
1755 North Collins Blvd., Suite 207
Richardson, TX 75080

www.tcnworldwide.com
1(888)TCN-INFO

Across all property types and service groups, TCN Worldwide’s 800+ brokers 
and salespeople have a well-earned reputation for independent thinking 
and cooperative problem solving in more than 200 markets worldwide.

TCN Worldwide, a consortium of independent commercial real estate firms, provides complete integrated real estate 
solutions locally and internationally. With approximately $38.8 billion in annual transactions and over 80 million square 
feet of space under management, the organization ranks as one of the largest service providers in the industry. An 
extensive range of real estate services coupled with a personal commitment to exceed client expectations is what allows 
TCN Worldwide to be a leader within the commercial real estate industry. Formed in 1989, TCN Worldwide is comprised 
of over 800 commercial real estate professionals serving more than 200 primary and secondary markets worldwide. 

State of the Market
Eastern Edition

2015 Quarter 3

Overview of National Economic Context

Solid Second Quarter 2015 GdP Growth  
& continued Fed StimuluS BolSterinG  

conFidence For 2016 exPanSion

The major macroeconomic in-
dicators. After a slow first quarter 
(again attributed to a severe winter), 
the economy picked up the pace and 
the most recent GDP estimate regis-
tered 3.9% growth. Employment has 
been increasing at 2.9 million jobs at 
an annual rate, or 2.1%, bringing the 
headline jobless rate down to 5.1% 
as of September. Low energy prices 
have driven the CPI down to 0.2%, 
year-over-year, and core inflation (ex-
cluding food and energy) is muted at 
1.8%. The housing recovery is seeing 
existing home sales at 5.3 million unit 
pace (up 6.2% from a year ago), with 
prices 4.7% over a twelve-month 
span. Thus far in 2015, retail sales 
have been tracking job growth nicely, 
with a 2.1% increase annual increase 
as of August 2015.
The major policy indicators. 

Federal Reserve policy remains pro-
growth, as the September meet-
ing held interest rates near the zero 
bound. Banking regulators are walk-
ing a delicate line between safety 
(seeking to avoid a repeat of the 2007 
– 2009 financial crisis) and liquidity 
(using the low Fed borrowing rate to 
encourage banks to earn spreads by 
increasing loan activity). Real estate 

has been able to access debt funding 
across a range of lenders. Fiscal pol-
icy remains captive to Congressional 
gridlock, though. Exporters are be-
ing hobbled by the de-funding of 
the Export-Import Bank, and badly 
needed infrastructure work is stalled 
as the Transportation Bill has been 
bottled up. As far as progress is con-
cerned, Washington continues to try 
to row with one oar out of the water.
The Outlook. The Blue Chip 

Consensus forecast is calling for 
2.7% GDP growth in 2016, accom-
panied by tighter labor markets (a 

4.7 unemployment rate by the end of 
next year), and modestly higher infla-
tion (a CPI increast of 2.7%). Interest 
rates will still be very low by histori-
cal standards, with a 1.4% 3-month 
Treasury rate, and 3.2% for the yield 
on the 10-year Treasury. Personal in-
come is forecast to rise by 2.6%, and 
with increased consumer confidence, 
personal expenditures are predicted 
to advance by 2.9%. Housing starts 
are expected to rise to 1.3 million 
homes, as a solid economy supports 
a further residential rebound.



Regional Conditions in the Eastern States
Employment Trends.  Led by 

Florida, the Southeastern United 
States is seeing a significant employ-
ment surge, outpacing the national 
average job gains by a considerable 
margin. This implications for com-
mercial and residential real estate 
demand are excellent. The Federal 
Reserve’s Beige Book survey re-
ports greater competitiveness and 
tightness in labor markets. This is a 
precursor to more general worker 
shortages to come, if demographic 
trends are any indication. States like 
Georgia are finding government, la-
bor organizations, and contractors 
joining together in programs like Go 
Build to accelerate upward mobility 
among young workers. 
There is also strong job growth 

in New England states like 

Massachusetts, Connecticut, and 
Vermont. Boston reports robust hir-
ing in the IT and healthcare industries. 
Although statewide employment 
gains are diluted by weakness in up-
state New York, Manhattan and en-
virons remain on track to outperform 
the nation, as the Big Apple has for 
the past decade and a half. The ener-
gy slowdown impacts Pennsylvania 
and West Virginia, as both fracking 
and coal mining activities have been 
trimmed over the past twelve month. 
New Jersey, meanwhile, suffers from 
statewide economic lassitude, and 
has been unable to compete effec-
tively with New York for jobs, even 
with advantages in taxes and labor 
costs.
Macro-economic factors.  Turmoil 

in the global economy has ironical-

ly propelled significant advances in 
sectors of the economy along the 
Atlantic Seaboard. Each time event 
risk emerges around the world, it 
seems like the “flight to safety” to-
ward U.S. assets intensifies. This is 
seen, first of all, in the demand for 
U.S. Treasury instruments, a market 
that is disproportionately concentrat-
ed in the banks, broker-dealers, and 
government agencies in the Boston-
Washington corridor. 
Even as Silicon Valley continues to 

