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Despite increasing pressures from rising oil and transportation costs, major gateway and distribution 

hub markets continued to stabilize in the fi rst quarter, and were joined by additional markets 

throughout the country as leasing velocity improved and optimism began to return.

2011 is already proving to be a year of transition for the industrial property sector.  While tenants 

have largely still been able to exercise leverage, leasing market conditions continue to fi rm and the 

capital markets for the sector continue to rebound.  This is creating an environment in which windows 

of opportunity are quickly coming to a close in more and more markets for industrial occupiers and 

beginning to open for landlords.

Improving leasing fundamentals in more 

markets brings a sense of balance to the 

industrial property sector



Although volumes remained stable, both 

occupancy growth and investment sales were 

more geographically dispersed in the fi rst 

quarter, and through this the industrial market 

is achieving greater equilibrium for 2011 while 

setting the stage for potential pricing growth 

next year.
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In this report

This report provides an overview of supply and demand conditions, as well as detailed statistics and brief analyses of major industrial markets in the United States and Mexico. Our professional research 

department is dedicated to producing information and insights that help our clients understand dynamic real estate market trends and guide critical decision making for investors and occupiers.
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Overview of Jones Lang LaSalle’s logistics and industrial services

From manufacturing plants to around-the-clock distribution centers, industrial real estate is at 

the backbone of the global economy. Today’s fi nancial and competitive pressures demand that 

your industrial property—whether leased or owned—deliver maximum fl exibility and effi ciency. 

Our logistics and industrial professionals understand the current business environment and 

offer innovative, profi table strategies for supply chain optimization, site selection, sales, leasing, 

acquisition, fi nancing, construction, project management, and property and facility management of 

industrial properties and portfolios.

Our experts know all the issues that impact your 

industrial real estate decisions and apply proven 

best practices to address such challenges as 

skyrocketing energy, transportation, and labor 

costs; heightened security needs; tough new 

environmental requirements; and profound 

changes in global supply chains. Because of 

our depth of in-house talent, we can quickly 

assemble just the right team for your particular 

need. Regardless of the size and scope of 

the assignment, you’ll have a single point of 

contact who manages all service delivery and is 

responsible for producing the measurable results 

that are agreed to up front.

More than 240 Jones Lang LaSalle professionals cover the top 50 industrial markets 

in the United States, Canada and Mexico and 300 more are at work in major industrial 

markets around the globe.

In 2010, Jones Lang LaSalle logistics and industrial services completed more than 

1,390 transactions comprising over 93 million square feet of space at a value of more 

than $2.6 billion.
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United States
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Finding its footing

With the U.S. economy fi nally fi nding its footing, confi dence is beginning to bloom in the industrial 

property sector.  Improving fundamentals have been boosted by healthier credit fl ows, payroll growth, 

and the continual rise of corporate profi ts.  Expansion in labor markets and business investment are 

helping create a healthier environment for both households and consumers, and this confi dence is 

beginning to impact spending plans.

However, the risks to further recovery are both numerous and signifi cant with rising transportation 

prices, supply chain constraints from natural disasters and political turmoil in the Middle East as well 

as a domestic housing glut and growing federal budget defi cit as only a few of the variables that could 

stress this fragile market upturn.

Swinging into a self-sustaining economic recovery

Advance estimates for fi rst quarter gross domestic product (GDP) indicating a slow down in growth 

from the end of last year, increasing at only a 1.8 percent clip due to stronger imports, weaker fi xed 

business investment and less export volume.  One signifi cant offset that impacted the industrial 

property market was greater investment over the course of the quarter in inventories, which detracted 

from growth in the fourth quarter.

Some of this lackluster output growth was likely due to harsh winter weather throughout the United 

States, as well as the impact of higher gas prices cutting into consumers’ wallets and a burgeoning 

trade defi cit.  General consensus expectations from economists are that GDP growth should 

resume as the year goes along, given a strengthening jobs market will support increasing consumer 

confi dence and a favorable lending environment with low costs of fi nancing will prop up business 

investment in the near term.  Additionally, as the country works through its supply of new homes, 

residential construction is expected to slowly pick back up, providing a generous lift to overall 

economic output.

Growth is advancing throughout the industrial property market, but how long will recovery take?

The aggregate U.S. industrial property market continued its gradual advancement in the fi rst quarter, 

with net absorption holding its pace and vacancy dropping another 20 basis points.  While the growth 

in market fundamentals remains propped up by the ‘big-box’ logistics and distribution sector of the 

marketplace, it is taking longer for the broad for smaller- and mid-tier industrial occupiers to grasp on 

to slowly improving consumer spending metrics in the wake of less sanguine labor markets.

