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The 3 World Trade Center building, certified
Gold under the Leadership in Energy and
Environmental Design (LEED) rating system,
uses recycled rainwater in air conditioning and

URBAN LAND

More important, the $2.7 billion 3 World
Trade Center—designed by Pritzker Architec-
ture Prize-winning architect Richard Rogers and
his firm, Rogers Stirk Harbour + Partners—offers
some of the newest space in the metropoli-
tan area. It opened in June.

“New York City continues to grow and
attract the world's leading companies and we
need new office space,” says Marty Burger,
chief executive officer of Silverstein Proper-
ties, which developed the 3 World Trade
Center tower. “If you look at other financial
capitals of the world such as Hong Kong and

FALL 2018

ANDREW BORDWIN

SILVERSTEIN PROPERTIES

the energy derived from descending
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elevators.

London, 80 percent of their space is new. Here,
only 7 percent of the city's 400 million-plus
square feet [37 million sq m] of space is new.
To remain competitive, New York City needs to
replace a lot of its aging buildings.”

New York is not alone. A number of cities
in the U.S. Northeast are supplanting outdated
office product with new thanks to strong,
diversified economies; vigorous job creation;
and increasing formation of businesses. Further
driving development in the Northeast—New
York, Massachusetts, Pennsylvania, and New
Jersey—is continuing demand from the educa-
tion and medicine (“eds and meds") and tech-
nology sectors, among others.

“Existing downtown Class A buildings in
cities like Boston and New York are aging,”
says Revathi Greenwood, head of research for
the Americas at Cushman & Wakefield. “Many
do not have the conveniences required by
today’s tenants. The focus on new construction
and on-site amenities means many landlords are
stepping up their game to attract tenants. Food
halls, roof decks, communal space with giant
TVs, and golf simulators are all perks that land-
lords are using to attract tenants.”

Philadelphia has experienced a tremendous
amount of growth in recent years, particularly
from a population standpoint, and expects to
see continued solid performance in all develop-
ment segments, especially multifamily, retail,
and hospitality, says Paul J. Commito, senior
vice president for development at Brandywine
Realty Trust, a real estate investment trust
headquartered in the city. “Philadelphia has
always had a diversified economy; that has only
broadened and deepened over the last few
years," he adds.

Boston's real estate fundamentals provide
for rapid growth in knowledge sectors as well
as stability and innovation in more traditional
education and professional services, says Carlos
Febres-Mazzei, director in the Boston office of
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CUSHMAN & WAKEFIELD

Cushman &
Wakefield
represented
VanBarton
Group in
securing $205
million of
acquisition
financing for
the Vogue.
Located at gg9o
Sixth Avenue,
the Vogue is a
374,000-square-
foot (35,000 sq
m) mixed-use
property that
includes 320
residential
units.

URBAN LAND

Acting on behalf of Trinity Wall Street, Cushman &
Wakefield arranged S$4o00 million of acquisition financing
secured by 375 Hudson Street in New York City. Erected in
1987, the 19-story Class A office and retail building is in
Manhattan’s Hudson Square neighborhood.

real estate investment banking company Eastdil
Secured. “As long as we continue to support
the growth in jobs and people, we will continue
to be one of the most attractive real estate
markets on the planet,” he continues. “We still
have some work to do, including accessible and
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CUSHMAN & WAKEFIELD

CUSHMAN & WAKEFIELD

Cushman & Wakefield arranged $429.4 million of
acquisition financing secured by 550 Washington Street in
New York City.

affordable housing, and modernization of our
infrastructure. We are playing catch-up on these
issues, but they appear to be at the forefront of
our state and local agendas."”

Cushman & Wakefield represented RXR Realty and
Walton Street Capital in arranging 5781 million of
financing secured by 237 Park Avenue. The 21-story
Class A office tower stands in midtown Manhattan near
Grand Central Terminal and the Chrysler Building.
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An 18-story, 270-foot (82 m) office tower, 412 W.

