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Keystone Property Group has invested in a major overhaul and addition of amenities in the
Morris Township complex. PHOTO: CHRISTIAN GARIBALDI
Asking rents for New Jersey office space are nearing records as landlords undertake extensive
renovations and fill older properties with amenities from beach volleyball courts and yoga
studios to outdoor lounges with firepits.
The steady climb in asking rents during the past two years reached $26.86 a square foot in the
third quarter, just shy of the record $26.90 from the second quarter of 2001, according to realestate services firm Transwestern.
“Landlords are investing capital, adding amenities into office buildings, many built in the ’80s
and ’90s, which has given them the ability to increase the office rents,” said Matthew Dolly,
Transwestern’s New Jersey research director. “Now almost every building acquired is a valueadd play where tenant upgrades are planned.”
In New Jersey asking rents rose in eight of the past nine quarters. In 16 of 21 submarkets, thirdquarter rents increased from the previous year, Transwestern said. Submarkets such as the
Hudson waterfront, Newark and urban Essex County and the Short Hills and Millburn areas
were among office districts with the biggest rent increases.
The state’s vacancy rate improved, dropping to 14.8% in the third quarter from 15.5% in the
same period last year, Transwestern said.

Since the 2008 financial crisis, the recovery of New Jersey’s office market, particularly its
suburban areas, has lagged behind that of New York City. Consolidations in a number of
industries, including the pharmaceutical sector, left behind sprawling vacant campuses, which
weighed down the state’s rents.
The preference of a younger generation of workers for walkable, urban settings near mass
transportation also put suburban office parks at a disadvantage.
But real-estate investors buying and improving older properties in desirable locations have
found tenants have been willing to pay higher rents for extensively renovated, modern spaces
with upgraded mechanical and power capacity to accommodate more dense office settings.
“There is a combination of new money, new equity and investors who had not been in the
market previously entering the market,” said Curtis Foster, executive managing director at
Cushman & Wakefield.
Conversions of obsolete office parks into apartment buildings or mixed-use projects have
removed low-rent office properties from the market, another factor pushing the state’s average
asking rents higher, said brokers and analysts. Company consolidations that have put vacant
top-tier space back on the market also have played a part.
But landlords spending to upgrade buildings is a primary driver, and the bet already has paid off
for some. Depending on the property, landlords said they have seen rent increases ranging
between 7% and 15% after completing renovations.
Mountain Development Corp. and Square Mile Capital Management LLC invested more than
$20 million to redevelop and market 56 Livingston Ave. in Roseland, a 400,000 square-foot
property purchased from Merck & Co. in 2012. Since then, the joint venture has signed large
leases with law firms Lowenstein Sandler LLP and Connell Foley.
Rents for conventional office buildings were in the low $20s, but after the overhaul of the
Roseland property, the partners now expect to get rents above $30 a square foot, said Michael
Seeve, president of Mountain Development. The company has launched a similar strategy at 5
Garret Mountain Plaza in Woodland Park, a 102,000 square-foot building where plans call for
transforming the rooftop into an outdoor lounge.
“The tenants that are making commitments are only going to these buildings with big
upgrades,” Mr. Seeve noted.
Suburban office properties built 30 to 40 years ago were designed to house one person per 250
square feet, whereas today the standard can be as low as 130 square feet per person, said
Jeffrey Schotz, executive vice president of leasing and marketing at SJP Properties.

At Somerset Corporate Center in Bridgewater, the five-building campus developed in the late
1990s has the infrastructure to handle more densely populated offices, so it hasn’t had to make
the big upgrades required of other properties. Still, SJP is adding other amenities to keep up
with today’s tenant preferences, including a 130,000 square-foot Life Time Inc. fitness center
and AC Hotel by Marriott.
Within the last year, Keystone Property Group completed major renovations at a Morristown
office building and a Piscataway complex purchased in 2014 as part of a three-state portfolio,
revamping fitness centers and cafeterias and adding conference centers, said Tom Sklow, vice
president of development and leasing.
One result so far has been retention, eliminating vacant periods and costs to bring in a new
tenant, Mr. Sklow said. The tenant-retention rate is 99% at the complex at 30 Knightsbridge Rd.
in Piscataway, he said.
“The probability of tenants leaving is greatly diminished when they see proactive investment in
the building,” Mr. Sklow said.
A joint venture of Time Equities Inc. and Bergman Real Estate Group are completing a $4.5
million overhaul of a three-building Parsippany campus. Among the tenant perks are a massage
room, bicycle-share program and an art studio with local artists giving classes.
Occupancy has risen from 50% to 60% since the venture bought the 280,000 square-foot office
park last year, said Aaron P. Medeiros, Time Equities director of acquisitions and policy. One
tenant already has renewed a lease for a 10-year term.
“We are viewing it [improvements] more in the vein of being able to more quickly lease up
space at market rents,” Mr. Medeiros said.
See more at: https://www.wsj.com/articles/new-jersey-office-rents-surge-to-near-recordhighs-1511704800?tesla=y