As the economy works its way through a distended recovery period, it will take the next 12-24 months 

for the indirect implications to fi lter into the industrial property market.  However, this is not to imply 

that recovery is not advancing quite rapidly along cross-sections of the marketplace, sliced either by 

size of corporate industrial occupier requirement or by regional geography – with tightening already 

occurring in the large-block sector – and, as such, driving momentum forward in many of the premier 

hub markets throughout the country.

United States United States economy

Key “takeaways”

       
• While the major markets still retain much of the scale necessary to attract ‘big-box’ industrial tenants, 

stronger leasing activity is fi ltering down into the next tier of cities, especially those with the logistics and 
distribution infrastructure to service a signifi cant regional population. 

• Demand is still generally bifurcated between larger users and mid-sized or smaller businesses, and this 
is one of the primary causes for the slow, but steady, stabilization in the U.S. industrial market.

• Following the same pace as last quarter, vacancy fell to an even 10.0 percent for the overall U.S. 
industrial market.

• At 26.8 million square feet in the fi rst quarter, net absorption remained relatively steady from over the 
course of the last six months.  The fact that positive absorption levels were sustained consistently across 
its fi rst string of successive quarters is a positive indicator for the broad U.S. industrial market.

• Although much of the rebound in industrial capital markets remains intact, a fi rst quarter sales volume 
of $2.6 billion represents only a subtle 14.8 percent increase above the year-earlier quarter.  Volumes 
dropped to their lowest levels in the last four quarters on what could be merely a temporary seasonal blip.
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Inventories are still lean

Despite the fact that companies are still adding to their allotments, total business inventory growth 

slowed in consecutive months throughout the fi rst quarter according to the Census Bureau. Through 

February, inventories were 9.1 percent higher than a year ago, with the wholesale and manufacturing 

subdivisions leading in accumulation.

Retail inventories are pulling back the most, and even diminished in February, pulled down mostly by 

autos, but are also experiencing negative growth in housing-centric segments like furniture, home-

related goods and electronics.  At an inventory-to-sales ratio of 1.31 in February, stocks of retail 

goods on hand are now their leanest levels since the early 1990s.

Healthier corporate balance sheets, but hiring only now beginning

Corporate profi ts have nearly returned to pre-recession levels.  However, the preference for cost 

control and increasing margins has been dominant for more than a year, and hiring is only now 

beginning to fi rm.  This trend is expected to increase in 2011 as low labor costs, low interest rates, 

available credit and high productivity levels make it easier for businesses to expand.

Watching infl ation for signs it could run away

While core infl ation remains within the Federal Reserve’s target to keep monetary policy loose and 

The housing market regained some ground in March but still remains at signifi cantly low levels. 

Prices continue to fall, as a greater proportion of distressed home sales hit the market. On a positive 

note, the three-month moving average for existing home sales shows an upward trend. Furthermore, 

year-over-year comparisons are weak since last year’s data is skewed due to the impact of the 

homebuyers’ tax credit. Even with recent gains, new home sales remain dismal. First quarter sales 

are 7.8 percent down from the fourth quarter of 2010.

Employment is the most important hinge in growth

Unemployment continues to slowly come off its November 2010 peak, dropping to 8.8 percent in 

March on the heels of two consecutive months of solid payroll growth but bouncing back to 9.0 

percent in April as the labor force did not grow as fast.  While the economy added 244,000 payroll 

positions in April, it is not expected to regain all of the jobs lost in the recession until some time in 

2013.  Labor force participation is lagging, but signs point toward continued optimism on the part of 

businesses to begin hiring again.

Consumers’ outlook better, but still tentative

The Conference Board’s measure of consumer confi dence has fl uctuated somewhat since the end 

of the year, but still remains well above its third quarter 2010 lows. After increasing 7.2 points to a 

total of 72 in February, the index dipped in March as events in Japan and the Middle East clouded 

consumers’ outlook but regained ground again in April.  Buying plans also increased sharply across 

the board, particularly for homes and appliances.  While concerns about rising gasoline prices and 

current housing conditions continue to undermine more pronounced growth, accelerating job gains 

will act as a strong catalyst for future improvements.

Business inventories continue to cycle down

Source: U.S. Census Bureau, Moody’s economy.com
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mainly due to motor vehicle production.  Going forward, production will need to be driven by net new 

demand for fi nal products, and this will require investment by businesses in hiring and capital goods.

