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Office Market
With both the National and State economies feeling the pressures of weakening market conditions, it is no surprise 
that the New Jersey office market has slowed to an extent through the first half of 2008. In the first quarter of 2008 
negative 171,000 sf of net absorption was recorded, which was far from the positive 545,000 sf of net absorption 
exhibited in the first quarter of 2007. Moreover, the first half absorption figure for 2008 was 159,000 sf, which was 
roughly 725,000 sf less than the figure recorded in the first half of 2007. A few of the more significant leases signed 
in the first half of 2008 include the 112,000 sf lease that Johnson & Johnson executed at 23 Orchard Road in Mont-
gomery, the 101,000 sf deal that AXA Equitable Life Insurance agreed to at 500 Plaza Drive in Secaucus and the 
59,000 sf lease renewal that Advanced Health Media signed at 2840 Morris Ave in Union.

With regard to the investment side of the NJ office market, total transaction volume has decreased dramatically over 
the first six months of the past four years. Moreover, the total sales volume for all transactions priced $1,000,000 
and greater over the first six months of 2005, 2006, 2007 and 2008 were $1,964,000,000, $1,034,000,000, 
$981,000,000 and $644,000,000, respectively. Even though the first half sales volume has decreased approximately 
34% over the past year, the median price/sf increased $17.48/sf compared to the figure recorded in 2007 and as of 
the second quarter of 2008, the median price/sf resided at $176.92/sf. The previous statistic indicates that investors 
have become more risk averse and have consummated a higher proportion of transactions in primary as opposed 
to secondary and tertiary markets. Significant recent sale transactions include the $120,000,000 ($238/sf) portfolio 
that Normandy Real Estate Partners purchased from Advance Realty Group, the Fort Lee Executive Park, which sold 
for $86,200,000 ($141/sf) to Joseph Chetrit and the 52,000,000 ($297/sf) sale of 200 Kimball Drive, which sold to 
Principal Real Estate Investors.  

On a National level, the unemployment rate in June of 2008 was 5.5%, which was the highest figure since October 
of 2004. On a State level, the unemployment rate in June of 2008 was 5.3%, which was 110 basis points higher than 
the unemployment rate one year prior. Moreover, according to the New Jersey Department of Labor and Workforce 
Development, the financial sector alone has lost approximately 8,400 jobs from June of 2007 through June of 2008. 
In terms of inflation, the 12 month change in CPI recorded in June of 2008 was 4.9%, which is the highest figure 
since May of 1991. Therefore, with both unemployment and inflation on the rise, most tenants in the office market 
are watching their budgets closely and are hesitant to expand or relocate until a more promising economic landscape 
presents itself. Thus, continued weakness in the NJ office market is expected through the second half of 2008.  

industrial Market
Based on corporate consolidations and the uncertainty surrounding the future path of the economy, the New 
Jersey industrial market experienced weakness through the first half of 2008. In terms of net absorption, negative 
2,600,000 sf was recorded in the second quarter of 2008, which more than wipes out the positive 2,234,000 sf of 
net absorption exhibited in the first quarter of 2008. Moreover, the net absorption figure posted in the second quar-
ter of 2008 marks the weakest quarterly total since the first quarter of 2002. With regard the availability rate, the 
second quarter of 2008 posted a figure of 7.3%, which was the highest rate since the second quarter of 2002. On 
a different note, a few the of more significant lease transactions through the first half of 2008 include the 239,161 
sf lease signed by Quebecor World Logistics at the AMB Franklin Commerce Center, the 256,390 sf deal agreed to 
by VSE Corporation at 111 Herrod Blvd and the 225,029 sf lease signed by APA Logistics at 150 Pulaski St.

With respect to sales volume for transactions priced above $1,000,000, the first half of 2008 exhibited $807,047,644 
in total transaction volume, which was approximately $144,500,000 less than the total transaction volume recorded 
during the first half of 2007. Despite the drop in overall sales volume, the median price per sf still managed to 
increase $1.11/sf over the course of the past year to settle at $86.67/sf. In terms of cap rates, the median cap 
rate recorded during the first half of 2008 was 7.29%, which was 24 basis points higher than the median cap rate 
registered during the first half of 2007. Moreover, 2008 marks the first time in 6 years that cap rates have actually 
increased and it appears that the previous trend of cap rate compression has now reversed itself. The more notewor-
thy transactions recorded in the first half of 2008 include the $79,253,130 ($73/sf) sale of 380 Middlesex Ave, which 
sold to KTR, The High Street Industrial Portfolio, which sold to Pearl Court Investors for $76,660,000 ($103/sf) and 
the $20,237,100 ($75/sf) sale of 365 S Randolphville Rd, which sold to Digital Realty Trust.