15, completed this year, is the tallest building in
Manhattan’s trendy Meatpacking District. Together
with an adapted historic building that connects to the
new tower, Rockpoint Group’s 412 W. 15 offers 250,000
square feet (23,000 sq m) of commercial space and was
designed by CetraRuddy.

New Jersey's economy and real estate sector
are improving, too. “There is near-term opti-
mism from economic drivers including changes
in the tax code and the promise of a loosening
regulatory environment,” says Daniel Ligorner,
vice president at privately held real estate firm
Transwestern. “New Jersey Economic Develop-
ment Authority incentives and a robust migrat-
ing talent pool continue to impact office devel-
opment as developers and corporate executives
look to optimize value associated with high-pro-
file expansion, consolidation, and relocation.”

New York City

Fueled by tenants in the technology, advertis-
ing, media, and information systems (TAMI)
fields, as well as a resurgence in the finance,
insurance, and real estate (FIRE) industries, New
York City's office market remains one of the
strongest in the Northeast. According to Cush-
man & Wakefield's Greenwood, 30 percent of
Manhattan’s leasing growth in the first quarter
of 2018 was led by the financial services sector,
which has recovered to pre-Great Recession
levels driven by interest rate increases and
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financial deregulation. “TAMI is also a growth
sector at 21 percent,” she adds. “Facebook took
approximately 250,000 square feet [23,000 sq
m] at 770 Broadway in Manhattan, bringing its
total footprint in that building up to 730,000
square feet [68,000 sq m]. Coworking is driving
leasing activity as well at 21 percent.”

spaces and 15,000

is
expected to be finished later this
year.
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The first phase
of Brandywine
Realty Trust’s
mixed-use,
master-planned
community
Schuylkill Yards
is underway in
the University
City area of
Philadelphia with
the creation of
Drexel Square,
a1.3-acre (0.5
ha) public green
space that

will feature an
elliptical lawn
and redwood
trees, and the
revamp of the
iconic Bulletin
Building, now
known as One
Drexel Plaza,
designed by
George Howe.

URBAN LAND
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Design firm Cooper Robertson created the $28 million state-of-the-
art Edible Academy in the Bronx for the New York Botanical Garden.
Completed earlier this year, the facility doubles the New York Botanical
Garden’s facility for teaching.

In March, Google purchased the 1.2 million-
square-foot (111,000 sg m) Chelsea Market located
in and named after one of New York's hippest
neighborhoods. The Mountain View multinational
technology company now owns two buildings
in Manhattan, she notes, and if it expands Chel-
sea Market, Google could have up to 4.5 million
square feet (418,000 sg m) in the city.

The 3 World Trade Center building, which is
certified Gold under the Leadership in Energy

RDBERT BENSON

and Environmental Design (LEED) rating system
devised by the U.S. Green Building Council
(USGBCQ), uses recycled rainwater in air condi-
tioning and harnesses the energy derived from
descending elevators. It also is attracting trendy,
creative tenants, like global media investment
management company GroupM, which leased
700,000 square feet (65,000 sgq m), and man-
agement consulting firm McKinsey & Co., which
signed up for 185,000 square feet (17,000 sq
m). “Our leasing so far is going very well,” says
Burger. “We are searching for a major tenant
for 2 World Trade Center and will start con-
struction as soon as we have one.”

A significant component of real estate
value in the city derives from international
investors. New York remains one of the top
cities—if not the top city—in the world in which
to invest, says Cushman & Wakefield vice
chairman Steve A. Kohn, who is president of
equity, debt, and structured finance at the firm.
“Compared to other major global markets, New
York offers an attractive combination of U.S.
law and economic strength, a diverse market
in terms of tenancy [financial services, tech,
media, advertising, legal, life sciences], an excit-
ing place to live, work, and play—a benefit to
recruiting and retaining talent—and high cost
and difficulty of developing new supply.”