The Institute for Supply Management’s Purchasing Managers’ Index has been resilient thus far in 

2011, remaining above 60.0 all year.  While this indicates expansion in the industry, the index has 

been softening as of late as inventory replacement becomes less of a factor and while fi nal demand 

for products is not yet strong enough.

A prolonged dawn for recovery, but long-term optimism is intact

While rising fuel and transportation costs pose signifi cant threats to a general economic recovery, 

the scales are beginning to tip in the favor of optimism.  With consumer spending picking back up 

and businesses resuming hiring, the ground for stability is fertile.  International trade has supported 

economic growth, despite problems in the Middle East and Japan.  Commodity price infl ation 

could be a damper, and the U.S. federal budget defi cit will likely play a continued role in any further 

monetary policy changes.

not jeopardize any momentum in the economic recovery, strengthening food, but more so energy 

and fuel prices, bear the need for close monitoring.  Escalating food and gasoline prices could 

erode some of the economy’s early recovery gains, in addition to sapping consumers’ discretionary 

spending.  With wage growth relatively fl at, ‘pain at the pump’ is a continued concern.

Commodity prices are beginning to put more pressure on manufacturers, and these will likely be 

passed through to consumers eventually, if they have the power to do it and fi nal demand is strong 

enough to warrant it.  Rampant top-line infl ation seems not an alarming concern currently, but given 

the unprecedented level of federal involvement placed in this recovery and the pricing spikes now 

occurring in the energy sector with oil prices, the threats to derail future growth become more and 

more credible.

With restocking over, what are the long-term effects on production?

Spending on durable goods has provided another boost, with new orders up 2.5 percent in March.  

This investment in equipment also supports near-term growth in production in manufacturing to 

help drive the economy forward in 2011.  Industrial production growth is still likely to continue to 

slow as companies realign inventories to current sales levels, and the current inventory restocking 

cycle is now nearly complete.  It was up 0.8 percent in March, its highest level since December and 

As restocking ends, production begins to level off

Source: United States Federal Reserve, Institute for Supply Management, Moody’s economy.com
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industrial market as tracked by Jones Lang LaSalle.  Again anchored by the distribution markets of 

the Inland Empire on the west coast and Philadelphia / Harrisburg metro area on the east, vacancy 

continued to fall, declining 80 basis points and 40 basis points, respectively.  However, in the fi rst 

quarter, these markets were joined by major U.S. cities like Atlanta and Dallas as well as key logistics 

markets like Indianapolis, Miami, Phoenix and Seattle in addition to other core geographies like 

Denver and Pittsburgh.  Happily, Detroit experienced some strong and welcomed leasing activity that 

pushed vacancy in that hard-hit city down by 70 basis points in the fi rst quarter.

Availability slid in the quarter as well, down a corresponding 20 basis points.  This measure includes 

not only direct and sublet vacancy, but also factors in space that is currently occupied but is now 

being marketed with potential occupancy in the near future.  A continued reduction in availability could 

portend to be a positive indicator for the longer term health of the industrial market.

Sublease availability continues to fall

Now for the fi fth consecutive quarter, the amount of sublease space on the market has continued 

to decline at an accelerating pace, down a total of 15.1 percent from its cyclical peak in the fourth 

quarter of 2009 and another 0.9 percent lower than last quarter.  Improving again over the fourth 

quarter, 63.1 percent of all markets in the dataset experienced declines in sublease availability.

More balance leads to a more solid footing…

More balance came to the overall U.S. industrial market in the fi rst quarter, as more markets gained 

traction and began to post fl at, if not slightly positive, net absorption.  While the major markets 

still retain much of the scale necessary to attract ‘big-box’ industrial tenants, stronger leasing 

activity is fi ltering down into the next tier of cities, especially those with the logistics and distribution 

infrastructure to service a signifi cant regional population.  Demand is still generally bifurcated 

between larger users and mid-sized or smaller businesses, and this is one of the primary causes for 

the slow, but steady, stabilization in the U.S. industrial market.

As fundamentals improve and quickly tighten in a broader cross section of the U.S. ‘big-box’ and 

logistics space market, this stabilization is leading to a swift curtailing of leasing concessions and 

a fi rming of effective rents for large blocks of prime logistics space. There was somewhat of a 

demand overhang into the fi rst quarter in some prime markets like Central New Jersey and Houston, 

but the expectation is that they will readily bounce back this year.  Additionally, some of the other 

major markets like the Inland Empire in Southern California and Central Pennsylvania have already 

experienced the taking down of many of their most suitable large bay projects, and are anticipating 

some speculative development in the near future, if not imminently.  Developers in other markets are 

shoring up land positions for potential build-to-suit opportunities later in the year.