Looking ahead to the second half of 2008, there is no doubt that challenges will be encountered. In June of 2008, 
according to the New Jersey Department of Labor and Workforce Development, the total nonfarm payroll over 
the previous 12 month period decreased by 14,700 jobs. Moreover, the manufacturing, trade, transportation and 
Utilities sectors lost 16,100 jobs over the same timeframe. Thus, there is no question that the demand side of the 
market is currently contracting. Looking at the supply side of the market, approximately 2,300,000 sf of space has 
been delivered through the first half of 2008. Also, approximately 2,800,000 sf of space is currently under construc-
tion, which is the lowest total since the third quarter of 2003. On a positive note, the supply side should not further 
exacerbate the market in the short term. In conclusion, the key figure to focus on in the months ahead is inflation.  
As of June of 2008 the 12 month percentage change in the Consumer Price Index was 4.9%, which is beyond the 
Federal Reserve’s inflation threshold. Moreover, if the Federal Reserve is able to properly curb inflation in the third 
quarter of 2008 the duration of the current market turbulence should shorten.

New Jersey Market Overview
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4th Quarter 2014 Office Update
According to CoStar Group’s 4th Quarter 2014 market data, the Northern New Jersey office market vacancy rate 
was reported at 14.0% at the end of the quarter.  The vacancy rate is down from the previous quarter of 14.1% 
at the end of the 3rd quarter 2014. Class A office space reported a vacancy of 16.5% at the end of the 4th quar-
ter, which the same as the vacancy rate at the end of the 3rd quarter of 2014.  Class B space reported a vacancy 
rate of 14.3% at the end of the 3rd quarter, a slight increase from the 3rd quarter 2014 rate of 14.2%. The vacant 
sublease space increased at the end of the 4th quarter 2014 to 1,762,641 square feet from 1,689,287 square feet 
at the end of the 3rd quarter 2014. 

The office sector ended the 4th quarter with a net absorption of positive 1,318,543 square feet.  This compares 
to negative 112,506 square feet in the 3rd quarter 2014, positive 1,990,179 square feet in the 2nd quarter 2014, 
and positive 270,115 square feet in the 1st quarter 2014.  According to CoStar, Class A office space reported a 
net absorption of positive 1,175,412 square feet in the 4th quarter of 2014, compared to positive 476,249 square 
feet in the 3rd quarter 2014.  The Class B office sector reported a net absorption of negative 97,846 square feet 
in the 4th quarter 2014, compared to a negative 746,189 square feet in the 3rd quarter 2014.  

With regard to delivery and construction, 7 buildings totaling 
1,002,581 square feet were completed in the Northern New  
Jersey market area in the 4th quarter 2014.  This compares 
to 6 buildings totaling 145,706 square feet in the 3rd quarter 
2014.  Additionally, according to CoStar, there were 1,125,795 
square feet of office space under construction at the end of 
the 4th quarter 2014.
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According to CoStar Group, total office inventory in the Northern New Jersey market totaled 359,062,777 
square feet in 16,289 buildings at the end of the 4th quarter 2014.  Total Class A office properties consisted 
of 158,455,079 square feet and the Class B office sector reported 119,172,662 square feet.  

According to CoStar, the average rental rate was $23.84 per 
square foot at the end of the 4th quarter 2014.  This  
reflected a 1% decrease compared to quoted rental rates at 
the end of the 3rd quarter in 2014, when rental rates were 
reported at $23.61.  The average rental rate for Class A space 
was $27.33 per square foot at the end of the 4th quarter 
2014, and the average rental rate for Class B space was 
$21.74 per square foot.

