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Executive Summary
New York City's commercial real estate market in 2025 faces elevated risk driven by rising
insurance costs, interest rate uncertainty, persistent office vacancies, ESG expectations, cyber
threats, and climate resilience requirements. Organizations that proactively identify and manage
these risks will be better positioned to preserve asset value and maintain long-term portfolio
performance.

Key Risk Areas
Insurance: Premiums have increased approximately 13% year-over-year, increasing operating
costs and highlighting the need for portfolio reviews, flood exposure assessments, and adequate
coverage.

Interest Rates: Although the Federal Reserve held rates steady in June 2025, financing
uncertainty continues to pressure valuations. Hedging strategies and conservative leverage remain
important.

Vacancy Trends: Office vacancy remains near 17.3%. Mixed-use conversions, adaptive leasing,
and tenant retention strategies can improve occupancy and stabilize NOI.

ESG: Sustainability standards increasingly influence financing, insurance, and tenant demand.
Green retrofits and ESG benchmarking can improve competitiveness.

Cybersecurity: Smart building technology expands operational efficiency while increasing cyber
exposure. Regular cybersecurity audits and incident response planning are recommended.

Resilience: Climate adaptation, flood mitigation, and resilience-focused underwriting have become
strategic differentiators for owners and investors.

Recommendations
• Review insurance coverage and flood exposure.
• Evaluate debt structure and interest-rate risk.
• Improve leasing flexibility and reposition underperforming assets.
• Incorporate ESG metrics into asset planning.
• Conduct cybersecurity assessments for smart building systems.
• Integrate resilience modeling and data-driven risk monitoring into investment decisions.

Conclusion
The 2025 NYC commercial real estate environment requires proactive, data-driven risk
management. Organizations that strengthen resilience, modernize operations, and continuously
monitor market conditions will be better prepared to protect asset value and capitalize on future
opportunities.


