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BY JAMES KELLY

With job losses announced and 
more predicted in the financial 
services industry and at busi-

nesses hit by its fallout, New York is seeing a 
citywide slowdown in office leasing activity 
that could last as long as 18 to 24 months, ac-
cording to some experts. 
 But as direct leasing deals have become 
sparse, many commercial brokerages are 
turning to the type of deals that may become 
much more prevalent in coming months: 
subleases. 
 “Part of being successful in this business 
is being able to see ahead, and adjusting your 
business model to the changing market con-
ditions,” said Bob Stella, Cresa Partners ex-
ecutive vice president. “You will probably see 
a little more disposition work for firms that 
are putting space on the market. Tenants are 
contracting rather than expanding.”
 Sublease space accounted for 4.8 million 
square feet, or 32 percent of the available 
Class A office space in Manhattan in April. 
This figure is up from 28 percent at the end 
of the first quarter and 25 percent at the end 
of the fourth quarter of 2007. 
 A tally of unused space held by several big 
financial service tenants, calculated by Stella, 
estimates there is anywhere from 4 to 5 mil-
lion square feet held by Citibank, Morgan 
Stanley and Lehman Bros. that could eventu-

ally come on the market as sublease space.
 Large tenants will often keep this “shadow 
space,” as Stella calls it, in their portfolios, 
holding onto the space so it is available to 
them in a more expensive market once the 
economy rebounds. 
 But this may soon change.
 “Major financial institutions are finally 
starting to reassess what their space needs 
are going to be over the next two to three 
years,” said Peter Kozel, head of research at 
Newmark Knight Frank.
 Sublease rent can be anywhere from 15 
to 50 percent lower than a direct lease at the 
same property, according to Andrew Wilkes, 
an associate broker at GVA Williams.
 “Tenants who sublet are not in the mar-
ket to make money; they’re not investors, 
they’re just looking to cut their losses,” Stella 
said. “They don’t have a benchmark [rent] 
to meet to have a certain cash flow, the way a 
landlord does.”
 In an extreme example, a 10,000-square-
foot space at 450 Park Avenue that Wilkes is 
brokering for the direct tenant, PNC Bank, 
has an asking rent of half the building’s ask-
ing rent for direct space.
 PNC Bank is also subletting 21,000 
square feet on four floors at Heron Tower, 
located at 70 East 55th Street.
 In May, Crain’s reported that communi-
cations service provider British Telecom sub-

leased 63,000 square feet at the New York 
Times Building from asset management 
company ClearBridge Advisors for around 
$95 per square foot. Direct rents at Forest 
City Ratner’s recently completed office tower 
are well above $100 per square foot.
 Wilkes noted that PNC Bank is not down-
sizing, but reshuffling its space in three build-
ings, with a net result of an increase from 
32,000 to 40,000 square feet of offices.
 Factors that affect the amount of discount 
for a sublease include how recently the space 
was built out and the amount of time left on 
the direct tenant’s lease. If the tenant in place 
only has two years left, for example, it’s a less 
attractive deal, because once that contract 
terminates, the subleaser will have to renew 
for the full, direct lease rent. They also carry 

the risk the landlord will not renew.
 The building owner must approve any 
sublease deal, and will often veto the sublease 
if they believe the direct tenant’s asking rent 
is too high, or if they have a creditworthy ten-
ant in place that they would rather not lose, 
Wilkes said.
 “It’s probably the most complicated type 
of lease agreement,” Wilkes said. “Because 
there are so many entities you have to satisfy.” 
In most cases, each party is represented by its 
own broker.
 While large financial institutions are seen 
as the most likely to put sublease space on the 
market, brokers predict that small tenants 
— those looking for less than 10,000 square 
feet — will be the hungriest for the space.
 Kozel said that small high-end private  
equity firms and hedge funds have the poten-
tial to expand in this market.
 Brokers say they will also target firms that 
deal with employment issues to fill space. 
 “As people get laid off, we’ve seen a lot of 
recruiting, human resources and consulting 
firms looking for space,” Wilkes said.  TRD

