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U.S. INDUSTRIAL MARKETS YEAR-END 2019



U.S. MARKET | INDUSTRIAL
SECTOR ANALYSIS

ELITE 11 DEFINED

In addition to an analysis of all primary and secondary markets

nationwide in its quarterly National Industrial Market Overview,

Transwestern tracks 11 growth markets across the U.S. that continue

to lure global investors of industrial real estate.

These Elite 11 regions are
preferred locations for big-box
distribution users and/or areas
in high demand by logistics

and manufacturing companies.

Growth indicators for the
Elite 11 are based primarily
on rent acceleration, space
absorption and pace of
development relative to the
size of each market.

TRANSWESTERN®

MARKET

Atlanta

Chicago

Dallas-Fort Worth
Houston

Lehigh Valley

New Jersey
Northern California
Seattle

South Florida
Southern California
Washington/Baltimore

INVENTORY (MSF)
635.2
1,290.5
708.6
494.1
123.4
677.3
518.5
313.3
294.3
1,742.0
414.0

ELITE 11

NATIONAL OUTLOOK

Over the past decade, the U.S. industrial
market saw occupancy gains of more than
3 billion SF, with 40 straight quarters of
positive net absorption. During this time,
rents grew more than 26%. Job growth and
strong consumer spending continue to
drive retail sales, and despite record new
deliveries, the construction pipeline
remains full. Trends point to another strong
year ahead, but there are a few headwinds:

Labor shortages. U.S. e-commerce sales
logged the highest annual growth ever in
2019. More workers will be required to
keep supply chains moving efficiently.

Construction levels. New product
deliveries in Q4 were at the highest level
in six quarters, and 450 MSF is underway
nationally. More than a third of that total is
concentrated in Elite 11 markets.

Current events. The 2020 presidential
election and coronavirus crisis may cause
deceleration in leasing velocity, as
occupiers exhibit more caution when
making major business decisions. Port
volumes are projected to drop as much as
13% in February due to extended
production shutdowns in China.



https://transwestern.com/Upload/CMSResource/637009410224231281.pdf

U.S. MARKET | INDUSTRIAL
PERFORMANCE OVERVIEW

SEATTLE

Total Inventory (msf)
Inv. Growth (past 1y)
Inv. Growth (future)

Net Absorption % (yoy) 0.1%
Rent Growth (annual) 9.9%

NORTHERN CAL.

Total Inventory (msf) 518
Inv. Growth (past 1y) 0.7%
Inv. Growth (future) 1.4%
Net Absorption % (yoy)  0.5%

Rent Growth (annual) 2.7%

SOUTHERN CAL.

Total Inventory (msf) 1,742
Inv. Growth (past 1y) 1.5%
Inv. Growth (future) 1.7%
Net Absorption % (yoy)  1.4%
Rent Growth (annual) 6.7%

CHICAGO
Total Inventory (msf) 1,290 LEHIGH VALLEY
&2 Inv. Growth (past 1y) 1.5% Total Inventory (msf) 123
1.7% Inv. Growth (future) 1.4% Inv. Growth (p};st 1y) 2.5% NEW J = RS EY
1% Net Absorption % (yoy) ~ 1.0% Inv. Growth (future)  6.8% TomlInvenaryms) ol
Rent Growth (annual) 7.3% Net Absorption % (yoy)  1.4% Inv. Growth (past 1y) 0.7%
Rent Growth (annual) 1.5% Inv. Growth (future) 1:2%
Net Absorption % (yoy)  0.8%
Rent Growth (annual) 6.1%
WASHINGTON/
BALTIMORE
Total Inventory (msf) 414
Inv. Growth (past 1y) 0.8%
Inv. Growth (future) 2.2%
Net Absorption % (yoy)  0.7%
Rent Growth (annual) 3.0%
ATLANTA
Total Inventory (msf) 635
/ Inv. Growth (past 1y) 2.6%
Inv. Growth (future) 2.7%
DALLAS HOUSTON SOUTH FLA. Net Absorption % (yoy)  1.9%
Total Inventory (msf) 709 Total Inventory (msf) 494 Total Inventory (msf) 294 Rent Growth (annual) 45
Inv. Growth (past 1y) 3.6% Inv. Growth (past 1y) 3.6% Inv. Growth (past 1y) 1.6%
Inv. Growth (future) 4.3% Inv. Growth (future) 3.8% Inv. Growth (future) 2.1%
Net Absorption % (yoy) 2.7% Net Absorption % (yoy)  2.1% Net Absorption % (yoy)  0.5%
Rent Growth (annual) 4.9% Rent Growth (annual) 1.1% Rent Growth (annual) 2.6%

VIEW INTERACTIVE MAP

TRANSWESTERN®

Bold text indicates top-ranked
indicator nationally.

11

MARKET HIGHLIGHTS

In addition to Seattle, which recorded
near double-digit annual rent growth,
seven of 11 markets came in above the
10-year U.S. average of 3%.

Texas regions led the expansion during
2019, as total inventory increased by
3.6% in Dallas and Houston.

