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Struggling tenants push for more favorable lease terms

by Eric Kalis
eric kalis@incisivemedia.com

Even South Florida’s high-
end retail markets are feeling
the sting of the economic col-
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Greg Masin, senior director of Cushman & Wakefield's retail leasing team, said, “The
real test for rents on the beach will come during the second and third quarter.”
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“The real test for rents on
the beach will come during
the second and third quarter,”
Masin said. “Some people have
been holding on for the [tour-
ism] season, and if there’s a
point for them to leave, it will
be this summer. There are a
couple of spaces available on
Collins that have been available
for long enough to know that
the market is not responding at
that rate”

Coral Gables is another
Miami-Dade market poised
for a substantial drop in rental
rates. A high concentration of
restaurant space was added to
the city last year, much of it on
Miracle Mile. The glut of restau-
rants is proving to be too much
for some tenants to handle,
Masin said.

The vacancy rate in Coral
Gables surged from 1.4 percent
in the fourth quarter of 2007 to

3.4 percentin the fourth quarter
of 2008, according to CoStar.

Miracle Mile rents aver-
aged $40 per square foot at
year's end. That will decline in
2009, according to Cushman &
Wakefield.

Retail landlords in down-
town Miami hope their cheap-
er rents will lure retailers from
Coral Gables and Miami Beach.
Lease rates in the Biscayne
Boulevard corridor dropped
from $25.04 per square foot to
$24 .39 in the fourth quarter of
2008, according to CoSiar.

With thousands of new resi-
dents set to move downtown in
the nextfive years, either as con-
do buyers or renters, the area
is becoming more attractive to
retailers, said Leo Zabezhinsky,
economic development director
at the Miami Downtown Devel-
opment Authority. Zabezhinsky
works with retailers in the area
through the agency’s Retail
Advisory Board and several
grant programs for landlords
and tenants.

Broward County property
owners are also coping with
higher vacancies and lower
rents. Broward registered the
biggest decline in retail occu-
pancy in the tri-county area,
slipping from 92.1 percent to
89.7 percent in the second
half of 2008, according to the
2009 Florida Retail Report.
Average asking rents through-
out Broward slid 1.68 percent
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Downtown Fort Lauderdale
registered a 13 percent decline
in retail rents, from $31.63 per
square foot in the fourth quar-
ter of 2007 to $27.64 in the
same period of 2008.

In Plantation, home to the
Broward Mall and dozens of
supermarket-anchored strip
centers, the vacancy - rate
jumped from 2.8 percent to 9.5
percent in 2008. Yet rents were
stable, rising from $17.14 to
$17.64 per square foot during
that period.

Average asking rents in Palm
Beach County fell 1.62 percent
in 2008, to $20.95 per square
foot. Occupancies fell from 92.4
percent to 91.3 percent in the
second half of 2008. By com-
parison, Miami-Dade County’s
occupancy rate dropped from
94 8 percent to 94.3 percent in
the same period.

“Palm Beach is suffering

the same issues as Broward,”
Masin said. “Not only are rents
down, demand is down. More
space is available on Worth

Avenue. We are seeing the mar-

ket soften from Boca Raton to
Wellington.” ,

In Delray Beach, for exam-
ple, the vacancy raie jumped
from 6 percent to percent in
2008. That lowered rental
rates from $24.30 to $22.77
per square foot as more than
148.000 square feet of retail
space was added to the sub-
market last year.

West Palm Beach was also
hit with a spike in vacancies
as the submarket’s available
retail space increased from 4.2
percent to 6.8 percent from the
fourth quarter of 2007 to the
end of 2008.
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