Northern/Central New Jersey, Fall 2021 Market Review

Market Improvements Continue but
Gains are Fragile and Impacted by COVID
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MARKET OVERVIEW
At the beginning of the summer of 2021, it appeared as
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U.S. retail sales surged in October as

though we had turned a corner regarding the impact of the

Americans

pandemic on commercial real estate (CRE). However, with

shopping attempting to avoid supply

the rapid spread of the Delta variant it became quickly

shortages of some goods due to the

apparent that COVID-19 would continue to be a driving

ongoing

factor within the CRE market for a longer period of time.
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giving
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reduced confidence. However, New Jersey trended far
better as the summer ended, steadily regaining workers,
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New lease and renewal expansion

due in part to reduced virus transmission rates. According

activity increased greatly over Q2 and

to recent labor reports the number of people continuing to

Q3 2021, boding well for market growth

receive government benefits dropped during November to
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the lowest level since mid-March of 2020. With labor
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regaining
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momentum, following a summertime lull, stronger growth

noteworthy for industrial users and the

could occur in 2022, depending on the severity of the
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Omicron variant.
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Office

sublet

space

availability

to a three-month average of 7.1%. With wide-spread access

continued to accelerate, increasing

to the vaccine as well as several highly effective treatments
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becoming available, 2022 looks to be primed for a further

down it is still far from normal market

decline in unemployment.
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Market Review – INDUSTRIAL
Figure 1: Net Asking Rates

INDUSTRIAL MARKET
Average net asking rents continue the decade-long
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run of ever-increasing highs closing Fall 2021 at
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$9.34 per sq. ft., see Figure 1. Class A rents
continue

to

rise

resulting

from

expanding

competition existing within the market, reaching a

9

record high of $11.14 per sq. ft. net.
The New Jersey industrial market continues to be

6

one of the most desired locations in the country for
occupiers, with demand consistently eclipsing
supply. As a result, low direct vacancy rates are

Net Asking
Rate
$9.34 PSF

demonstrates that direct Class A product continues
to be the most sought-after of all asset classes,
despite record-high rents accounting for only 6% of
the overall direct vacant space. With demand as

Net Absorption
8,246,443 SF
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being observed at 1.9% for Fall 2021. Figure 2

high as it is, continuing rent growth is all but
assured for the foreseeable future. New Jersey will
remain a preferred destination for the exploding
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Source: NAIDB Research analysis of Costar data, Fall 2021.

logistics sector. Indeed, logistics, E-commerce,
warehouse, and manufacturing tenants are looking
Under
Construction
6,662,039 SF

for Class A space in the New Jersey area,
something that neighboring New York City lacks.

Figure 2: Percent of Direct Vacant Space by Asset Class
6%

Investors continue targeting New Jersey’s robust
metrics and demand for top-quality space, with
over 6.5 million sq. ft. currently under construction.
Leasing

activity

and

absorption

continue

33%

to

Class A

demonstrate the strength of the New Jersey market

Class B

regardless of the pandemic, with activity primarily
driven

by manufacturing

and

logistics

Class C

users

gobbling up availabilities, see figure 3. Year-to-date
net absorption has exceeded 8 million sq. ft. With

62%

current local market trends and the national
economy pointing up, 2022 looks to be another
solid year for the New Jersey Industrial market.
Source: NAIDB Research analysis of Costar data, Fall 2021.

Figure 3: Notable Lease Transactions

Tenant

Source: NAIDB analysis of
data from NJ Department of
Labor, Bureau of Labor
Statistics, Costar

SF

Location

Type

Volkswagon

935,000

47 Station Rd, Cranbury

Renewal

Peloton

840,000

600 Linden Logistics Way, Linden

New Lease

Dream on Me

544,050

47 Veronica Ave - Bldgs. 1 & 2 , Somerset

New Lease

DSV Solutions

508,000

1005 Middlesex Ave, Port Reading

Renewal

World Distribution Services

480,740

500 Linden Logistics Way, Linden

New Lease

CDS Logistics

450,005

301 Middlesex Center Blvd, Monroe

Renewal/Expansion

Source: NAIDB analysis of market activity, Fall 2021.
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Market Review – OFFICE
OFFICE MARKET
At this stage in the pandemic there is still no
MARKE T AT A
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indication that there will be a return to status quo
for the office market. Despite the ambiguity in

Figure 4: Gross Asking Rates
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much of the office market, gross asking rates
have increased, see Figure 4. Year-over-year
Class A gross asking rent has increased by

27

$0.37, to $26.36 per sq. ft. Sublet space
Direct Vacancy
12.5%

continues to be widely available, rising over 110
basis points (bps) year-over-year. With sublease

24

availability at its highest level in recent memory,
tenants will carry into the new year with the
Gross Lease
Asking Rate
$24.68 PSF

greatest selection of inventory and flexibility of

Direct vacancy, year-over-year, is up slightly from
Fall 2020, ending Fall 2021 at 12.5%, though this
Net Absorption
562,022 SF
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terms in over a decade.
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is down slightly from Spring 2021. Class A
product has been especially impacted, with a
direct vacancy rate of 16.3%, its highest level in
three years. However, it should be noted that this
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Source: NAIDB Research analysis of Costar data, Fall 2021.

