor the global geegiaphy 

of business which has derived front it, has been stack. There 

have been four recognisable phases through which Ihisglob: l 

geography of buvineas has evolved. 

PHASE t: ADVANTAGE THROUGH SCALE 

Initially, significant office occupiers such as investment 

tanks, accountants, management consultants, lawyers and 

the like. sought to drivegrowth through the simple exportation 

.;f services across the globe. This is was a rudimentary strategy 

.hereby the dots on the mapsignified the global coverage upon 

which competitive advanugewas secured. Thetieronemarkers 

f Loodon.Tokro. New YorL City and Paris wet a firmly tothefcre. 

PHASE 2. ADVANTAGE THROUGH COST EFFICIENCY 

A second phase enacted as corporates sought to util iseglobal 

markets as a means of delivering cost efficient services. A 
::o, prorate strategy based on wale was usurped by one focused 

on broadening represent at ion in i hose cities where operating 

coals were lower than in developed economics. This led ion 

raft ofcorpomteoff-shoring initiatives, which placed customer 

and shared service centres in Cities like Bongaluru, Cape Town. 

:.nd Wsraaw. 

PHASE 3: ADVANTAGE THROUGH PUTTING THE RIGHT 

THINGS IN THE RIGHT PLACE 

Next has been a push towards functional specialisation. 
c smbi n i ug t he leer n irrg from r he prey kus two phases, corporates 

created global operational portfolios whereby functions. part-

'unctionsoreneire Mrlceline,havcbccn placid in thoscglob:d 

locations ohm can twat provider he right human resources u a 

pi ke point and skill level appiopdaie ro ibesignifcance of that 

talc' cat or service. 

PHASE 4: ADVANTAGE THROUGH SPEED AND AGILITY 

the are now in a fourth phasc Cl global business growth in 

which speed takes preoedeace oversize. Emboldened, enabled 

and forever disrupted by technology, corporations go global to 

gain rapid access Io r he latest inrtovm ive ideas, and rite ralenl 

pools generoringouch ideas, in order to nrilise any competitive 

.tdvwttagcbetoreitbn museroded.Toachk wethis,aarrpamion 
dust have thesysrems, proceasesand lslatfmmaro ksrre,rc Ihcsc 

.hurt-livetl moments of advantage, and a a global keel. 

In this phase, business success becomes a function of 

agility, connectivity - both physical and virtual - and the rapid 

apiuliaatron of good ideas. Crucially, the dcebtion togoglobal 

is occur ring at a much earlier point in the business life-cycle - 

again Through theabilkyofreehnology ro reduce heir lersroentry. 

?.ewe noted in last year's Global Cities report, tire emergence of 

tech and creative businesses with global intent or significance 

has brought various tier Iwo cii lea, such as Austin, Berlin and 

Dublin. into firmer f'ocueosglobal businesscer•.rresand. hence, 

office markets of ruteruational significance. 
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THE TRUE IMPUCATIONS OFOOINO GLOBAL 

There are hrcnder pr: porgy marks implications emerging from 

this fourth phase. The demand side of the property equation Is 

changingand is iolcbng dries to change tbeir'oler'toomplers. 

'There are Eve key ah ifts: 

A BROADER POOL OF DEMAND WITHIN CITIES -. demand 

is now drown from a deeper rangeor industry rectors and with a 

gtenrerv'arie-ion in the sizeof Boor spare requirements. We have 

witnessed. for example the tech secret replace Itnanclal services 

as the dominant source of demand in the Landon market over a 

numberof rears, but also a small reduction In the avenge sire of 

leasingdealsucrossrhecky. GlobulCkiesarenolongercenrresof 

singulat sectorexcellencebut rathermarketsthat Itavedh'ersity. 

AVERYCLEAR AND INTENSE URBAN FOCUS city cores, in 

monketssuch as Menhvu an. arc hein try ho•n.as placeawhetchv 

innoemivo and error ire I agent can besoulwd and seeure.l. This 

isetremplihed by companies such as Nike and Spotifv e•:pand ing,

in New York City. 

V 
THE PUSH FOR PLEXIBIUTY - Inanetwkenment MshorrINM 

coeapethivead.:snags,wcupienarnnJemandin llexibdk yinterms 

of b•.riklingdewgn, lease terms and. ciaka!Iy, tenure. On this last 

point, we haneseen the rapid emengtnrceot coworklogspaceacrass 

Glottal Cities one recent .Lady predicts that there are currency 

morethan I1,000roworking facilh ie.glohailo and that 1 he market 

will haves Compound Annual Growth Rate of24%hnheyents out 

to 2020. Coworking increasingly provides a solution not ust for 

start-ups but also corporations whogcncratc innovative producros 

through smaller, cranive learns. 

ft 
THE ONr TO QUAUTY AND SERVICE - linked to points 

two and three, has been a growing occupier focus on seeming 

high quality and heavily serviced space, which serves asa magnet 

in at tract ing and retaining talent to drive growth. 'I'h is ham 

been compounded by low levels of new office development over 

recant yenta. 

SPACSASAN ACCELERATOR OFtNNDVATION- the Fourth 

pinto orgeiag global does no: alter tins need for ottlans bet does 

change there ay in which oficesare utilised No longera Irancry 

farm for email proeessingand admin iwration, olhces ate l.eiru; 

tried as innovation labs with corporates such ns Coen{elo. 

Telvloni a.andCaphalOnecrearirrgdluinctbuakuasaccelermvrc 
and it'cubatnrrs within tint Global Cities. 

40 

r -1 
l J 

We are now in a fourth 
phase of global business 
growth; in which speed 
takes precedence over size. 

. . . .. .... ......... 
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14 -hat ale main imws Ilteerl by arupier3 in Eeging Dallas. 
MvNicu C ihand I )ublin? I'Lur local e' rpt'rts prositk• thoir insights. 

DaoidJl, fiend of Research & Consul saucy, 

Knight Fnmk GmderChin. 