…but other factors continue to create a damper on growth

Despite the rapid ascent of this ‘tranche’ of the market, there is still enough slack in the economy 

to hold growth in the overall market back.  A ‘fl ight to quality’ for less-than-replacement cost into 

the prime blocks of Class A product over the last 6-8 quarters has removed many of the functional 

opportunities from the current marketplace, and left a surplus of less practical, more obsolete 

properties available that have had some trouble leasing.  Combined with both uncertainty in the 

general U.S. economy and a signifi cant demand base from small- and mid-sized businesses that 

have not had the confi dence yet to expand, recovery has been neither pronounced nor accelerated.

U.S. industrial vacancy dipped another 20 basis points

Following the same pace as last quarter, vacancy fell to an even 10.0 percent for the overall U.S. 

United States industrial market

Markets with the largest swings in vacancy

Source: Jones Lang LaSalle
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U.S. net absorption slightly surpasses fourth quarter totals

At 26.8 million square feet in the fi rst quarter, net absorption remained relatively steady over the 

course of the last six months.  The fact that positive absorption levels were sustained consistently 

across its fi rst string of successive quarters is a positive indicator for the broad U.S. industrial market.

Given little new construction, except for a small proportion of build-to-suit projects, impacting 

the market from the end of the downturn until now, the supply of prime existing warehouse and 

distribution space has been continually absorbed throughout this recovery period.  While much of 

this new occupancy has occurred for the largest tier of space user, it has propped up momentum and 

buoyed the general sentiment of the property sector.

Distribution, shipping and third party logistics (3PL) fi rms continue to be one of the strongest 

industries with active space requirements, along with the food & beverage sector and retail or 

consumer goods.   Companies in these industries, especially those that are well capitalized, have the 

profi ts and cash reserves, have continued to consolidate and/or improve effi ciency in their distribution 

networks, and are the source for much of the expansion in industrial property sector.

More markets contribute to occupancy growth totals

Joining the recent national leaders in terms of demand for industrial space, the aforementioned 

Inland Empire and Central Pennsylvania markets, the Chicago market experienced the most dramatic 

surge in positive net absorption, spiking to 7.7 million square feet in the fi rst quarter on the heels of 

strong 3PL leasing.  Additionally, the Dallas / Fort Worth market continues to benefi t from consistent 

demand, ending the fi rst quarter with 3.1 million square feet of net new occupancy.  Atlanta, Detroit 

and Pittsburgh all realized absorption gains of more than 1.3 million square feet as well.

There is still geographic choppiness within individual markets themselves

In what appears to be a short-term overhang, the Central New Jersey market reversed some of its 

positive occupancy and gave back 1.1 million square feet in the fi rst quarter.  However, interest in 

the market has already stabilized, as tenant showings have now actually increased in the core Exit 

10 and 8A submarkets.  Meanwhile, net absorption fell back in the Los Angeles metro area, down a 

negative 1.6 million square feet in the fi rst quarter.  Despite two new notable by 99 Cents Only Store 

and Four Seasons General Merchandise, all infi ll regions did not behave uniformly, however; vacancy 

levels in Los Angeles North and Mid-Counties submarkets remained fl at or improved, while others 

registered increases.

At the end of last year, 86.7 percent of all markets experienced positive net absorption for the quarter, 

but this fell back in line with recent averages at the beginning of 2011, with 67.4 of them in positive 

territory.  Of the remaining set of markets with negative occupancy, more than half of them were 

closer to fl at demand.

Another solid quarter of positive net absorption

Source: Jones Lang LaSalle
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Is more build-to-suit product on the way?

Construction again remained muted throughout the country, with only 16.6 million square feet of 

projects currently underway, consistent with last quarter’s levels but only slightly higher.  Of this total, 

85.0 percent is preleased.

Only 6.2 million square feet of new deliveries came online in the fi rst quarter as well, 92.5 percent of 

which was already leased at the time of completion.  Given the amount of existing, highly effi cient, 

Class A product that has been absorbed over the past four quarters, it is anticipated that additional 

new supply of quality product will be required to satisfy future demand from corporate industrial 

occupiers. As a result, build-to-suit development will likely still be pursued throughout 2011 when 

requirements and market conditions dictate.  Additionally, developers are actively gauging individual 

markets for the potential of commencing select speculative projects at some point during the year.

