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Executive summary

2025's NYC commercial real estate market rewards adaptability and punishes delay. Manhattan office vacancy now exceeds 22%,
insurance premiums have surged nationally, ESG compliance carries real financial consequences under Local Law 97, and both
global capital flows and Al-driven risk scoring are reshaping how owners assess exposure. The North Star Universal, LLC views
these as converging legal, operational, and financial risks that now demand a single, coordinated strategy rather than piecemeal
responses.

Rising vacancy, rising risk

Office vacancy in Manhattan is now over 22%, according to Q2 reports, as remote work continues to shift demand and reshape
leasing behavior. Landlords must treat building adaptability, short-term lease flexibility, and subleasing structures as core parts of a
dynamic risk strategy — hybrid work is reshaping both long-term lease planning and lender risk exposure.

Insurance rates and global capital

e Insurance: commercial property insurance premiums have surged 15% nationally over 12 months, with even steeper
increases in NYC's high-value districts. Buildings with flood protection, climate resilience plans, and fire suppression
upgrades see fewer premium spikes.

e Global capital: international investors continue to view NYC as a long-term safe haven, though currency instability and
U.S. interest rates affect cross-border acquisition timing, tax exposure, and FIRPTA considerations for foreign buyers.

Trend summary

Trend Current signal Advisory response

Office vacancy Manhattan office vacancy over 22% (Q2); hybrid Build in short-term lease flexibility,
work reshaping leasing behavior subleasing structures, and adaptability

Insurance costs U.S. commercial premiums up 15% in 12 months; | Invest in flood protection, climate
steeper increases in high-value NYC districts resilience, and fire suppression upgrades

to limit spikes

Global capital flows NYC remains a safe haven, but currency swings Advise on acquisition timing, tax
and U.S. rates affect timing exposure, and FIRPTA implications for
foreign buyers

ESG / Local Law 97 Carbon limits apply to buildings over 25,000 sf; Model compliance costs early; avoid long-
fines began 2024 term devaluation from non-compliance
Al risk scoring Leading owners now score vacancy, rent volatility, | Implement Al risk dashboards to track
energy use, and crime data in real time asset-level vulnerabilities and compliance
gaps

ESG compliance and Al-driven risk scoring

NYC's Local Law 97 imposes carbon limits on buildings over 25,000 square feet, with fines that began in 2024 already having a
real financial impact; tenants increasingly demand energy-efficient space with documented ESG commitments, making compliance
modeling essential to avoid long-term devaluation. At the same time, the most forward-thinking owners are adopting AlI-based risk
scoring — factoring in vacancy, rent volatility, energy usage, and neighborhood crime data — to track asset-level vulnerabilities
and compliance gaps in real time.

Outlook and recommendation

Legal, operational, and financial risk are converging in NYC commercial real estate more than in prior cycles. We recommend
owners address vacancy-driven leasing flexibility, insurance-linked infrastructure upgrades, ESG compliance costs, and cross-
border investment timing together, supported by real-time risk scoring tools rather than periodic, siloed reviews.



The North Star Universal, LLC | Risk & Real Estate Insights