We estimate that i3eliing will see approximately 35.5 million 

n4 It of grade A office space coming to the market between 2017 

and 2021. mostly in theCBD. Thls morns that the nverogennnual 

supply in the next five yeaeswil reach 7.1 million sq ft. Iluwever, 

in the (rest ten years. the annual average absorption of grade 

A space was 4.6 million sq D. The challenge facing capital Is 

whether the market can rapidly absorb theghn ofsupply ahead. 

As occupiers will be spoilt for choice we believe that the 

balance of power in negotiations will switch from the landlord 

towards the tenant. 

,a the quality of the new office space is much higher. 

competition between new buildings to attract prospective 

tenants is fierce. eapocially in the CBI) area. Build quality 

aside. good location, and make importantly, incentives, 

discounts, and more flexible leasing terms will be factors in 

attracting occupiers. 

42 
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Graham Nlldehrund, Director of Research931m*errng r'eras. 

NetwnarkKnjght hash 

nallaxkmarketben0Gtsfrom a basisw.hiendlydimate.xtrong 

occnsmyxml thti•ingpopulat ion.IrsdiywrsibedentpluyetlaueaUowa 

fergrowth during varied business cli:nnes. The current cycle has 

no far sent the creation at more than 732,000 new jobs, or roughly 

the population of%urich,Swb r. rland.added.othcrrmomy. Rapid 

tenant growth has resullerl from Ihesheer nuotherofcorporate 

robes ionswW expaownsmusenty nndcrxm:, in addition toahose 

anneineed for 1'n rreoccrtpanc r. 

7'heavailebkisyoflend forcerpni erwpuacy:pmaimhytohousing 

and depth of emp:oyvc relent have trade suburbs such as Fuses, 

timpevineand Plonnt hedest innr Innvofehoiceforcorporations,whh 

nearly IOC such announcemecis ruadesince2015.Thesedeveloped 

and planned toc,aiores. includingthe s$S Billion Milo in Frisco. 

will add tteatly 12 million sq A of office space and me arrdtated by 

headqunnerslnemions fm.JCPenney, FedEx(Nhce, Liberty Mantel. 

Stint, Farm mid Verizon, amorist of hers. 

TIIE OCCUPIES 

Juan Flrires. flireclernf Research - Mexi , 

Ncrsstark Knight (bank 

tco v'>t rg.r tse9':ne•tt5r>y'r5 tv 

international firms in Mexico have mmmniaed their growth 

expectations and investment plants. Perhaps those expectations 

arc nor anopt intinticac;hey were in thepreviouadccade, but most 

ofthese companies havedeckied to rideout thestorm. in themd, 

thotfesbetween both economiesmestrongm tbonthenctionsnny 

government may take tobringthem down. 

I'hcMexkoCity market haabceontemorennxlern in recent years. 

with a number of state-of-the-art Buildings that are attract ink; 

a growing number of foreign users, making asking rents highly 

competitive.Occupietsatealsotalibig into account such internal 

factors as apace efficiency and financing options offered by 

developers. External factors, likeaceesn to public tramprtrtat ion, 

security and amenities, are stun playing n major role in the 

occupancy of new sµxr. 

'today, the rrccnpier market is driven principally by bu.inesxcrt 

in t be telecemmnnkat Ions, financial and insurance industries. 

The Mexico City market has 
become more modern in recent 
years, with a number of state-
of-the-art buildings that are 
attracting a growing number 
of foreign users. 

John Ring,6ead ofResearcli. Knight Frank Irclond 

Tlexibkky' hasbecomea keyword Intherttmlin o0seoectpier's 

lexicon. Flexibility ishigltly valued inthetech industry duetothe 

fast rvolvingnat uro ref t he mirror which domandxa high degree of 

cdapabilky rochargtingeimrrrwranees. Wk h Iedtaccoara hggfce the 

lionhrimeofDablio'sotheetnke-np- CaogloFMebookstaTwkteru i 

have their European headquarters here - the industry has 

brought this emphasis on flexibility to Dublink occupier market. 

As a result, landlords have had to toad. Bens, we are seeing 

the traditional  25-year institutional lease of old giving way to 

mere flexible tea ins ofslmrtec duration. Thedrhr tot Ilexibility Is 

ahw Influencingoccupierf tout hahha, wish activity based working 

and cowotking enlr ate set to take-olf in.e significant way. Lantly, 

tech employees are seeking the flexibility Mined by Iiviag close 

to work, which isdrieingdemand Wacky cenueapartment living. 

r te Lt  rr. toaiCar 
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A. STATEMENT of INTENT 
The nwi ton new office is increasingly being used to 

dl ive a wider process ,tI business Irans[orniaLio11. 

DR LEE ELLIOTT 

Head al Commercial Reseewh. Knight Frank 

T 

led sy%whoa theofl'tce was viewed by Imsineasleatkm 

as simply aoontaincr in wit ich to place peoplcarelong 

gone. Today, the oRiee has become a merhan lam t hrough 

which wider strategic objectives can he advanced. 

Consequently, the ,elocarion process has a lot hingittgon it. 

In reviewlogthe key kasingtransactiori thin have li ken place 

in the Global Cit lea over recent 

years. it is atmndnntly clear that t 
the majority ordeals are indeed - 

undcrpinncdbyontornime-hrf. 

broader strategic conaiderat vii

show,, at the feat of this page. 

