North Star Universal, LL.C
Navigating 2025: NYC Commercial Real Estate Risk Report

Risk & Real Estate Insights | July 2026

Executive summary

In 2025, NYC's commercial real estate market remains unpredictable, shaped by rising interest rates, cap rate compression, and
tenant turnover. North Star Universal, LLC views the current environment as one where lease, financing, environmental,
operational, and cash-flow risks must be managed together — with office occupancy averaging around 78%, still below pre-
pandemic levels, strategic planning is now essential for long-term investment stability rather than optional risk hygiene.

Vacancy and lease rollover risk

NYC office occupancy averages around 78%, still below pre-pandemic levels, increasing lease rollover risk and making rent roll
analysis critical. Tailored asset management strategies applied consistently give owners greater operational transparency and lower
management risk as leases come up for renewal.

Debt and financing pressures

Refinancing risk is rising as lenders tighten requirements. Loan covenants and debt service coverage ratios (DSCR) require careful,
ongoing review, supported by cash flow analysis, property valuation, and CapEx forecasting — the combination that keeps debt
performance stable even under market stress.

Environmental, regulatory, and operational risk

e Environmental liability is a growing concern in NYC flood zones and areas with seismic potential; title reviews, flood
zone assessments, and insurance audits reduce regulatory exposure and minimize building code violations.

® Aged buildings often carry costly deferred maintenance; aligning CapEx with lease schedules keeps rollovers smooth and
occupancy targets on track, rather than letting maintenance backlogs surface at the worst possible time.

Risk area summary

Risk area

Vacancy / lease rollover

Current signal

NYC office occupancy averages ~78%, still
below pre-pandemic levels

Advisory response

Tailored asset management and rent roll
analysis to reduce lease risk

Debt / financing

Lenders tightening requirements; refinancing risk

rising

Review loan covenants and DSCR; model
cash flow, valuation, and CapEx

Environmental / regulatory

Flood zone and seismic exposure growing in
relevance

Title reviews, flood zone assessments, and
insurance audits

Operational / maintenance Aged buildings face costly deferred maintenance | Align CapEx with lease schedules to

protect value and occupancy

Cash flow / exit strategy NOI stability is central to 2025 decision-making Model NOI under multiple scenarios to

inform risk-adjusted exit planning

Global / cross-border International pressures and overseas lender

requirements affect local terms

Adapt to global lender requirements while
maintaining strong DSCR at home

Cash flow, exit strategy, and global context

Maintaining cash flow stability is crucial in 2025. Modeling NOI under multiple scenarios helps guide risk-adjusted exit strategy
decisions grounded in market-based lease rollover insight rather than static assumptions. International economic pressures also
reach NYC CRE directly — owners increasingly need to adapt to overseas lender requirements while maintaining strong domestic
DSCR and refinancing coverage.

Outlook and recommendation

NYC commercial real estate is in flux, but disciplined, data-driven management mitigates much of that volatility. We recommend
clients address lease, financing, environmental, and operational risk as a single coordinated program rather than isolated
workstreams, supported by ongoing NOI scenario modeling to keep exit strategy options open as conditions evolve.
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