Market dynamics are slowing pushing toward rent stabilization, but perhaps growth?

While the broad U.S. industrial markets witnessed a continued reduction in average asking rents 

in the fi rst quarter, some markets have seemingly turned the corner and are in the midst of pricing 

stabilization.  While the U.S. average fell by 0.7 percent in the fi rst three months of 2011, there has 

been some short-term fl attening of rates in markets like Chicago, Houston, Indianapolis, Seattle and 

St. Louis.

Aggressive landlord pricing and concessions are commonplace in markets that have not yet seen 

demand improve, but in most markets where the large-block segment of the market continues to 

tighten, leasing concessions are already being curtailed.

Lease highlights

Location Market Tenant Size (s.f.) Type

Cajon Distribution Center & Inland 
Empire Distribution Center
San Bernardino, CA

Inland Empire
Hewlett 
Packard

1,402,825 New lease

11650 Venture Drive
Mira Loma, CA

Inland Empire Home Depot 1,126,385
Expansion / 
Renewal

12510 Micro / 4560 Hamner Avenue
Mira Loma, CA

Inland Empire Ingram Micro 1,041,766 Renewal

4100 Hamner Avenue
Mira Loma, CA

Inland Empire Walmart 901,662 Renewal

3003 Woodbridge Avenue
Edison, NJ

Northern 
New Jersey

I/O Data Center 830,000 New lease

Southpark 7780 Spence Road
Fairburn, GA

Atlanta Electrolux 600,000 New lease

6345 Brackbill Boulevard
Mechanicsburg, PA

Philadelphia / 
Central PA

Exel 517,634 Renewal

5 True Temper Drive
Carlisle, PA

Philadelphia / 
Central PA

SC Johnson 511,000 Renewal

675 East Central Avenue
San Bernardino, CA

Inland Empire
Kohler 
Company

480,340
Expansion / 
Renewal

3049 Westway Drive
Edwardsville, IL

St. Louis P&G 479,220 New lease

298 First Avenue
Gouldsboro, PA

Philadelphia / 
Central PA

Diapers.com 468,000 Expansion

Airways Distribution Center E
Southaven, MS

Memphis PFSweb, Inc. 434,900 Renewal

Shea Center
Ontario, CA

Inland Empire Emser Tile 432,313 Renewal

401 Cabot Drive
Hamilton, NJ

Central New 
Jersey

Colgate-
Palmolive 
Company

425,870 Renewal

Chickasaw Distribution Center D
Memphis, TN

Memphis Newegg 414,960 New lease

3601 East Jurupa Street
Ontario, CA

Inland Empire
Pacifi c Coast 
Warehouse

411,548 New lease
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Still solid, but deal volume slipped slightly

A solid recovery in the industrial investment sales market continued in the fi rst quarter, but may have 

temporarily missed a step in the short term.  While investor demand fi rmed throughout 2010 and 

into 2011 across a broadening cross section of the industrial marketplace, given improving market 

liquidity, expectations were for the fourth quarter’s pace to continue.  However, industrial sales 

volumes dropped to their lowest levels in the last four quarters, even with an expected seasonal dip.

Although much of the rebound in industrial capital markets remains intact, a fi rst quarter sales volume 

of $2.6 billion represents only a 14.8 percent increase above the year-earlier quarter.  Additionally, at 

this pace, transaction volumes will not outpace full-year 2010 levels.  Interestingly, the fourth quarter 

of 2010 benefi ted from an extraordinary quantity of portfolio trades, roughly 56.0 percent of all activity, 

but only a marginal amount (17.1 percent) of portfolio deals have trickled over into early 2011.

Trades were much more 

evenly dispersed throughout 

the country in the fi rst 

quarter, with the major 

logistical markets like 

Southern California, the New 

York / New Jersey metro area, Chicago and Philadelphia / Harrisburg drawing the most investor 

interest, continuing the trend for preference to place capital in large, liquid markets with signifi cant 

trade-related demand for industrial space.  In addition, the sale of a portfolio from AMB Property 

Corporation to Artis REIT in Minneapolis closed in the fi rst quarter, boosting that market’s proportion 

of overall transaction volume.

Pricing is fi rming

Despite a slowdown in the pace of investment sales volumes, the average transacted price per 

square foot continued to appreciate in the fi rst quarter.  Driven by opportunistic investors, average 

sales prices for warehouse and distribution product increased 7.1 percent over the course of the 

quarter, and are up 13.4 percent over the fi rst quarter of 2010.