Commercial brokerages turn to subleasing as bigger part of business

Class A sublease availability
                                                 Sublease space available in sq ft         Percent of total available space

Manhattan

April ’08*

End of Q1 ’08

End of Q4 ’07

End of Q3 ’07

End of Q2 ’07

End of Q1 ’07

4,800,581

3,662,164

3,041,403

3,196,217

3,646,232

4,310,342

32.1%

28.0%

25.2%

26.7%

30.4%

31.0%

*Figures not yet available for Q2 ’08.  Source: Colliers ABR

BY LAUREN ELKIES

New developments that court foreign 
buyers are more aggressively tailor-
ing marketing materials and pre-

sentations to those buyers’ needs.
Sales offices are translating marketing 

materials and Web site content into multiple 
languages, hiring staff fluent in more than 
one foreign language and providing sensi-
tivity training to brokers to avoid offending 
overseas buyers.

For buyers who do not speak English as 
a first language, the Platinum condo has 
translated marketing materials into Span-
ish, Italian, French, Korean and Japanese for 
distribution and Web site posting, said Mar-
keting Directors’ Carolyn Sebba, director of 
sales at the project at 247 West 46th Street. 
In addition, there is one broker who speaks 
Spanish and another who is fluent in French. 
That was not why they were hired, Sebba 
said, but “it’s coming in very handy.”

Marketing Directors also uses etiquette 
memos to help agents learn about working 
with buyers from other countries.

The memos “educate us on various cul-

Wooing buyers from overseas
New developments target foreigners in their own languages

tural do’s and don’ts so we don’t offend any-
one,” Sebba said.

American Properties Realty is among 
those targeting the Asian market. It recent-
ly launched a virtual tour in Korean for its 
Bellaire development in Demarest, N.J. Tar-
ragon Corp., a developer, is devoting adver-
tising dollars to Asian publications. Tarra-
gon has brokers who are fluent in Korean on 
staff at two New Jersey developments: Trio 

in Palisades Park and One Hudson 
Park in Edgewater.

David Perry, director of sales for 
developer the Clarett Group, said  
that hiring multilingual agents has 
garnered business “because people 
are more comfortable hearing an ex-
planation in their own language.”

Clifford Finn, director of new de-
velopment marketing at Citi Habi-
tats, said that while he has bilingual 
agents working at many sites and will 
sometimes have floor plan dimen-
sions converted into the metric sys-
tem, such measures do not necessar-
ily increase sales. 

What does increase sales, howev-
er, is “advertising in foreign marketplaces,” 
Finn said, which he does.

Running an international marketing 
company, Rodrigo Niño knows how to ca-
ter to foreign buyers — through foreign bro-
kers. The president of Prodigy International, 
which is exclusively marketing Trump Soho 
Hotel Condominium and co-exclusively 
marketing the William Beaver House, edu-

cates international brokers on their home 
turf, brings them to the project site and sends 
them home to work with local buyers.

Since there is a contingent of New York 
City buyers who do not speak English, he has 
marketing materials translated into many 
different languages and a staff speaking 11 
or 12 different languages.

“There is an incredible amount of sophis-
ticated buyers from Spain that don’t speak a 
word of English. Same thing happens with 
Italy and France,” said Niño, who planned 
to move his headquarters to New York City 
from Miami by this month.

Patricia Cliff, senior vice president and 
director of European sales at the Corcoran 
Group, has found such efforts unnecessary. 
Her buyers, on the high end of the spectrum, 
are generally conversant in English.

Earlier this year, she wrote a guide to buy-
ing New York real estate for international 
buyers, albeit in English. Besides that, she 
only caters to foreign-language buyers by 
translating square feet to meters, but she 
doesn’t do that very often.  

The bottom line is, she said, “I haven’t 
found anyone doing handstands to accom-
modate foreign buyers.”  TRD

Rodrigo Niño of Prodigy Interna-
tional has a staff that can speak 
about a dozen languages.


