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Letter From Our Director

With the building boom in the Financial District bringing more high-end luxury apartments to downtown
Manhattan in 2008, the southernmost section of the borough is on the cusp of being transformed into a
veritable 24-hour entertainment, shopping and living destination.

During the first three quarters of 2008, rents were at historical highs due to this increased inventory and
the desirability of the more spacious apartments available in downtown Manhattan. However, the
financial crisis that erupted during the fourth quarter caused rents to fall sharply.

As the rental market declined with the financial sector, the Financial District has seen notable increases
in concessions being offered by all landlords. For the first time in years, landlords are offering renters
incentives ranging from free rent to waiving security deposits to covering broker fees. On average,
renters at the end of year saw concessions totaling about 2.5 months (split between paid commission
and free month’s rent). Despite overall increases in the gross rents of apartments in the beginning of the
year, many renters are now receiving great deals and lower net effective rents.

Given the state of the economy, we still believe the Financial District to be a viable market for renters
looking for a fast growing neighborhood that offers new developments, larger apartments and
negotiable rental rates.

Daniel Hedaya
Director of Leasing & Management




Average Rent | Price per SF # of Units % Change

Studio 499 $ 2,299.21 $ 55.30 179 41% 9.90%

8 Studio w/ HO 674 $ 2,808.08 S 49.97 60 14% 6.86%
3 1 Bedroom 666 $ 3,058.47 $ 55.08 131 30% 10.89%
2 Bedroom 971 $ 4,280.10 S 52.84 71 15% 9.98%

Rental Market Shows Increase Through 2008

Despite fourth quarter impacts from the financial sector, the rental market showed an increase in the

average size of units across the board. Studios showed the most significant change with a 6.69%
increase up from last year, while 2-bedrooms showed more modest gains of 3.26%. With the opening of
three new buildings offering spacious layouts, the Financial District continues to offer loft-like residences
with more space than other popular residential neighborhoods such as Chelsea and Murray Hill. It is
important to note that despite increased gross rents, in light of the weakening financial sector in the last
quarter, developers felt more compelled to offer concessions in the form of free month’s rent, owner-
paid commissions, and moving bonuses to secure new leases.

_ Vacancy Rates Increase with Surge of

New Development

With the increased market size in the Financial District, the

neighborhood has seen an increased overall vacancy rate.

Vacancy Rate 2007

Due mostly to the new development opening this year with

over 1200 units brought to the market, as well as the recent

Vacancy Rate 2008 2.28% | events surrounding the financial sector landlords were forced
to offer incentives to increase the demand on these buildings.

While the general vacancy rate in the FiDi rose to 2.28% this year, vacancy rates are projected to rise in
the first quarter of 2009 until the inventory is absorbed during the second and third quarters.




One Bedroom Apartments
Consume Market

Smaller apartments comprised the majority
of the transactions this year with one
bedrooms and studios comprising almost
70% of all transactions. Smaller apartments
saw increasing demand toward the latter
end of the year as renters were forced to
cut back on spending for housing with the
loss of jobs and effects of the financial
market. Sharing apartments and erecting
pressurized walls became increasingly
demanding as well.

Size of Apartments Increase
Across the Board

One of the more interesting finds of this
year’s market report was the increase in the
average square footages of all apartments.
Studios showed the greatest increase of all
unit sizes with almost 10% more space
offered in 2008 versus 2007. Many of the
new developments offered large open lofts,
which was the main motivating factor for
this increase.

Studios Show Large Increases,
2 Bedrooms Still Moderately
Priced

With the increased size of studios, the asking
rental price has been elevated from last year
to $2453.08. The most modest increase in
apartment rents was in the two-bedroom
category which increased just 3.26% to
$4419.45 from last year’s average rent of
$4280.10.

Types of Apartments

Average Square Footage
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Average Rental Prices
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Studio Studio w/ HO 1 Bedroom 2 Bedroom

m 2007 $2,299.21 $2,808.08 $3,058.47 $4,280.10

= 2008 $2,453.08 $2,980.63 $3,163.93 $4,419.45
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Despite the increased size of apartments, the average price per square foot has declined or increased
minimally in almost every category of apartment showing that there are still some great values in the
FiDi. Inflated rents were directly related to the size of apartments allowing for a similar price per square

foot for apartments across the board.
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by the West Side Highway, the FDR Drive, Fulton Street and Battery Park. Luxury doorman buildings containing

over 6,685 rental apartment units participated in this survey. Data represents best available information derived,
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