A case point is the recv 

rcconhgutatbn of the Austraba t 

oRicexofKPMC. These movea.aw ~'• •. Ib

the BigFour professional services 
) 

y $ii 
Flrm commit to over 300.000 aq 

ft in'fower3 u the Intemmioeai 

Towerx:amplex in Sydney's —

Barangeroodisl:in.andtoaNm:lt.

anW.M of lower space at Cvlli-
Squarencarhedheurne'sSomht t 

cro ssiation. 
III 

d 

KPMG reallsed that a)elocation 

into new space presented a sw es re' s. ,, ' a•%'+' 
tremendous opportunity tore 

set the business away from a 
r*o

'conservative image towards one 

that was more Innovative and 

progressive. In short, an image 

t hat was aspirat kcal to t he next 

generation of KMPG people•, bat 

whichalsoexcked and empowered

the esisttng workorcc. who-

average agr is 1nw 2B. 

it wasalso a aavelhm Bitutra: Ni 

to d lelae that KPMG wane bushwss 

which created innovativecolutions 

and services, via a collaborxlive 

ethos. In rhis sense, the internal 

conligutation and fit-out ofthe 

apace ass as important as the modern, coil tngedge exteriors of 

the ouillings. Associated wii bill. relocations lheinfore was a 

mrparntemkstonrocrereerbe'workphtaofthefbrare -eptcerhet 

is productive through the;wphcation ot'technulogy; that enables 

TIIE OCCUPIER 

collaboration between employees by encouraging agility; and spate 

which perperaateaa tt ac sense of communhy. The total space taken 

by KPMC a,-roxs the two cities has actually reduced -something that 

clearly supports tbeinevkablehnsnc'4elceside'arlonsof eecnpsrion. 

Ys. despaethis. dtehusiness is firmly re-ee:Auough ksbtrxvacive'see 

ofwell-considered and wdl-designed real Create. 

I Thixthemeoiusingnewornee 

spate to make us atemeet isnlso 

^ r t r 
/ evideat in the relocation orthe 

( Hex Vork officeofctehal lawftrn: 
s l Cooley I.I.P. Moving from 100,000 

sgfi it MidtownManhaltaniGtace 

( j i . t Building. Cooley hascommitted 
• r o a~~ +a :.. ' to 130,000 sg hacroasfire upper 

floors .1 Se Hudson Yards - a 
au SOerorey lower ar the heart of 

an exciting new neighbourhood 

emerging on stanhntian's west 

. Sid.. As the firm appoacheo ha 

centenary year in 2020, there is 

- - clear symbolism in a move to a 

- -'_I 
II

I.e:-'pgold-ratetlbeildtns,ehich 

reprexnl swhsl Cooky'oCEO,doe 

Coluoy,deambesaibeh)g'ameng 

the world's most sophisticated 
law f rat off)cc space.'. 'Phis t. a 

buildingwhk,h. as well as being 

a clear corporate commitment 

to New York City, also makes a 

hold statement about Cooley as 

aglob.i law firm best posil lonrd 

b

wn for th searejenemtter. 
E" s' These an lust two exan)Vks oY st E 

as pa tdw,lw e•:el estam being utilised by 

eM It ll F occupiers to drive a wider 

transformation of business 

profile or processes. There 

are many more playing out 

across the Global Ckiexon a daily 

basis. As real emote moves re-set 

businesses and enable strategic 
objectives to be fulfilled, competitive advantage ensues. 

This creates piessuie for olbeis to follow-suit. On Ibis basis, 

real estate decisions will forever represent a Clear statement of 

corporate intent. 

vow 
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he emergence of no technology has sparked a debate on 

T
m w 

how much commercial real estate will be needed in the 

fumre.Chaegeofuse will be part of thexolutimt,although 

there is an een erging pitta re of real esT are hnd i ng it s place 

in the nvu,dighal ecoonmy, by dolugwbata physical plaoedoesbest -

bringingpeopleregerhertowmmunkateand interacr.Thiaixleading 

toradkal new formersrdlectingdilfee tlifeuykaandthepowtibilities 

niche now technology. 

Bristol, in rhenoutb wentoftritain, isamulti-facetedcky.l listork, 

baracentueloc Iti-tcch industries. A universitycky,yet famous for its 

sreagraiti.A hub for lawyeeoand bankers, with a vibrant nightlife. 

Thiswmpfatckyoffesinsiglttsonhow realeware isndaprbtgrotreMs 

in the digital ecmrom=. 

THINKING INSIDE THE BOX 

Containeti:ation led to closure of the decks in the centre cl' 

Bristol known locally as the Floating harbour. This makes it 

itonie that within the esp:tn.lcc redevelopment of the Floating 

Harbour- with its modern apartments. riverside Kars, and historic 

ships - a sboppingmall called Cntgo hasopened, conaisringenthely 

ofshippiog containers. Canto's retailers are niche, independent, 

and add a senxe of the bohemian to the local area. 

Thecontaiaermallia aphenomenonlhat isapreadingfan around 

The globe - from Toronto's Marker 707 to Boxpark in Shoredireh, to 

ReSTART in Chriudmrelt, New Zealand. The concept is ptoofthot 

retail I%cvolvingtomatch thclifnayksofdty dwelierswho arcxeeking 

new experiences, and comfortably move between rho neeryJay and 

the acwnvent anal. The container mail else shows here real "late 

is cumplementinit the rise of e-commerce, by supplying the lifestyle 

experience in the retail mix. 

THB HUMAN FACTOR 
Internet ,,,cl:viflr,enerkilledoffiheoilice aseomepundkspedkud 

in part because humans like to he around humans. Across theolobal 

C§iesaen-upentreptenears, whocouW work from home, pay money 

mul gothroughadoilycanrmtteinordermaa inacoworkirgofbce.'I'hec 

happens formmty reasons A spmebedreom in thesubu,ba is a lot.eh 

place to work. while faee.to-face interaction has far morepos'ibilitics 

for catenyinginf ersuation than any email. All of I his is line of nom ad, 

which is why the snorer is adnpringto The rise of online stopping by 

refocusingon horns,, aaemction and experience. 

Ackiien trfliriO:,i:: southvilie once af tory diotria•but now 

gentrified suburb prpireretl with array gralht i - can meet a friend in a 

shippingcoma iocr cafe, and rubahouldetswit h theirendy moved.They 

than go shoppi:lg in Cabot Circus (a modern retail mall), and Iry on 

designer clothes. I fourSouthville resident tires of the branded stores. 

t hen they could heal over to Clifon, a well-heeled area known for its 

Georgian archkecture. and expiorerheboutiqueahops aad post bats. 