Looking forward

       
• Options for industrial occupiers seeking larger blocks of premium warehouse or distribution 

space have become more and more limited since the second half of 2010.  Build-to-
suit activity is on the rise, and several markets like the Inland Empire in California and 
the Lehigh Valley in Central Pennsylvania could experience the onset of speculative 
development, given the number of large requirements coming to these regions and the lack 
of product available to accommodate them.

• Average rents for the aggregate United States are reaching a bottom, but as individual 
markets begin the tighten, there will be opportunities for pricing appreciation.  Many markets 
are experiencing positive momentum in their leasing markets, and where occupiers had 
leverage in 2010, those windows of opportunity are increasingly coming to a close.

• While broad-scale rents are not expected to rise dramatically in the near term, an increased 
bifurcation of the market is expected to prevail throughout the ‘big-box’ sector, affecting 
mainly the large corporate industrial occupier fi rst, but eventually trickling down into the mid-
tier segment of the market.  Labor markets will need to signifi cantly improve to prop up the 
smaller or regional industrial space user, where the breadth of the market lies.

United States industrial capital markets

Not nearly the level of Q1 closings of key portfolio transactions:

AMB Property Company   → Artis REIT
BlackRock     → Morgan Stanley
Granite Properties    → Cabot Properties
Mericle Commercial Real Estate   → KBS REIT
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General warehouse values plummeted throughout the downturn and credit crunch, and from peak 

to trough fell nearly 40.0 percent on a per square foot basis.  Now, with more velocity in the market 

via improving credit conditions, heightened investor demand and an increasing tolerance for risk, the 

average price per square foot for closed warehouse sales is on a slow, incremental mend, having 

recovered 14.2 percent of their values since the market bottomed at the end of 2009.

Debt markets: Reigniting activity

A key to the transaction market continuing to improve has been the remarkable turnaround in the 

lending environment. More players, from nearly all major debt capital segments, are increasingly 

active and the lending environment, at least for a healthy swath of the market, has become 

increasingly competitive over the course of the last few quarters. Even the conduit lending market for 

securitization has fi nally reemerged to once again be a signifi cant component of the market. Through 

early April, nearly $9 billion in U.S. CMBS was issued in 2011, far exceeding the nominal amount 

issued in the year-earlier period, and already more than three-quarters of the total issuance recorded 

for all of 2010.

Large national banks have restarted their conduit lending operations, while new fi nancial sector 

entrants into the business have launched their own groups. Although the industry awaits fi nal details 

related to risk-retention rules to be implemented for CMBS as part of the new Dodd-Frank fi nancial 

reform legislation, securitized loans will comprise a much greater percentage of the overall lending 

market in 2011.

Larger and healthier national and international banks, much like their life insurance company 

counterparts, have now returned to the market by aggressively expanding origination for core assets 

and primary markets. The larger bank group does continue to face issues with problematic legacy 

loans, however, through a combination of improving fundamentals and valuations, in addition to 

incrementally loosening lending standards, these loan problems are gradually being addressed, and 

this is likely to continue over the remainder of 2011.

Higher yield environment ending for industrial

Cap rates for industrial product continue to fi rm, pushing down to 7.4 percent in the fi rst quarter of 

2011, a decline of 83 basis points from the end of last year.  The base of investment is still occurring 

in primary markets, with core product still changing hands.  While some of the most prevalent market 

distress has been wrung out of the sector, as investment into more of a broad scope of the industrial 

arena becomes more acute – including non-core, more value-add properties, and increased entry 

into secondary and tertiary markets – some of the recent yield compression may begin to trail off. 

Outlook for industrial capital markets throughout 2011

Investors are returning to the marketplace, and the appetite for risk is expanding.  Much of the trading 

thus far has been for prime institutional product, but as the availability of that tranche of building 

is reduced, it is expected that expenditures will fi lter down into more core and Class B product as 

leasing fundamentals improve.  The capital markets, already exhibiting some early signs of spreading 

investment wealth across geographies and asset quality, will likely continue to broaden for the 

industrial sector in the coming months.

Sales volumes dipped in the first quarter

Source: Jones Lang LaSalle, Real Capital Analytics                                                * Exclusive of company-level merger and acquisition activity
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Sales highlights

Location Market Buyer Seller Price Size (s.f.) Price p.s.f.