Further stimulating international investment
in America’s largest metropolis is readily avail-
able financing at virtually all levels. “Lenders value
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exposure in New York and pursue opportunities
here accordingly,” Kohn says. “There are a sig-
nificant number of opportunities to invest equity,
either in acquisitions of properties, recapitaliza-
tions of existing partnerships, or funding new
development. Equity investors would always like
to see more offerings; however, many owners of
attractive properties are not interested in parting
with their assets.”

Boston

Boston's real estate sector is benefiting from
growth in technology, medicine, and education,
says Maura G. Moffatt, managing director of
investments at Boston's Synergy Investments, a
real estate investment and operating company

2018 FRAMK GARNIER. G

focused on the local market. New York design firm Cooper Robertson worked with the Children’s
Over the past decade, she adds, a number Hospital of Philadelphia (CHOP) to plan and design a new 8.5-acre (3.4
ha) riverfront clinical research campus across the Schuylkill River in
of nodes around Boston have transformed as Philadelphia. Completed in 2017, the master plan provides a flexible
a result of the growth of tech and the influx of phasing framework for long-term development of up to 2 million square feet
knowledge workers to Boston, Cambridge, and (186,000 sq m) of clinical research uses. The first building for the campus
- b is the Roberts Center for Pediatric Research, with 466,000 square feet
the inner suburbs. “Boston’s historic downtown,

(43,000 sq m) of clinical research and office space, designed by Ballinger
formerly known as the Financial District and and Pelli Clark Pelli.
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A'Baker student views a model of the Skanska's 2#U
development project during the stu
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Cornell’s Baker Prograim in Real Estate offi
global real estate industry leaders, taught by the largest on-campus real estate faculty in the country.

Cornell
Baker Program baker.realestate.cornell.edu
in Real Estate
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The first phase of the

Rail Park, a $10.8 million
construction project that
is transforming a blighted
section of the former
Reading Railroad viaduct
in Philadelphia into an
elevated park with walking
paths, landscaping, and
expansive city views,
opened earlier this year.
The project included

the reconstruction,

landscaping, and lighting
of the 1300 block of Noble

Street.

URBAN LAND
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now simply called downtown, has morphed into
the new Tech District,” Moffatt explains. “Bos-
ton's Seaport, which includes the historic Fort
Point Channel neighborhood—a brick-and-beam
creative office mecca—and the new Innovation
District, built on former mud flats and parking
lots, have exploded, and a number of nodes
spread throughout the inner suburbs have
grown up or been reinvented as vibrant live/
work/play urban environments as well.”

Among the major developments under con-
struction, recently completed, or planned in
the region is the Hub on Causeway by Dela-
ware North and Boston Properties. The transit-
oriented, 1.5 million-square-foot (139,000 sg m)
mixed-use development is at TD Garden, the
arena that is home to the Boston Bruins hockey

g o e

team and the Boston Celtics basketball team.
The first phase is expected to be completed
later this year. (A detailed look at that project
begins on page 110.)

Boston's balanced and diversified economy
has allowed the city to get a leg up on the real
estate cycle, explains Eastdil's Febres-Mazzei.
“We were fortunate to get a bit of a head start
coming out of the 2008 recession due to a
formidable academic foundation, which drives
tourism, population growth, and innovation,”
he adds. “The millennial population has been
coming of age in this cycle. In a market like
Greater Boston, someone can find their first
job, locate their first apartment, buy a condo,
and start a new business. This micro-cycle
drives several real estate product types: apart-

Nestlé Waters completed a two-year, $S79 million expansion
of its facility in Pennsylvania’s Lehigh Valley in 2017.
Companies such as Nestlé are attracted by the valley’s
central location, well-developed transportation network,
strong workforce, and water and sewer infrastructure.