Folbwb•,gall this humma imeranbn ant vat lery of ripe: iuice. tli 

surprising part happens: the shopper goes home and buys Inc goals 

oeliw.ihrsvmebMxlkrgol pitysicalmdrii saliva hi, isf strriarroes 

rheglobe - from Chicng, to Delhi to Melbourne. The process ran sits 

happen in revenue, with the initial research  condw uonline. but the 

aetaat purchase ma,k on a nip to the sit y txs+tee. 

I UI _IIL II1LN]S 

L J 

The container mall 
also shows how real estate 
is complementing the rise 

of e-commerce, by supplying 
the lifestyle experience in 

the retail mix. 

,:.`d300 to :, I w ewes•... . waxa Ia-.to-, eoa m et Iev n area i 
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GLOBAL CITIES 

MUL11-CHANNL WORLD 

E-commerce is nor a rerlacemen: for physical shops, but it has 

changed thinking on how a retailer interacts with the shopper. 

There ban overall tonsil experience that stretches beyond any one 

shop This isnot.,  newcoocept. but there 6a growinµ realisation 

that the experience cannot be managed within a single mal I or 

mahtetreet. 

In the typical Global City today, one hods districts mac Ling 

Iifeseyleswhich are interd pendent upon otherdistrictsoffering 

different experiences. Bohemian craft shops in one place. designer 

boutiques in another. and each playinga mu;rally beneficial role 

indrucomingupIrude.ThIs yenerateeactkical mass ol'shoppen 

within the city centre. Ilevelopere arc applying more thought to 

the journey between Ihese different locations. This i stretching 

beyond landscaped public realm, to include street markets, 

Isnchibue concerts. and weekend events. 

In thebuturcwescefurtherblurtinµoftheselinesbrLwcen mail 

and II estyle, with webappsallawingor-the-spot cu.mormisatioo 

of goods. for home delivery. Retail property will provide n'Iown 

square ofideageneration midinteraction, wkhothershoppersatd 

store employes (who will increasingly become prduct expel Isl 

collaborating via social media to help us decide on I he op imam 

product to buy. lathe fu;ore, thechoiceofn weddingootfit could 

becrowd courted. 

FACTORY OR SHED? 

Like many developed economy cities, Bristol has long sitters 

maligned G tom manuB.ct u d ng to services. Consequeruly, Indust t'l 

properly in the region more commonly refers to logistics not 

manufact uringflwili, in,. The risrofe-corm etee has been a fillip 

for logisries property demand. 

For logistics, a city is never Nat the muaicii:ai boundaries taut 

takes in:hc •wklereeonom ie eoneof influence, inchidingsatcllito 

towns, surrounding countryside, airports anti pmt facilk its. To 

ad alongside the mega-sheds that serve such vast cress. i be rise 

oft-shopping has increased demand lorsutaller, suburban sheds, 

where thcgoods can be transferred from trucks to small vans for 

local delivery. Anot her trend isc -losat ton, with bigdisiribulora 

allowing partner companies to occupy a section ofa shed. 

Esrh'erleavelticksand watehouseaummatlouw••illapeedthwugh 

flow of goods. and accelerate the trend towardscrntml facilities 

supported by suburban sheds, which in I lie In. ore will In... into 

launch pads for delivery drones. Roballet, will also create future 

demand foredgeorcitycenrre industrial unils,ascepairshopsatd 

storage facilities for driecrlesx rationed sore, cleaning  robots. 

W h h evergreaier automation, the need tobase manul'sei urine 

in count rtes with low labour costs isJwindling. This is b, iaging 

production back on-shore, and some warehouses lust outside 

developed economy cities may be redeveloped as factories. 

In contras,, some factories in developing nations may switch 

to logistics use; as rising living standards cremes demand for 

sheds Iron e-shopping firms. 

ALLCHANOE 

with the advent ofdriverlessam, the need Ibrso many parking 

spaces w iB dw hdk. When you sky out of adrkerkss Uber veh ids 

someone else will jump In. The huge expanses of ear parking 

L" J 

The emerging picture is one of 
real estate repositioning itself 

to match changes in lifestyle 
initiated by the new possibilities 

of the technology we access. 

l:+p ion lj,mr+ern larks, IIHaiiItrnt. by City ;I\a per.. 1i 

II{ II 

°~ po 

po 

po 

po 

Sou eo: Cxtcld Ecaucacs 
Now: Basco or Or 2017 hp,ses. ,JSS rxerarpc rate baoyS or C::-.te coat 10r315'. March 2017 

n;es; to sftoppiag malls and ollicr uuildi ngs will be heed up for 

redevelopment. Fortunately demand fmolhertypesorrenl estate 

legrowing. 

In20h0, l2_2millbnChiitesowuriststoakhdidaysalxadspes,li„h 

US$IOnJI billion overseas, with Tln,iland and l doncsia Iropular 

fin holidays; and.lapan and South Rotes for 'medical tourism', 

recording to CIA. However. ja51 Id% of Chinese Tourist spending 

happens ovetsoasat present, pointing to l'urtbergrowth to Dome. 

'Taken alongside increasing personal wealth ill other developing 

nations, this bodes well for future growth in global tourism. and 

consequently demand for hotelsand kisine property. 

Bristol's hotel and leisure market does well from the rise of 

ataycatlon in developed economies, panicularly short city breaks, 
erealingdemand for a variety of betel and leisure formats, This 

an range from budget hoels to hlxul y spas. Tech disruption hits 

reached thehoelssector,with the rlseofonline hrmsll :e 0lrbnb. 

However, hotels will always be able to compile on theesperlenee 

faetoy which hos helped mail proper. y to iind its plaeein relation 

to Internee alternnuves. 

