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The positives of the current economic landscape include robust construction, jobs, and travel, offset by the negatives 

of rising gas prices, supply chain issues, and scaled back investment from overseas and venture capital. A recession 

seems likely, but it’s too soon to predict how drastic and how long it will last. This uncertainty could hinder companies 

that are working to establish a clear way forward with a hybrid workplace model and prolong a wait-and-see approach 

to leasing new office space.



News of more companies adopting the hybrid workplace model seems to be increasing, but the commercial real 

estate sector was already moving toward hybrid work, albeit at a very slow pace. The pandemic compressed that 

timeline. The office space rightsizing in 2008, as companies evaluated space usage and how people work, was a 

precursor to the hybrid workplace model.
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National Employment

New York City overall employment  lagged the US partly due to a slower pace of return to the office and employers further 

evaluating how to manage the implementation of hybrid models long term. Kastle Systems, which has been tracking the 

occupancy of the Top 10 US markets since the beginning of the pandemic, reported that New York occupancy is over 40% for 

the first time since March 2020 at 42% while the current US average is 44%.  

Additional job gains in June pushed up US employment to near pre-pandemic levels indicating hiring needs may outweigh 

recession concerns.   


Source: BLS; St. Louis Fed

New York City Employment

All Employees: Total Nonfarm in New York City



Midtown South

Following the trend of lack of clarity 

around returning to the office, the 

availability rate ticked up further to 16.3% 

overall at the mid-year mark. Layoffs also 

impacted this trend as companies 

reexamine space needs and put unneeded 

space onto the sublease market.  



Asking rents in Midtown South overall have 

begun to achieve pre-pandemic levels, 

ending mid year at $77.50 per square foot 

per year (psf/yr). This increase was driven 

by commitments to new construction 

projects such as 66 Hudson Boulevard 

East, aka The Spiral, which has an average 

asking rent of over $95 psf/yr.


Available space at the 

neighborhood level varied as 

much as the areas themselves. 

In Penn Plaza, there are 

currently 17.2 million square feet 

(msf) on the market, led by 

nearly 800,000 square feet (sf) 

of space at 350 Fifth Avenue, 

aka the Empire State Building. 

Chelsea availability was driven 

by large blocks such as 125,000 

sf available at 122 Fifth Avenue.

Available Space

Overall Availability and Asking Rent
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Historically, sublease space in Midtown 

South is significantly discounted 

compared with direct space, with a 

difference of approximately 25%. As of 

mid year, the difference at the 

neighborhood level was less than half 

that at 11.1% and in one case sublet rents 

slightly exceeded direct rents. The largest 

gap between the two was in Greenwich 

Village at 30.5% ($90.34 psf/yr vs. $62.71 

psf/yr, respectively). At the opposite end 

of the spectrum, sublet rents in Murray 

Hill, at $58.79 psf/yr, were $0.34 psf/yr 

higher than direct average asking rents.


Direct vs. Sublease Rents

In the first half of 2022, there were over 4.9 msf leased in 

Midtown South. Notably, of the top five transactions, 

three were at 66 Hudson Boulevard East (aka The 

Spiral), with major commitments from HSBC (263,875 

sf), Turner Construction (87,000 sf), and New York-

Presbyterian (74,000 sf). The Spiral is now 70% pre-

leased ahead of its opening later this year. Rounding out 

the top five transactions at the mid-year point were two 

large renewals for Tiffany & Company, who renewed for 

287,393 sf at 200 Fifth Avenue and Tory Burch, who 

renewed for 130,000 sf at 11 West 19th Street.


Leasing Activity

Notable Transactions
Source: Raise

Tenant Address Leased SF Lease Type

Tiffany & Company 200 Fifth Avenue 287,393 Renewal

HSBC 66 Hudson Blvd East 263,875 Relocation

Tory Burch 11 West 19th Street 130,000 Renewal

Turner Construction 66 Hudson Blvd East 87,000 Relocation

New York - Presbyterian 66 Hudson Blvd East 74,000 Relocation

Source: Raise

Source: Raise



Outlook 
If companies had surveyed employees in 2018 to gauge the desire of a hybrid schedule, and on-site employees were viewed  

the same as off-site employees, the results would likely be the same as they are now. Employees now expect flexibility and for 

that reason, 81% of companies are adopting a hybrid workplace model.



The workplace is changing and employees are no longer in the office 5 days a week. Office demand is changing as companies 

seek radically different space to support hybrid workplace solutions. There is still demand for office space but the equation is 

shifting away from fixed square footage per employee.



Despite reduced office space demand, companies are still eager to grow and strengthen culture, foster collaboration and 

ideation, and bring back a sense of community. The hybrid model is here to stay and can support both flexibility and the 

structure employees want to access mentors to grow their careers, which will positively impact office demand in the future.
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