sustain its lead in technology, there 
has been a steady advance in the 
Eastern region. New England soft-
ware and IT firms are significant con-
tributors to this sector, buoyed by 
the tremendous brainpower around 
Boston’s universities. New York has 
become an important center for 
technology venture capital, thanks in 
large measure to the efforts of former 
Mayor Michael Bloomberg across his 
terms in office. And, in the Southeast, 
automotive assembly activity in the 
Carolinas has led to growth amongst 
suppliers, and in import/export activ-
ity regionally.
Travel and tourism, too, play an 

important role in East Coast cities, 
from Miami and Orlando in Florida, 
to the historic districts in the original 
13 colonies. At the top of the heap, 
of course, is New York with approxi-
mately 55 million annual visitors. But 
from Cape Cod to Cape May to Cape 
Hatteras, strong seasonal tourism 
brings a much-welcomed boost to 
local economies of every size.

emPloyment Growth in the eaStern StateS  
twelve monthS endinG auGuSt 2015

Commercial Property Investment Trends
commercial real eState tranSaction volume  

in eaStern u.S. reGion

Offices.  In a significant sense, there’s 
Manhattan and then there’s everything 
else. The Eastern Seaboard has posted 
$43.6 billion in aggregate office invest-
ment thus far in 2015, and $17.6 billion of 
that has been on the island of Manhattan. 
Nevertheless, remaining $26 billion in of-
fice deals is not to be sneezed at. Boston 
tallied $4.5 billion in office investment, 
Washington DC nearly $3 billion, and 
Atlanta $2.7 billion. Suburban markets 
around Washington and in Northern New 
Jersey also attracted more than $2 billion 
in office deals apiece.
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The appeal of so-called “secondary 
markets” increased, as these cities 
offer typically lower prices per square 
foot and better going-in returns 
than the “gateway markets.” Thus, 
Philadelphia has seen its office trans-
action volume rise above $1.5 billion, 
while both Miami and Raleigh-Durham 
will likely step over the billion-dollar 
threshold before 2015 is over.
There is also greater “below the 

radar” activity in the office sector. 
Suburban Virginia markets are re-
porting that entrepreneurial small 
space users are bolstering demand. 
Meanwhile construction activity is re-
sponding to an increasing sales pace 
in the Charlotte area. Improvement in 
user supply/demand fundamentals is 
one of the best signs of an uptick in 
investment in the office sector.
Industrial.  The ports along the East 

Coast, the dense population, and the 
multi-modal transportation network 
support some of the largest industrial 
markets in the country. Philadelphia/
Harrisburg ranks second in size, 
surpassed only by Chicago. Atlanta is 
fifth, and Northern New Jersey ninth 
in total industrial square footage. 
Central New Jersey, Charlotte, and 
Greensboro are also in the top twen-
ty-five.
Nearly $15 billion, representing 

1,293 individual transactions, has 
been invested in East Coast ware-
houses, light manufacturing, and flex 
space in 2015 to date. Unsurprisingly, 
the volume has been greatest in the 
big markets – Atlanta ($1.3 billion) and 
Northern New Jersey ($2.0 billion). 
But that has left plenty of investment 
dollars to flow up and down the coast 
from Miami ($766 million) to Boston 
(just over $1 billion). Even New 
York City’s outer boroughs (chiefly 
Brooklyn and Queens) have been 
active ($1.2 billion); while some of the 
industrial sales presage a conversion 
of use, for many properties the sale 
marks a change from simply storage 
to more technical production – includ-
ing manufactured housing and even 
movie/TV staging.
Industrial sales are attractive to many 

investors because of the relatively 
high cap rates, above seven percent 
on average, which deliver better initial 
returns and the security of long-term 
triple-net leasing. For investors seek-
ing yield as well as conservation of 
capital, this investment profile is an 
excellent fit.
Retail.  An immense amount of 

aggregate spending power is concen-
trated along the Interstate 95 corridor. 
That has attracted nearly $26 billion 
in retail property investment year-to-

date in 2015, or 44.5% of all retail 
real estate purchases in the United 
States this year. For many parts of the 
region, it has been the REIT investors 
who have taken a significant share of 
the investment market in malls and 
in smaller shopping centers. REITs 
accounted for 39% of deal flow in 
the Mid-Atlantic states, 31% in the 
Northeast, and 21% in the Southeast 
region. Private equity also accounted 
for a significant market share along 
the Atlantic Seaboard.
Urban retailing has exploded as an 

investment category as the revival of 
center cities has taken hold over the 
past two decades. Hence we find 
prices per square foot of over $1,000 
in Washington DC, and over $2,500 
per square foot in Manhattan. But 
more traditional suburban retailing 
still has its fans. Northern Virginia sub-
urbs, for instance, posted an average 
price per square foot of about $300, 
on total acquisition volume of $1.1 
billion, Northern New Jersey claimed 
$1.7 billion in shopping center ac-
quisitions, at $223 psf. Suburban-
dominated Atlanta saw $1.2 billion 
in retail property investment, at an 
average price of $162 psf.


