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Executive summary

Market volatility, interest rate fluctuations, and new environmental regulations are reshaping how NYC owners, investors, and
tenants assess commercial real estate risk. Office vacancy in major U.S. cities has climbed above 20%, while adaptive reuse of retail
and office space has surged nearly 40%. North Star Universal, LLC views this shift as an opportunity to build resilience through
advanced risk modeling rather than traditional, reactive underwriting. The firms that combine predictive analytics, global regulatory
awareness, and ESG alignment will be best positioned through 2025 and beyond.

Shifting dynamics in commercial real estate risk

e  Office vacancy above 20% in major U.S. cities is straining traditional underwriting assumptions.
e Adaptive reuse of retail and office space has surged nearly 40%, changing how risk and opportunity are assessed together.

® Modern risk assessment increasingly integrates market sentiment analysis, Al-based predictive forecasting, and real-time
tenant default and cash-flow modeling.

Global trends shaping domestic risk strategy

e European insurers are embedding ESG performance scores directly into commercial lease valuations.
e Asian markets are piloting blockchain-based “smart covenant” leases that auto-adjust to inflation or occupancy triggers.

e Applying these global signals locally helps owners anticipate comparable domestic regulatory shifts before they disrupt
revenue.

Case study: midtown office conversion

A midtown office portfolio facing post-pandemic underutilization was modeled using occupancy analytics and alternative-use
feasibility projections. Within six months, the client reduced vacancy exposure by 35% while unlocking new lease streams through
flexible workspace partnerships — demonstrating that resilience depends on predictive, responsive strategy rather than waiting for
market shifts to occur.

Top strategies for 2025 risk reduction

Strategy What it addresses Risk reduction goal
Diversify tenant mix Sector-specific downturns concentrated in a single Blend traditional leases with flexible,
lease type short-term contracts
Leverage predictive Late detection of tenant distress and market retraction | Al-based tools for early-warning signals
analytics
Integrate ESG standards Loss of access to green financing as mandates evolve | Align buildings with sustainability
requirements

The evolving role of advisory services

Advisory work in NYC commercial real estate is no longer limited to legal and financial compliance. It now merges technology,
policy, and human insight — supporting investors in restructuring debt, optimizing insurance coverage, and applying Al-driven
valuation tools to stay ahead of emerging risk.

Outlook and recommendation

The coming years will favor firms that convert uncertainty into strategy. We recommend owners begin integrating predictive
analytics and ESG alignment into underwriting now, rather than after the next regulatory or market shift arrives, and treat
cross-border regulatory trends as an early-warning signal for domestic policy.
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