FALL 2018
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MATT STANLEY FOR THE DELAWARE RIVER WATERFRONT CORPORATION

Lauded as one of the best urban beaches in America by the Huffington
Post and nationally recognized for its public space design, the Delaware
River Waterfront Corporation’s Spruce Street Harbor Park has become one
of Philadelphia’s most popular parks since it opened in summer 2014.
Highlights include a floating-barge oasis, colorful hammocks, an immersive
lighting program, and food vendors and bars featuring local restaurateurs
and products.

ments, office, life sciences, for-sale housing, and
coworking.”

Febres-Mazzei points out that in May, Amazon
announced its move into 430,000 square feet
(40,000 sg m) of space at WS Development's
23-acre (9 ha) Seaport project, bringing 2,000
jobs in machine learning, speech science, cloud

New York design firm Cooper Robertson’s master plan for
Riverton, considered the largest mixed-use development in
New Jersey history, transforms a 418-acre (170 ha) former
brownfield and activates over three miles (5 km) of waterfront.
The $2.5 billion project of Cincinnati-based North American
Properties will offer 2,000 residential units; at least 1 million
square feet (93,000 sq m) of office space; a variety of retail,
entertainment, and hotel spaces; and a marina on the Raritan
River, The development, now under construction, is expected to
be completed in 2021.

WAKEFIELD BEASLEY ASSOCIATE

URBAN LAND FALL 2018

computing, and robotics engineering and dou-
bling Amazon's technology workforce in the
metropolitan area. Amazon will occupy a 17-story
mixed-use building designed by Gensler that is
expected to begin construction later this year and
be completed in 2021.

Bringing Amazon to the Seaport is an excel-
lent example of coordination across multiple
political and private sector boundaries to attract
thousands of high-paying jobs, he adds. "It
was a great outcome for Boston,” says Febres-
Mazzei. “Our academic institutions, real estate
community, and local government have all
been supportive, Certainly, we should continue
to advocate for a continuous business-friendly
environment with our policy makers—creating
and expanding incentives for innovation and
entrepreneurship, and helping to make real
estate accessible, economical, and well sup-
ported by infrastructure.”

Still, transportation and housing affordability
issues continue to vex the city, Moffatt says.
“Addressing these problems is crucial to our
continued growth and the health of Boston's
economy and derivatively the health of the real
estate market,” she adds. “Rising construction
costs are a major issue for all of the real estate
in Boston and one of the key factors [but not
the only factor] in the housing affordability
problem and the challenges to creating more
much-needed supply.”

Pennsylvania

Similar to Boston’s, Philadelphia’s eds-and-meds
sector is performing exceptionally well and
demonstrating innovative and proactive strate-
gies for long-term growth on a national scale
with services such as e-learning in education
and personalized medicine initiatives in health
care. “In addition, technology companies such
as biotech’s young prodigy Spark Therapeutics
and fintech [financial technology] software firm
Amino—not to mention global telecommunica-
tions conglomerate Comcast—are proof positive
of Philadelphia’s ability to create an environment
that both fosters new emerging technologies
and supports existing leaders,” says Commito.
That, in turn, is fueling real estate develop-
ment such as Schuylkill Yards, Brandywine
Realty Trust's mixed-use master-planned com-
munity underway in the University City area of
Philadelphia. “It will be one of the few places in
the country with access to a large base of quali-
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fied talent, proximity to rail transit, and a robust
set of amenities,” Commito says. “The first phase
of the project includes the creation of Drexel
Square, a 1.3-acre [0.5 ha] public green space
that will feature an elliptical lawn and [dawn]

The 4o Trinity Place/Raffles Boston/Back Bay Hotel &
Residences development is a joint project of AccorHotels,
the Saunders Hotel Group, and the Noannet Group. The
33-story hotel and condominium tower will contain

147 guest rooms and 146 residences. Construction is
anticipated to begin later this year, with estimated
completion in 2021.