is the lowest it has been all year. As shown in
Under
Construction
0 SF

Figure 5, 66% of direct available space in the
market is in high-quality Class A assets, while

Figure 5: Percent of Direct Vacant Space by Asset Class

Class B product accounts for only 5% of direct

5%

available space.
Leasing momentum began to pick-up toward the
latter half of 2021. As shown in Figure 6, there

29%

were six notable transactions in the market above

Class A
Class B

100,000 sq. ft. which is much higher than the rest

Class C

of the year, Office inventory will benefit from
having multiple buildings repurposed to assist

66%

with the supply glut. Even with redevelopments it
is likely that it will continue to be a tenant’s
market going into 2022.
Source: NAIDB Research analysis of Costar data, Fall 2021.

Figure 6: Notable Lease Transactions

Source: NAIDB analysis
of data from NJ
Department of Labor,
Bureau of Labor
Statistics, Costar

Tenant

SF

Location

Type

Celgene

620,627

86-90 Morris Ave, Summit

Sale/Lease back

Atlantic Health System

536,662

435/465/475 South St, Morristown

Renewal/Expansion

Federal Bureau of Investigation

247,067

11 Centre Pl, Newark

Renewal

CIGNA

195,000

115 Tabor Rd, Morris Plains

New Lease

Food Truck Inc

103,931

399 Jefferson Rd, Parsippany

New Lease

WebMD

101,117

2 Gateway Center, Newark

New Lease

Infinity Biologix

99,016

30 Knightsbridge Rd, Piscataway

Expansion

Source: NAIDB analysis of market activity, Fall 2021.
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Market Review – RETAIL
RETAIL MARKET

Figure 7: Net Asking Rates

Overall average net asking rents have remained
MARKE T AT A
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flat year-over-year, ending Fall 2021 at $20.90
per sq. ft., an increase of $0.19. Figure 7 shows
Class A product has seen an increase over the
course of the year of $1.06 per sq. ft., ending at

Economic

impacted

this

asset

consequences
class,

but

have

customer

preferences and expectations have completely

21

shifted because of the pandemic.
The overall direct vacancy rate has declined all
year, ending Fall 2021 with a rate of 4.7%, though
this is 10 bps higher than Fall 2020. Figure 8

Net Absorption
585,456 SF

24

than where it was at the very start of the
pandemic.

Net Asking
Rate
$20.90 PSF
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rents by asset class for greater comparison.

$23.44, however this is nearly five dollars less
Direct Vacancy
4.7%
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shows that Class A product continues to have the
smallest

share
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direct
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Fall '19
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accounting for only 8% of the total. Net
absorption has begun to turn around, with
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Source: NAIDB Research analysis of Costar data, Fall 2021.

positive net absorption observed each quarter
Under
Construction
199,161 SF

since the end of Q1 2021. As a result, there has

Figure 8: Percent of Direct Vacant Space by Asset Class

been healthy leasing activity in the market. As
shown in figure 9, several new lease transactions

8%

have occurred through the fall of 2021.
There was hope that last summer was the end of

34%

the worst of the storm for the retail sector, but the

Class A

Delta variant had other plans. Notwithstanding
concern related to the recent Omicron variant and

Class B

the efficacy of existing vaccinations, many

Class C

Americans are eager to dine out and shop in
stores which will help this sector begin to make

58%

up some of the ground lost since 2020.

Figure 9: Notable Lease Transactions

Tenant

Source: NAIDB analysis
of data from NJ
Department of Labor,
Bureau of Labor
Statistics, Costar

SF

Source: NAIDB Research analysis of Costar data, Fall 2021.

Location

Type

Stop & Shop

63,899

1031 US Highway 1, Edison

New Lease

SuperFresh

54,000

242 Lincoln Blvd, Middlesex

New Lease

Uncle Giuseppe's

40,239

1711 State Road 10 E, Morris Plains

New Lease

Bed Bath & Beyond

31,841

869-975 US Highway 1, North Brunswick Renewal

Michaels

21,850

1701 US Highway 22, Watchung

Renewal

Spirit Halloween

21,084

498-536 Milltown Rd, North Brunswick

New Lease

Source: NAIDB analysis of market activity, Fall 2021.
Fall 2021 I Retail

© 2021 NAI DiLeo-Bram & Co. |

4

Local Market Experts l Globally Connected

This report utilizes data related to the following New Jersey counties: Middlesex, Somerset, Union, Essex and Morris

NAI DiLeo-Bram & Co. is a member of NAI Global. With over 375 offices and over 6,000
professionals globally, NAI Global completes in excess of $20 billion in commercial real
estate transactions throughout the world each year. Leveraging the powerful support of the
NAI Global Network, NAI DiLeo-Bram & Co. offers a full suite of commercial real estate
services backed by over 80 years of local commercial real estate experience.

For Further Information Contact

1315 Stelton Road
Piscataway, NJ 08854
732 985 3000 | naidb.com
Disclaimer: Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do
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