In terms of sale activity, total year-to-date office building sales 
activity of buildings 15,000 square feet or above fell in dollar 
volume at the end of the 3rd quarter 2014 compared to the 
2nd quarter 2014.  In the 3rd quarter, CoStar reported 25 office  
transactions closed with a total volume of $354,791,602 with 
an average price per square foot of $141.73.  In the 2nd quar-
ter 2014, there were 31 transactions totaling $952,765,000 and 
average price per square foot of $178.58.   
Cap rates have been lower in 2014, with an average of 7.21%  
compared to an average of 7.54% during 2013.
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According to CoStar Group’s 4th quarter 2014 market data, the Northern New Jersey industrial market ended 
the quarter with a vacancy rate of 8.1%.  This vacancy rate decreased from the end of the 3rd quarter 2014 rate 
of 8.3%. Flex projects reported a 13.9% vacancy rate in the 4th quarter 2014, which is a decrease from a 14.2% 
rate at the end of the 3rd quarter 2014.  Warehouse projects had a vacancy rate of 7.7%, a decrease from the 3rd 
quarter 2014 rate of 8.0%.  Sublease vacancy decreased to 2,273,926 square feet in the 4th quarter 2014.

According to CoStar Group, net absorption was positive 3,090,609 square feet for the 4th quarter 2014.  This 
compares to positive 3,781,996 square feet in the 3rd quarter 2014, and positive 1,166,067 square feet in the 
2nd quarter 2014.   The CoStar Group also reported total industrial inventory in the Northern New Jersey mar-
ket totaled 805,369,476 square feet in 17,312 buildings at the end of the 4th quarter 2014.  Total flex properties 
consisted of 56,063,006 square feet and the warehouse sector consisted of 749,306,470 square feet in 15,843 
buildings.  

With regard to delivery and construction, there was nine  buildings completed in the 3rd quarter 2014.  This 
compares to four buildings completed in the 1st quarter 2014.  There were 2,668,553 square feet under con-
struction at the end of the 3rd quarter 2014.
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In terms of sale activity, total year-to-date industrial building sales activity in 2014 fell compared to 2013.  
There were 68 industrial sales transactions in the 3rd quarter 2014 with a total volume of $447,662,432.  The 
price per square foot averaged $64.38.  Cap rates have been lower in 2014, with a 7.28% average.  This com-
pares to an average cap rate of 7.88% in the same time period last year.  

According to CoStar Group, average rental rates at the end of the 4th quarter 2014 were $6.04 per square 
foot; this number represents a 0.2% increase from the end of the 3rd quarter 2014 when rental rates were 
$6.03 per square foot.  Average rental rates from flex properties were $12.02 per square foot in the 4th 
quarter 2014, compared to $12.48  per square foot in the 3rd quarter. 
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4th Quarter 2014 Retail Update
According to CoStar Group’s 3rd quarter 2014 market data, the Northern New Jersey retail market vacancy rate 
fell to 5.6% at the end of the quarter.  The amount of sublease space vacancy has decreased over the past four 
quarters.  At the end of the 1st quarter 2014 there were 393,309 square feet of vacant sublease space.  Currently 
there are 385,183 square feet vacant. 
  
The retail sector ended the 4th quarter 2014 with a net absorption rate of positive 1,078,705 square feet, ac-
cording to CoStar Group.  This compares to a positive 1,298,266 square feet of net absorption in 3rd quarter 
2014 and a positive 435,096 square feet in the 2nd quarter of 2014.  

According to CoStar Group, total retail inventory in 
the Northern/Central New Jersey market totaled 
361,289,429 square feet in 34,462 buildings and 2023 
centers at the end of the 4th quarter 2014.  

With regard to delivery and construction, 11 buildings  
totaling 241,770 square feet were completed in the 
Northern New Jersey market area in the 4th quarter 
2014.  According to CoStar Group, a total of 1,078,561 
square feet of retail space has been built in Northern/
Central New Jersey over the past four quarters.  There 
were 5,093,959 square feet of retail space under con-
struction at the end of the 4th quarter 2014.
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In terms of sale activity, total year-to-date retail building sales activity of buildings 15,000 square feet and up 
rose in dollar volume during the 3rd quarter 2014 compared to the 2nd quarter 2014.  In the 3rd quarter, CoStar 
reported 22 retail transactions closed with a total volume of $142,310,872.  There were 19 retail sales trans-
actions in the 2nd quarter 2014 for a total volume of $78,796,000.  Also, the price per square foot averaged 
$132.37 in 3rd quarter 2014, compared to a price per square foot of $111.07 in the 2nd quarter.
 
According to CoStar, the average rental rate was $19.94 per square foot at the end of the 4th quarter 2014.  This 
compares to the quoted rental rate of $19.93 per square foot at the end of the 3rd quarter 2014. 