FALL 2018

TRANSWESTERN

Among the projects under construction in New Jersey is
1000 Maxwell Lane, a speculative mixed-use building
in Hoboken with ground-level retail, 110,000 square
feet (11,600 sq m) of offices, and luxury residential
condominiums.

redwood trees, and the revamp of the iconic
Bulletin Building designed by George Howe.”

Large-scale developments such as the $1.5
billion, 60-story, 1,121-foot (342 m) Comcast
Technology Center developed by Liberty Prop-
erty Trust demonstrate the continued investment
in Philadelphia. “So does our investment in qual-
ity of life,” Commito says. “Projects like Spruce
Street Harbor Park and the Rail Park, as well as
Drexel Square and Cira Green, accentuate the
importance placed in the Philadelphia region on
highly engaging public outdoor spaces.”

Expansion and a strong economy are not
limited to Philadelphia. The nearby Lehigh
Valley, which includes Allentown, Bethlehem,
and Easton, remains one of the fastest-growing
logistics centers in the county with almost 100
percent employment.

“Manufacturing is the largest employment
sector in Lehigh Valley,” says Becky A. Brad-
ley, executive director of the Lehigh Valley
Planning Commission in Allentown. “Our loca-
tion is unmatched. We are close to ports of
New York and New Jersey. With the expansion
of the Panama Canal and the raising of the Ver-
razano-Narrows Bridge, the ports are expected
to handle even more cargo in the years ahead.
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Interstate 78 is a straight shot
into the Lehigh Valley to our
transportation switching stations
for air and rail. FedEx Ground is
completing an 800,000-square-
foot [74,000 sq m] terminal adja-
cent to the Lehigh Valley Interna-
tional Airport this year that will be
the company's largest warehouse
and logistics hub among the 34
it operates nationwide.”

Since 2013, the Lehigh Valley
has seen nearly 20 million square
feet (1.9 million sq m) of industrial
development, and more than 12
million square feet (1.1 million sq
m) have been proposed, she adds.

“Allentown is the third-largest
city in Pennsylvania and one of the
youngest [in terms of population]
in the state,” she adds. “The whole
downtown has been transformed
within the past three years. We're
having an amazing renaissance. But
the Lehigh Valley didn't lose indus-
tries because we were never part
of the Rust Belt. We were always
linked to Philadelphia and New
York because of our easy access,
whether it was canals, roads, rails,
or air.”

New Jersey

Location also is a prime impe-

tus for new real estate projects

in New Jersey. Transwestern's

Ligorner notes that areas close to

New York City such as Hoboken

are reporting increased devel-

opment. As part of the thriving

Hudson River waterfront, one of

the hottest destinations in the

nation, Hoboken's office market is

nearly at full occupancy, he adds.
Among the projects under con-

struction is 1000 Maxwell Lane,

a speculative mixed-use build-

ing with ground-level retail uses,

110,000 square feet (11,600 sq m)

of office space, and luxury residen-

tial condominiums that are part

of Maxwell Place, a joint venture

of Pinnacle Companies and Toll

Visionary Designs for
Successful Developments

VR UL u”."‘

OBMI is a global leader in architectural design
with an experienced team of professionals who are
passionate about the creation of successful places.
We believe architectural design and planning is a
privilege and an opportunity for greatness. OBMI's
mission is to fulfill our clients’ dreams, while helping
them achieve their financial goals.

OBMI.COM
ARCHITECTURE / MASTER PLANNING / DESIGN
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Planning Office
for Urban Affairs’
two-building
development
Harbor Place

in Haverhill,
Massachusetts,
offers 176,000
square feet
(16,000 sq m)

of housing,
office, retail,
commercial, and
restaurant space.
It was completed
in 2017.

Completed
earlier this

year, Elan

Union Market

in Watertown,
Massachusetts,
is a two-
building, mixed-
use project with
282 rental units
and 10,000
square feet (900
sq m) of retail
space.

