
Fewer Expected Deliveries and Stricter Zoning Laws 
Reinforce the Appeal of Large-Bay Investments

Slower second-half build-outs ease vacancy pressure amid soft leasing. New York City’s vacan-
cy rose to a two-decade high in the first quarter of 2025, driven by muted demand for large-format 
space and a record supply surge over the past six months ended in March. Nearly 4 million square 
feet delivered in that span, yet only 1.4 million square feet remains under construction — one-third 
of which is in Staten Island, where a 3.3 percent vacancy rate suggests new supply will be well 
received. The sharp development pullback should ease pressure in the Bronx, South Brooklyn and 
Northwest Queens, where vacancy hovers near 10 percent. After the metro posted the nation’s 
fastest job growth rate last year, demand from tenants serving the local population should hold 
firm. Tariff-related uncertainty also spurred leasing near the South Brooklyn Marine Terminal, 
which could continue if trade volatility with Asia persists, particularly as Red Hook’s upgraded 
port capacity is expected to be upgraded by 2027.

Special permits deter developers, fueling competition for built space. New requirements taking 
effect in late 2025 will shift most logistics and warehouse developments over 50,000 square feet 
from as-of-right zoning to discretionary review. This change introduces entitlement risk and will 
likely deter future development. Reduced new supply may support fundamentals for existing 
assets and sustain institutional interest in big-box warehouses, building on the stronger deal 
flow seen so far this year. Meanwhile, private buyer activity has moderated after 2024’s surge, 
with greater focus on stabilized properties, including manufacturing assets backed by long-term 
tenants. Brooklyn and Queens neighborhoods, such as Long Island City and Crown Heights, may 
continue to see steadier investment due to their proximity to high-income consumer bases. 

* Forecast
Sources: CoStar Group, Inc.; Real Capital Analytics
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INVESTMENT OUTLOOK
Industrial
New York City Metro Area

MIDYEAR 2025

Metro-level employment, vacancy and effective rents are year-end figures and are based on the most up-to-date information available as of December 2023. Effective rent is equal to asking rent less concessions. Average prices and cap rates are a function of 
the age, class and geographic area of the properties trading and therefore may not be representative of the market as a whole. Sales data includes transactions valued at $1,000,000 and greater unless otherwise noted. Forecasts for employment and apartment 
data are made during the fourth quarter and represent estimates of future performance. No representation, warranty or guarantee, express or implied, may be made as to the accuracy or reliability of the information contained herein. This is not intended to be 
a forecast of future events and this is not a guarantee regarding a future event. This is not intended to provide specific investment advice and should not be considered as investment advice.
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+1.2%

2.8 million
sq. ft.

+50 bps

+2.9%

EMPLOYMENT:   Job growth will slow in 2025, with 60,000 new posi-
tions projected. The health care sector is set to lead hiring, and transporta-
tion and warehousing should post steady gains. 

CONSTRUCTION:  While deliveries edge past last year to set a new re-
cord, openings were front-loaded by FedEx’s 1.8 million-square-foot facility 
and a 700,000-square-foot speculative warehouse.

VACANCY:   Vacancy will rise for a fourth straight year, though at a slow-
er pace as the development pipeline thins through the rest of 2025. The 
metro’s rate is expected to reach 7.8 percent.

RENT:   Rent growth will remain modest amid rising vacancy, but 2025 is 
set to mark the fifth straight year of gains near or above 3 percent, lifting 
the average asking rate to $26.15 per square foot.

The planned Hunts Point Marine Terminal in The Bronx — set for comple-
tion by 2030 — is expected to expand industrial freight capacity, potentially 
drawing investors anticipating long-term upside.