Another real estate sub-sector that is common in Bristol Is 

a,.udent accommodation. Its two universil ice art play ingan cyor 

greater role in. he ci ybeconomiearal social life. anda variety of 

! IJIJIIL IRLNO> 

a+tbsr,ear,mr.etoewnromcaw.eis.,semas,ma, - e> ..e -nv. 

needs and budget levels must be met. For foreign student. cultural 

barriers can meke'lieiog out' inn flat In the city difficult, while 

post •graduate atudeots often Beek better quality accommodation. 

Consequently, the variety and quality of student residences 

hat broadened. 

!doteover,thrcoworkingollicegiant Weworkistakingilte'sludrnr 

boll' approach beyond acsdemin, with its new WeLlve communal 

housing business. This opens new possibilities in multi-family 

hoaxing• anotherµrow•ingmark l in themadrrnthy. %toreocer.thcrc 

i sevideneel hat net nil olderck ixenswant today in t hesuburbn when 

children leave home, tesultingin a return toeltycentte livingfm the 

senior demographic. In the long-run this could underpin a market 

for city centre rerirement apartments and care homes, in response 

Ion greying urt'so fa oi:sr ion 

REAL ESTATE'S NEW ROLE 

Tie emerging picture loose  of reel estate repositioning Itself to 

match changes in lifestyle inhiared by 11rr err» po.xibd:: ire. of tier 

rechnelogy we access. The inlernet is not makingshops or others 

redundant, but they are now repositioning as forums for human 
interaction. thus fulfilling a tole that the online world struggles to 

replicate - the 11th experience and rim, of informal oi n that comes 

from beingatound other people. 

Then In further disruption to cone. Robotics will bring ractorles 

back to the fringes of developed cities, and on ifr Asian factory cities 

towards service industries. New typesof industrial property will be 

needed in a future world ofdriverlesscars. Asdrloerless technology 

frees up land For redevelopment. opportunities will emerge in :he 
marketsfor loteh:.studertcc ommodm ion. anti multl-h,mily housinµ. 
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THE GROUP 
At Knight Frankand Newmark KNghcFrank, oabuild lotlg•mtm rclatitalships. 

which allow us to provide personalised, dear rind considered advice on all 

areasol'pmperty lash key mukets. Webel eve personal itncractwti isactucial 

part of ensuringcvory diem is matched m t he proper y that rubs their nerds 

beat - bell commercial or resklent iai. 

Operating in loverionswhereoatrclients taredustobe, we providea worldwiJe 

service that is locally expert and globally connected. 

we believe that inspired teams naturally provide excellent and dedicated 

client sets ice. Therefore, we hove created a workplace where opinions are 

respected. whereeveryone is Invited toconrriMnetothesuccessofour business, 

and where they are rewarded for excellence. 

'I•he resull he that our peopleare mort• motivated, enauringyour experience 

with as lathe bear that It can be. Together, Knighl Frank and Newmark Knight 

Frank have n global plarform of more then 15.000 peopleacross 418 eMces in 

60coul1tfles. 

hnprrbntNWce 

9 Kolyhr Frank LLP20I7 Thhngon IFpubllshed foraoloral lnlormulob oblyaad-:.:'.-. ccrclled upon In anyw-Y.Although hlghnandardshavebeenntod lathe 
preparatfaofrheiBrOMatlon. analysb, vk sand pruivv,ion pnxvredin ibirree,: .,n,:ca;wnubiliryorliablliry whauoanrcan b:atta•Nal he Kotahr Prank LLP 
andNcwmarktnhtlu Frank for anybssordamagnroolianl frcm anynx•or Miser. ,. r: i:x M~rorticcanualsofrhitdvvumrnl. Matzos, report, lbb material 

u,lo not mccatanly rvjrrmtvrrbc rlrw.'ol Knight Frank LLPand NcwmarkKnitth,F.-.::, o pankvlar pmpanirorproKrs.Rtprodxerionol rhbrcpun in 
wholxxrir pan lroe, allcW wisher,, prior wrirrcuappeevalcrsughl PmnkLLpsed', m.-*.-zg,r FrabkrotM:f rmarattrmrenr eirhin which lrappnn. Knkhr 
Frank airier limned Ilabrbry parrom>hrp reglsrwM In hoxbnd with ranwered non:,,: of J.:S•rA. our rg lstcred oll,co 1555 aakararreer. Lowlon, W IU aeb, where 
Sou may teeter a hat of members names. 

this roper, sus Iesearcnnl and wrltran dunnx the pMod .flay re lure A„sesl 2Ul7. based o o eudeneeaod dart avallablo to knight Slant LLP and Newmark knlghl Crank 
at Ilie pmt. oaetsaumW In rile spots are in USdnlu rot, bll amwth rata•are In 1—i turrn.rviw re reawva ewhavge rareeal.aa. ,mark as mmaauered In this reins arc 
prlmaavwaxearkiny, rent.:, whercos eearc In at hergregmph:ea arc 1N.a-J -104.1 prinw aehlevaJ. 

NEWMARK0000216 

PX-3182, page 29 of 84



LARGE DEALS [)RIVE 
R(.)NG DARTER OF 

LE . . 
The Manhattan office market recorded 9.3 million square feet of 

leasing activity in the third quarter of 2017, a 6.3% increase from 

the third quarter of 2016. This year, 28.5 million square feet of 

space has been signed, with 37 deals signed over 100,000 

square feet. Fourteen of these were signed in the third quarter 

alone. This year-to-date leasing total is 5.1% above the 10-year 

average and up 4.2% from last year's total of 27.4 million square 

feet. Government and membership organizations signed three of 

the top four deals this quarter. 

Despite a drop in availability this quarter to 12.3%, Manhattan 

overall availability increased 80 basis points year-over-year. Over 

the past four quarters, there has been a net addition of 4.1 million 

square feet of available space, 69.8% of which has been 

sublease space. Consequently, Manhattan has posted net 

absorption of negative 2.8 million square feet year-to-date. 

While Manhattan overall asking rents have grown 4.7% per 

annum over the past five years, they have decreased 1.1% year-

over-year to $75.87/SF at the end of the third quarter. The 

addition of large blocks of space at competitively priced buildings 

and the rise of sublease space have contributed to the decline in 

the total average asking rent. 