URBAN LAND

GUSTAY HOILAND
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Brothers City Living. Ligorner says that “1000
Maxwell Lane is the first speculative office
project in the current market cycle. It is an
opportunity to meet pent-up demand from the
growing number of new innovators and existing
TAMI companies on the New Jersey waterfront.
As technology continues to change the way
both developers and companies operate, and
qualified workers continue to migrate toward
transit-oriented, more affordable secondary and
tertiary cities, build-to-suit and redevelopment
projects are on the rise.”

VIDEA VISION

Farther south in New Jersey, Prism Capital
Partners is transforming a single-user, 116-acre
(47 ha) complex that had gone dark into a mult-
itenant, next-generation lifestyle hub called ON3.
Spanning the border between Nutley Township
and the city of Clifton, ON3 hopes to include
a mix of residential, retail, office, and research
and development (R&D) occupants, along
with potential lodging and entertainment, says
Eugene R. Diaz, principal partner of Prism Capital
Partners based in Bloomfield, New Jersey.

The buildout of the former Hoffmann-LaRoche
campus—nine miles (15 km) from the Lincoln
Tunnel (into Manhattan)—will take several years,
Diaz says. Prism envisions a “walking urbanism”
concept integrating office and R&D facilities, rec-
reational, hospitality, and wellness options.

“We believe projects like ours will be suc-
cessful because New Jersey's aging and poorly
built historical office component is driving com-
panies to seek out higher-quality offices in more
proximate, pedestrian-friendly environments,”
Diaz says. “More than 50 percent of New Jer-
sey's 175 million-square-foot [16.3 million sq m]
office market was built between 1980 and 1992,
With 35- to 40-year-old suburban product, you
have floor size problems, ceiling height con-
straints, and other issues. That's driving a lot of
new office [development] and redevelopment.”
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Even before Prism purchased the campus
in October 2076, he says, Hackensack Meridian
Health and Seton Hall University committed to
leasing two major buildings totaling 477,000
square feet (44,000 sq m) and 16 acres (6.5 ha)
on the campus.

Diaz adds that Prism could build a total of 4
million square feet (372,000 sq m) on the site
but is taking time to master-plan the project.

In Fitchburg, Massachusetts, the 100-year-old Nockege
River Mill Building reopened last year as mixed-income
housing within walking distance of downtown. The
182,500-square-foot (17,000 sq m) mill adapted by
WinnDevelopment and the Architectural Team offers 57
market-rate and 39 affordable units.

DANDY RYAN
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©CHUCK CHOL COURTESY DYER BROWN

Boston design firm Dyer Brown
updated the 271,000-square-foot
(25,000 sq m) 116 Huntington
Avenue in Boston’s historic Back Bay
district for Columbia Property Trust
in 2017. The update to the 15-story
building included renovation of a
two-floor penthouse office suite,
with installation of two outdoor roof
terraces.

]

@CHUCK CHO), COURTESY DYER BROWN

“With ON3, we're creating the next-gen work,
play, and live environment that corporations
and individuals want to be around,” he adds.

New Jersey still needs to address its crum-
bling infrastructure to enable more growth
and development, Diaz notes, “We have tunnel
constraints and bridge problems, and we're
at capacity with NJ Transit, so infrastructure
improvements are critical,” he adds.

Over the next few years, New York, Mas-
sachusetts, and Pennsylvania also must address
crucial challenges ranging from rising construc-
tion costs to a dwindling supply of talent not
only in the real estate and construction fields but
also overall.

“Construction costs are rising rapidly, partly
due to labor shortages, which raises the cost of
ownership,” says C&W’s Greenwood. “There is
clearly a shortage of workers. Here's how bad it
has become: In May, the national unemployment
rate was 3.8 percent, or 6 million people. Based
on the numbers, there are fewer unemployed
people than there are job openings. If every
unemployed person got a job, there would still
be openings, but of course, the real issue is the
skills mismatch.” UL

MIKE SHERIDAN is a freelance writer in Richmond,
Virginia.
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