Houston’s 10.5 MSF of absorption in
2019 was led by warehouse/distribution
requirements driven by e-commerce.

Leasing is at a historic pace in Atlanta;
the region has averaged 12.4 MSF of
absorption annually in the past decade.

Following exhaustive searches for land
and environmental challenges, New
Jersey developers have restocked and
doubled volume of new construction.

In Washington/Baltimore, several very
large projects are under construction,
with 48% of space pre-leased.

Despite tax burdens and political/
budget challenges, positive business
momentum should sustain Chicago’s
industrial market in the near term.



https://transwesternwest.maps.arcgis.com/apps/MapSeries/index.html?appid=ef3f4fff45d14ab4823e29a7dcb2e592
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PERFORMANCE INDICATORS

RENT GROWTH
Year-over-Year

Atlanta

Chicago
Dallas-Fort Worth
Houston

Lehigh Valley

New Jersey
Northern California
Seattle

South Florida
Southern California

U.S. Average 3.2%
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Washington/Baltimore
0.0% 5.0% 10.0% 15.0%

4-QUARTER NET ABSORPTION
Percentage of Inventory

Atlanta U.S. Average 0.9%

Chicago
Dallas-Fort Worth
Houston

Lehigh Valley

New Jersey
Northern California
Seattle

South Florida
Southern California

Washington/Baltimore
0.0% 1.0% 2.0% 3.0%

TRANSWESTERN®

12-MONTH MARKET GROWTH
Percentage of Inventory

Atlanta

Chicago
Dallas-Fort Worth
Houston

Lehigh Valley

New Jersey
Northern California
Seattle

South Florida
Southern California
Washington/Baltimore | N

U.S. Average 1.4%

0.0% 1.0% 2.0% 3.0% 4.0%

FUTURE DELIVERIES
Percentage of Inventory

Atlanta U.S. Average 1.7%

Chicago I
Dallas-Fort Worth
Houston
Lehigh Valley
New Jersey
Northern California
Seattle
South Florida
Southern California

Washington/Baltimore
0.0% 2.0% 4.0% 6.0% 8.0%
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FUNDAMENTALS

ASKING RENT PSF NNN

Atlanta

Chicago
Dallas-Fort Worth
Houston

Lehigh Valley

New Jersey
Northern California
Seattle

South Florida
Southern California
Washington/Baltimore
U.S. AVERAGE
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TRAILING 4-QUARTER NET ABSORPTION (MSF)

Atlanta

Chicago
Dallas-Fort Worth
Houston

Lehigh Valley

New Jersey
Northern California
Seattle

South Florida
Southern California

Washington/Baltimore
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TRANSWESTERN®

VACANCY RATE

South Florida
Southern California

Washington/Baltimore
U.S. AVERAGE

0.0% 2.0% 4.0% 6.0% 8.0%

Atlanta I
Chicago GGG
Dallas-Fort Worth .
Houston I
Lehigh Valley
New Jersey I
Northern California GGG
Seattle GGG
I
I
I
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UNDER CONSTRUCTION (MSF)

Atlanta

Chicago
Dallas-Fort Worth
Houston

Lehigh Valley

New Jersey
Northern California
Seattle

South Florida

Southern California

Washington/Batimore
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ABOUT TRANSWESTERN

TRANSWESTERN LOCATIONS REPORT METHODOLOGY

2

competitive industrial properties located in select U.S.
metropolitan areas.

The information in this report is a compilation of
/N

* Northern California includes East Bay/Oakland,
Sacramento and San Jose/Silicon Valley

* Southern California includes Inland Empire, Los
Angeles, Orange County and San Diego

* South Florida includes Miami and Broward County

» Washington/Baltimore includes Baltimore, District of
Columbia, Northern Virginia and Suburban Maryland

Transwestern Commercial Services (TCS) is a privately held real estate firm of collaborative entrepreneurs
who deliver a higher level of personalized service and innovative client solutions. Applying a consultative
approach to Agency Leasing, Asset Services, Occupier Solutions, Capital Markets and Research, our fully
integrated global organization adds value for investors, owners and occupiers of all commercial property
types. We leverage market insight and operational expertise from across the Transwestern enterprise, which
includes firms specializing in development and real estate investment management. TCS has 34 U.S. offices
and assists clients from more than 200 offices in 37 countries through strategic alliances with France-based
BNP Paribas Real Estate and Canada-based Devencore. Experience Extraordinary at transwestern.com and
@Transwestern.
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TRANSWESTERN RESEARCH

In markets across the country, our research
professionals produce sophisticated data
analyses, local market reports and insight on
national trends that helps clients make

informed real estate decisions.

AUTHOR

Matthew Dolly

matthew.dolly@transwestern.com
973.947.9244

Copyright © 2020 Transwestern. All rights reserved. No part of this work may
be reproduced or distributed to third parties without written permission of
the copyright owner. The information contained in this report was gathered
by Transwestern from CoStar and other primary and secondary sources
believed to be reliable. Transwestern, however, makes no representation
concerning the accuracy or completeness of such information and expressly
disclaims any responsibility for any inaccuracy contained herein.



http://www.transwestern.com/