TAMI tenants leased 12.7% of the total square footage signed 

this quarter, down from 16.4% in the third quarter of 2016. 

Amazon signed the largest TAMI deal of the quarter at 5 

Manhattan West on the Far West Side for 360,000 square feet. 

MacMillan Communications relocated from 175 Fifth Avenue into 

260,836 square feet at 120 Broadway. 

FIRE sector transactions accounted for 1.3 million square feet, or 

14.4% of the total square feet leased throughout this quarter. This 

is 12.6% less than was leased a year ago. Only two of the largest 

10 transactions this quarter were FIRE tenants. Morgan Stanley 

renewed and expanded into an additional 57,000 square feet of 

space for a total of 227,552 square feet at 1221 Avenue of the 

Americas. Guardian Life Insurance signed a deal to relocate into 

148,318 square feet of Coach's sublease space at 10 Hudson 

Yards. Additionally, the Stagwell Group, an investment firm, 

leased 83,955 square feet at 1 World Trade Center in an effort to 

consolidate its 14 subsidiaries. 

• Manhattan overall availability dropped 30 basis points as 
a result of large blocks leased this quarter in Midtown 
and Downtown. 

• Although Manhattan overall asking rents have grown 
4.7% per annum over the past five years, they have 
decreased 1.1% year-over-year in the third quarter. 

• Government tenants and membership organizations 
signed three of the top four deals this quarter—ranks 
typically held by TAMI and FIRE. 

Asking Rent and Availability 
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Average Asking Rent (Price/SF) Availability (%) 

Net Absorption 

Square Feet, Millions 
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_9 
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Ca rret Prior Year Ago 12 Month 
Quarter Quarter Period Forecast 

Total Inventory 448MSF 448MSF 443MSF 

Availability Rate 12.3% 12.6% 11.6% 4 

Quarterly Net Absorption 1,039,357 -434,570 -1,513,254 4 

Average Asking Rent $75.87 $76.07 $76.75 4 

Under Construction 13.9MSF 11.4MSF 11.1 MSF 41

Deliveries 71,000 221,720 120,413 
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Leasing Accelerates 
Midtown leasing totaled 5.9 million square feet, 20.0% above the 
10-year quarterly average and 2.0% higher than in the prior 
quarter. Seven of the largest 10 deals of the quarter occurred in 
Midtown. The Far West Side led all submarkets with 720,353 
square feet of net absorption, driven by four deals above 100,000 
square feet. This brings the total occupancy of the buildings on 
the Far West Side with an approximate completion date over the 
next five years to 76.5%. 

Of the seven blocks of space that came on the market in 
Manhattan, six were in Midtown. The largest was at 330 West 
42nd Street in the Times Square submarket, where a 661,960-
square-foot block came on the market, mostly because of 
1199SEIU United Healthcare Workers East and some smaller 
tenants vacating the property. In Times Square South, a 206,917-
square-foot block became available at 498 Seventh Avenue as a 
result of Liquidnet Holdings, which is reported to be looking at 
alternative spaces within the same submarket. 

Strong leasing outpaced the addition of large blocks, causing 
positive net absorption of 1.1 million square feet. This is on the 
heels of negative absorption in nine out of the previous 10 
quarters. 

Asking rents averaged $80.78/SF this quarter, down 100 basis 
points from the prior quarter and down 2.5% from last year. 

Average Asking Rent ($/SF) 
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Midtown -Midtown South Downtown 

Slow Leasing Drives Absorption Negative 
Leasing in Midtown South totaled 1.3 million square feet during the 
third quarter. This represents a 26.8% increase from the 1.0 million 
square feet leased in the third quarter of 2016 but is 43.9% below 
the 10-year quarterly leasing average. Only 15 deals above 20,000 
square feet occurred in Midtown South this quarter. 

While Midtown South remains the market with the lowest 
availability rate in Manhattan, 2.4 million square feet of space has 
hit the market over the past year, pushing availability up 310 basis 
points to 11.1%. Tepid leasing and an increase in availability 
pushed absorption to negative 488,441 square feet for the seventh 
consecutive quarter. 

Several notable tenants signed expansion deals in the third quarter. 
In the largest deal of the quarter, Group Nine Media renewed and 
expanded its space at 568 Broadway for 100,000 square feet. 
Square Space, a computer services website, expanded into an 
additional 49,705 square feet of space at 225 Varick Street. 
WeWork expanded its headquarters by 40,650 square feet at 115 
West 18th Street. Yelp, another major TAMI company, expanded 
by 39,565 square feet at 11 Madison Avenue. 

Midtown South asking rents rose 2.3% year-over-year to $74.26/SF 
this quarter, as a result of both new construction and spaces that 
became available in prime buildings. 

Availability Rate (%) 
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Government Tenants Dominate 
The Downtown market ended the quarter with 1.8 million square 
feet of leasing activity. This is 14.6% above the 10-year quarterly 
average and is 41.2% higher than leasing at this time last year. 
Three of the five largest deals that were signed in Manhattan during 
the quarter occurred Downtown. Availability decreased by 60 basis 
points quarter-over-quarter but increased by 150 basis points year-
over-year to end the quarter at 13.8%. Nevertheless, Downtown still 
has the largest availability of all the major markets, largely a result 
of the addition of 3 World Trade Center in the first quarter. 

Two of the top three deals were government agencies, which 
reflects the ongoing commitment of the government tenants that 
maintain major tenancy in this market. The New York City Housing 

Authority renewed its 461,000 square feet at 90 Church 
Street in the Downtown West submarket, and the New York 
City Department of Investigations expanded its space at 180 
Maiden Lane for a total of 276,000 square feet. Yet another 
government agency, the New York City Department of 
Sanitation, signed a deal to relocate out of 137 Centre Street 
into 72,180 square feet at 375 Pearl Street, which is currently 
under renovation. The Department of Sanitation will join the 
ranks of the Human Resources Administration and the 
Department of Finance, which have also signed leases to 
occupy portions of the old Verizon Building. 