950 Centerville Road
Newville, PA

Philadelphia / Central PA Hillwood Lauth $54,697,500 1,170,000 $47

Auburn Logistics Center
Auburn, WA

Seattle Morgan Stanley INVESCO $43,000,000 885,338 $49

16500 Hunters Green Parkway
Hagerstown, MD

Baltimore / Washington Industrial Income Trust, Inc. New Boston Fund $41,200,000 824,298 $50

1187 East Hightower Trail
Social Circle, GA

Atlanta Industrial Income Trust, Inc. UBS AG $33,800,000 1,370,000 $25

Galveston 10
Chandler, AZ

Phoenix Alliance Commercial Partners, LLC RREEF America, LLC $30,450,000 552,370 $37

740 Prologis Parkway
Romeoville, IL

Chicago LaSalle Investment Management Colony Realty Partners $30,200,000 805,912 $37

Empire Business Center
Mira Loma, CA

Inland Empire Bixby Land Company TA Associates Realty $29,450,000 393,096 $75

1900 Clark Road
Havre De Grace, MD

Baltimore / Washington Kennedy Associates Hampshire Companies $26,400,000 613,000 $43

325 Turnpike Road
Southborough, MA

Boston Cornerstone Real Estate Advisors Southborough Partners LLC $23,025,838 376,360 $61

Jefferson Mill Business Park 235
Jefferson, GA

Atlanta LaSalle Investment Management Cousins Properties, Inc. $22,000,000 459,134 $48

1701 Trimble Road
Edgewood, MD

Baltimore / Washington Kohl's Department Store Inc. ProLogis $20,500,000 602,250 $34

Portside Distribution Center
Tacoma, WA

Seattle Industrial Income Trust, Inc. BlackRock $20,000,000 416,050 $48

55 Lyman Street
Northborough, MA

Boston TA Associates Realty INVESCO $18,300,000 260,760 $70

101 Railroad Avenue
Ridgefi eld, NJ

Northern New Jersey DCT Industrial Trust Plastic Specialities & Technology $17,500,000 330,000 $53

5521 Schaefer Avenue
Chino, CA

Inland Empire AMB Property Corporation Quetico Logistics, LLC $17,300,000 278,365 $62



16   On Point • North America Industrial Outlook • Spring 2011 Jones Lang LaSalle

United States industrial property clock

Reading the property clock

The Jones Lang LaSalle industrial property clock illustrates where each market sits within its real estate 

cycle. Markets generally move clockwise around the dial, with those markets on the left side generally 

facing more landlord-favorable characteristics whereas those on the right are experiencing generally 

tenant-favorable conditions.  At the end of the fi rst quarter of 2011, more markets approached or surpassed 

the 6:00 time frame, signaling the bottom of the rental pricing market for the industrial sector.

The aggregate position on the clock for the United States is likewise nearing the bottom of the market, and 

with average asking rents only slightly down quarter-over-quarter and a tightening ‘big-box’ sector on the 

verge of modest rent appreciation in the near term, the general industrial market could experience neutral 

pricing power in the coming quarters.  In a growing share of markets throughout the country, face rates and 

asking rents have stabilized in the top tier market segments.  Additionally, net effective rents are closing 

in on a bottom in this increasingly tight segment, especially as rent abatement concessions are being 

curtailed and other offered tenant improvement allowances are becoming less prevalent.

Rent growth is actually returning to a handful of markets where either logistics infrastructure and the need 

to service a large captive population base have kept upward pressure on demand for warehouse and 

distribution space, or where leasing activity for larger blocks of space has created an environment in which 

supply is becoming constrained and demand more competitive for the remaining available options.  The 

general industrial market is now poised for growth, and although it may be slow and onerous, inconsistent 

by geography and by segment of the market, the ability for occupiers to exercise leverage in lease 

negotiations will weaken heading into the third quarter of 2011.

Peaking market Falling market

Rising market Bottoming market

Peaking market Falling market

Rising market Bottoming market

Peaking market Falling market

Rising market Bottoming market

Peaking market Falling market

Rising market Bottoming market

Detroit, Jacksonville, Nashville, Palm Beach, Reno, San Diego

Central Valley (California), Las Vegas

Austin, Greensboro / Winston-Salem, Orlando, Portland

Baltimore / Washington DC, Boston, Central New Jersey, Cincinnati / 

Dayton, Cleveland, Phoenix, South Bay / Silicon Valley

Broward / Fort Lauderdale, Charlotte, Kansas City, Northern New Jersey, 

Memphis, San Antonio, Seattle, St. Louis, Tampa Bay

Houston, Pittsburgh
Atlanta, Chicago, Columbus, Dallas / Fort Worth,  Denver, East Bay / 

