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Top Picks of the Year
Each year in the Fourth Quarter we highlight some of the biggest themes in the commercial markets.  Here are our top picks 
for 2019 as we close out the year:

Affordable Housing Creativity
The subject of affordable housing in Hawaii continues to be a central theme impacting many aspects of our community. 
Furthermore, the ineffectiveness of our politicians to make a material difference on the matter has cemented the problem as 
a priority.  

While the tangible fixes are not easily seen yet, there has been work done at the legislative level to set the table for more potent 
solves.  Expediting of 201H applications (LITEC) as an alternative approach and the passing of Bill 7 are all now options 
providing the private sector with better avenues for creating affordable product.  The approval processes are still lengthy, but 
at least now there is some legislative leeway for the problem to be addressed in a more meaningful scale.

VRBO Out
In our Q2 publication earlier this year we addressed the removal of VRBO from Hawaii as a result of heavy & prolonged 
lobbying by hospitality unions. In that article we broached various pieces of strong anecdotal evidence that point towards the 
success of VRBO being directly connected to the sustained tourism growth over the past 10 years.

There is speculation this sweeping legislation is not the final position, but 
a stop gap until a solution can be sourced to solve the Transient Oriented 
Tax (TAT) contributions that some think should be paid by VRBO owners.  
Either way, the lack of VRBO is going to hit our tourist economy square 
and those effects will start becoming apparent in 2020.

Office Product Converting
Honolulu has suffered an anemic office market for well over a decade with 
the highest vacancy rates of any commercial product type.  Once again, 
the lack of relevant hotel product, particularly in the Central Business 
District (CBD), has the free market looking for solutions.

Earlier this year Douglas Emmett, the largest owner of office space in the 
CBD, announced their redevelopment plan for 1132 Bishop, a 25-story 
office tower.  The downtown property is scheduled to be converted into 
approximately 500 workforce apartments over the next couple of years.  In 
recent years, other buildings have undergone similar conversions.

There is a potential double benefit to these conversions, as it provides more 
desirable product in other categories while also improving the metrics of 
the office market, which could certainly use a lift.  There is more to this 
subject as it evolves and in 2020 we may dedicate an article to the topic. 
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