Downtown average asking rents have consistently been 
increasing, shrinking the gap between it and the other 
markets. The average asking rent Downtown ended the 
quarter at $65.06/SF, 4.3% higher than at this time last year. 

Tenant Building Submarket Type Square Feet 

1199SEIU United Healthcare 498 Seventh Avenue Times Square South Direct New 580,000 

Amazon 5 Manhattan West Far West Side Direct New 360,000 

Accenture 1 Manhattan West Far West Side Direct New 250,000 

Morgan Stanley 1221 Avenue of the Americas Sixth Avenue/Rockefeller Center Direct Renewal 227,552 

Estee Lauder 767 Fifth Avenue Plaza District Direct Renewal 220.000 

Tenant Building 

Group Nine Media 568 Broadway 

Justworks Inc 601 West 26th Street 

Squarespace 225 Varick Street 

WeWork 115 West 18th Street 

Yelp 11 Madison Avenue 

Chelsea Sublease New 59,140 

Hudson Square/Meatpacking Direct Expansion 49,705 

Chelsea Direct New 40,650 

Flatiron/Union Square Direct Expansion 39,565 

Tenant BuUdmBuilding Submarket Type Square Feet 

New York City Housing Authority 90 Church Street Downtown West Direct Renewal 461,000 

New York City Dept. of Investigation 180 Maiden Lane Downtown East Direct New 276,000 

MacMillan Communications, Inc. 120 Broadway Downtown East Direct New 260,836 

WeWork 115 Broadway Downtown West Direct New 85,000 

Stagwell Group 1 World Trade Center Downtown West Direct New 83,955 

4 
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a tal Under Total Qtr YTD Direct S€ablet Total 
Inventory Construction Availability Absorption Absorption Asking Rent Asking Rent Asking Rent 

(SF) (SF) Rate (SF) (SF) (Price/SF) )Price/SE) (Pr€oa1SF) 

Midtown 279,714,060 10,154,170 12.2% 1,102,039 228,960 $82.73 $69.87 $80.78 

Eastside 24,315,048 90,505 10.3% 139,049 -187,226 $76.87 $61.54 $74.20 

Far West Side 6,576,361 6,000,000 8.3% 720,353 403,093 $106.23 NA $106.23 

Grand Central 45,782,051 2,576,665 13.6% 130,750 249,959 $77.61 $57.97 $74.91 

Murray Hill 7,837,204 8.4% -84,440 10,219 $57.69 $54.38 $56.90 

Park Avenue 26,294,031 670,000 12.1% 400,436 288,074 $112.50 $87.03 $105.93 

Penn Station 21,078,692 750,000 10.7% -174,474 -538,685 $66.23 $60.73 $65.44 

Plaza District 27,099,287 16.7% 32,585 -229,014 $115.14 $78.51 $112.04 

Sixth Ave/Rock Ctr. 44,989,557 11.4% 503,397 911,303 $84.42 $87.46 $84.99 

Times Square 14,803,805 13.0% -701,043 -441,272 $77.48 $61.81 $76.22 

Times Square South 35,334,092 13.3% 6,122 -338,898 $64.10 $53.11 $62.18 

Westside 25,603,932 67,000 9.2% 129,304 101,407 $69.36 $60.47 $68.76 

Midtown South 73,713,227 1,241,098 11.1% -488,441 -1,798,694 $75.07 $71.78 $74.26 

Chelsea 24,832,191 711,510 10.4% 187,861 -98,718 $72.06 $75.07 $72.91 

East Village 1,425,593 199,772 3.0% -14,283 -16,612 $50.89 NA $50.89 

Flatiron/Union Square 26,821,288 73,332 10.8% -670,300 -1,092,651 $73.23 $74.69 $73.40 

Hudson Square/Meatpacking 11,667,014 175,484 15.9% -10,566 -316,539 $85.16 $69.82 $79.62 

Noho/Soho 8,967,141 81,000 8.9% 18,847 -274,174 $71.08 $61.62 $67.12 

Downtown 94,938,958 2,500,000 13.8% 425,759 -1,297,764 $66.42 $51.69 $65.06 

Downtown East 49,828,327 11.9% 428,462 121,371 $58.20 $47.24 $57.21 

Downtown West 36,504,641 2,500,000 16.9% -91,866 -1,668,865 $73.61 $55.00 $71.63 

Tribeca/City Hall 8,605,990 11.5% 89,163 249,730 $69.66 $61.18 $69.55 

Manhattan 448,139,207 13,895,268 12.3% 1,039,357 -2,867,498 $77.35 $67.42 $75.87 

4 
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:CONOMiC CONDITIONS 
New York City's unemployment rate increased to 5.1% in August 
2017, rising just above the full employment rate (generally 
considered to be 5.0%) for the first time since the fourth quarter of 
2016, and above the U.S. rate. However, the current rate remains 
below last year's rate of 5.5%. 

The New York City payroll employment continued to rise through 
August 2017, growing 2.1% over the past year to reach 4.41 million 
jobs. The growth came mostly as a result of the private sector, 
adding 89,000 jobs, while the government sector only added 500 
jobs comparatively. 

The education sector experienced the strongest growth percentage 
over the year with a growth of 8.6%. Professional and Business 
services employment grew by 3.7% over the past year, while the 
financial sector employment saw a modest grow of 0.9%. Information 
employment saw a net loss of 5,000 jobs, a 2.5% decrease. 

Seasonally Adjusted 

-United States New York City 

Source: U.S. Bureau of Labor Statistics 

All Items, 12-Month % Change, Not Seasonally Adjusted, 

United States New York-Northern NJ-Long Island 

Source: U.S. Bureau of Labor Statistics 

New York City, August 2017 
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Total Nonfarm, Not Seasonally Adjusted, 12-Month % Change 
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New York City, August 2017, 12-Month % Change, Not Seasonally Adjusted 

Total 
Manufacturing ttttt 

Construction 
Trade/Transportation/Utilities 

Information 
Financial Activities 

Prof & Bus Services 
Education tttt 

Health tvvvvvvvvsitttt 
Leisure/Hospitality 

Other Services 
Government 

-4.0% -2.0% 0.0% 2.0% 4.0% 6.0% 8.0% 10.0% 
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Newmark Knight Frank has implemented a proprietary database and our tracking methodology has been 
revised. With this expansion and refinement in our data, there may be adjustments in historical statistics 
including availability, asking rents, absorption and effective rents. 

Newmark Knight Frank Research Reports are also available at www.ngkf.com/research 

All information contained in this publication is derived from sources that are deemed to be reliable. However, 
Newmark Knight Frank (NKF) has not verified any such information, and the same constitutes the statements and 
representations only of the source thereof, and not of NKF. Any recipient of this publication should independently 

information information that be to decision that in verify such and all other may material any recipient may make 
response to this publication, and should consult with professionals of the recipient's choice with regard to all aspects 

,}'t e" Y > > r.1~~.:1E.~~.1` ;3~1CS3 ~ of that decision, including its legal, financial, and tax aspects and implications. 9 p p 

pup SU5tSkISbLY Any recipient of this publication may not, without the prior written approval of NKF, distribute, disseminate, publish, 
transmit, copy, broadcast, upload, download, or in any other way reproduce this publication or any of the information 
t contains. 
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KEY TAKEAWAYS 

Midtown leasing is lower by 14.0% year-over-year with 39.3% of activity driven by the ten largest deals of the quarter. Downtown 
activity in the first half of the year was the strongest total in three years. 

TAMI employment growth since 2010 has outpaced FIRE and Healthcare, but total employment is 25% below FIRE; 
Healthcare has added the most jobs over the past 10 years. 

Availability has consistently increased over the past two quarters with the highest rates in the most active submarkets — Far West 
Side, Downtown West and Plaza District. Midtown South sublease availability has grown considerably in the past twelve months. 

Asking rent growth moderated in Midtown and Midtown South. Taking rents continue to rise at the expense of net 
effective's as landlords are delivering more concessions to tenants. 

The development of high-priced, boutique and large-scale assets continued, which has resulted in the trophy relocation 
market outpacing 2016. 

Approximately 14.2 million square feet of development projects are scheduled for completion by 2021 with another 15.5 
million square feet in the planning stages. 

Modest declines in Brooklyn availability occurred for the first time in a year as leasing outpaced the amount of space added to 
the market. Asking rents declined quarter-over-quarter for the first time in nearly four years as availability continues to rise. 
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MIDTOJVN MARKET OVERVIEW 

While leasing activity is lower by 14.0% year-over-year, sizable transactions continue to occur as 40.0% of activity was driven by the ten largest deals of the quarter. 

Leasing Activity 
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Top Deals Address SF Lease Type 

BlackRock, Inc. 50 Hudson Yards 847,000 Direct New 

HSBC Bank 452 Fifth Avenue 548,000 Renewal 

JP Morgan Chase Digital Media 5 Manhattan West 306,000 Expansion 

Mizuho Corporate Bank 
1271 Avenue of the 

148,000 Direct New 
Americas 

Deloitte LLP 
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Americas 
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MDTO/N( SOUTH MARKET OVERVIEW 

Availability has increased consistently since fourth quarter 2015 as leasing activity has not kept pace with the addition of new space. 

Leasing Activity 
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Top Deals Address SF Lease Type 

Aetna Life Insurance 61 Ninth Avenue 145,000 Direct New 

M.A.C. Cosmetics 233 Spring Street 86,000 Direct New 

Facebook 225 Park Avenue South 57,011 Expansion 

Sequin 601 West 26th Street 65,000 Direct New 

Harry's 75 Varick Street 61,611 Direct New 
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DOWNTOWN MARKET OVERVIEW 

Downtown leasing activity in the first half of the year was the strongest total in three years and was the only Manhattan market that had a second quarter decline in availability. 

Leasing Activity 
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Top Deals Address SF Lease Type 
New York City Human 375 Pearl Street 193,821 Direct New 

Resources Administration 

Spotify 4 World Trade Center 100,936 Expansion 

Business Insider 1 Liberty Plaza 90,000 Direct New 

Sanctuary for Families 120 Broadway 50,734 Direct New 

Pace University 110 William Street 35,988 Direct New 

Availability and Vacancy Rates 40% 

28% 35% 

24% 30% 

20% 25% 

16% 14.4% 
20% 

0 12 0 9.6% 15% 

4% 
5% 

0% ......~ ....:....:.... .... .... .......................7...7....x.... ... ....,....;............,...,...,...........7...7...7............;....,....,....,....,....,....,....,............. 

2Q07 2Q09 2Q11 2Q13 2Q15 2Q17 0% 

Availability (%) Vacancy (%) 

Number of Deals by Taking Rent 
Direct Deals with Five-Year Terms and Longer 

$40s $50s $60s $70s 

CONFIDENTIAL NEWMARK0000242 
PX-3182, page 40 of 84



SUBLEASETRENDS

Sublease availabilityincreased in all three markets, with Midtown South sublease percentage growing 380 basis points as several blocks became available in Hudson Square. 
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RENTAL RATE TRENDS 

Asking rent growth moderated in Midtown and Midtown South. Taking rents continue to rise at the expense of net effective's as landlords are delivering more concessions to tenants. 

Asking Rent Trends 
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Net Effective Rent Trends 
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MT 5.1% -1.4% MT 6.1% 5.0% MT 3.9% -0.9% 

MTS 8.6% 1.8% MTS 10.5% 13.0% MTS 8.0% 7.3% 

DT 7.4% 4.3% DT 8.1% 15.3% DT 6.1% 15.3% 

*Base Taking and Net Effective rents base on Direct Deals with 5+ year term length 
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