Oakland, Hampton Roads, Indianapolis, Los Angeles, Miami-Dade, 

Milwaukee, Orange County (California), Sacramento

Inland Empire, Minneapolis / St. Paul, 

Philadelphia / Harrisburg
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Source: Jones Lang LaSalle Research
*Q1 2010 – Q1 2011 (year-over-year)

**Q4 2010 – Q1 2011 (quarter-over-quarter)
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United States market statistics

Total United States

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  11,912,902,345 10.0% 14.4% 26,843,322  $4.24 -0.7% -3.7%

Leased industrial  7,609,408,364 14.0% 19.3% 19,052,594  $4.21 -0.5% -3.7%

   Warehouse & distribution  5,482,736,247 14.5% 20.0% 16,124,903  $4.21 -0.3% -3.4%

   Manufacturing  1,609,647,907 13.9% 19.2% 3,283,052  $3.98 -0.5% -4.8%

Atlanta

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  502,533,273 14.1% 19.4% 2,852,268  $3.17 -0.9% -3.6%

Leased industrial  347,217,634 19.7% 26.5% 3,177,911  $3.20 -0.9% -3.9%

   Warehouse & distribution  323,472,327 19.9% 26.7% 2,749,873  $3.23 -0.9% -3.9%

   Manufacturing  23,745,307 17.2% 23.7% 428,038  $2.82 0.7% 0.4%

Broward County / Fort Lauderdale

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  65,492,081 11.1% 15.2% (129,831)  $6.18 -5.4% -7.1%

Leased industrial  52,261,404 13.6% 17.1% (366,000)  $6.16 -3.3% -5.8%

   Warehouse & distribution  47,614,292 13.2% 16.6% (297,411)  $6.22 -4.2% -4.7%

   Manufacturing  4,647,112 17.5% 21.6% (68,589)  $5.36 7.0% -18.7%

Boston

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  311,513,733 10.8% 17.7% (315,272)  $4.96 -0.6% -2.7%

Leased industrial  217,621,318 13.6% 21.7% (495,655)  $4.98 -1.0% -2.9%

   Warehouse & distribution  114,636,164 15.1% 23.3% (280,688)  $5.14 1.2% -0.8%

   Manufacturing  66,170,059 14.3% 24.5% (291,727)  $4.58 -5.4% -7.7%

Austin

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  53,233,375 11.4% 13.1% 486,689  $5.41 -0.2% 0.6%

Leased industrial  34,512,887 17.4% 18.7% 172,125  $5.43 -0.2% 0.6%

   Warehouse & distribution  25,549,445 19.2% 20.2% 167,205  $5.47 0.4% -3.7%

   Manufacturing  4,650,756 15.4% 19.3% (130,463)  $4.90 -3.5% -1.4%

Central New Jersey

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  312,762,500 11.2% 15.9% (1,139,549)  $4.67 -1.3% -5.3%

Leased industrial  218,692,107 15.2% 20.1% (775,168)  $4.29 -1.4% -4.2%

   Warehouse & distribution  168,058,415 16.0% 21.6% (803,023)  $4.27 -1.6% -2.1%

   Manufacturing  32,900,630 13.7% 16.0% (23,000)  $3.41 4.9% -3.9%

Baltimore / Washington, DC

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  269,405,290 10.9% 15.5% 109,691  $5.57 -1.3% -3.4%

Leased industrial  189,322,899 14.3% 19.4% (485,280)  $5.53 -1.1% -2.9%

   Warehouse & distribution  147,230,124 15.9% 21.6% (358,352)  $5.58 -1.0% -1.1%

   Manufacturing  14,296,054 14.4% 20.3% 92,283  $4.59 -3.3% -20.8%

Central Valley, California

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  79,839,324 18.6% 25.3% (137,818)  $3.60 3.4% 0.0%

Leased industrial  62,992,828 20.4% 28.5% 269,181  $3.60 3.4% 0.0%

   Warehouse & distribution  52,368,420 20.7% 29.2% 215,221  $3.60 0.0% -3.2%

   Manufacturing  10,624,408 18.9% 25.0% 53,960  $3.12 4.0% 0.0%



On Point • North America Industrial Outlook • Spring 2011   19Jones Lang LaSalle

Chicago*

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  1,119,275,583 12.1% 15.8% 7,736,908  $4.17 1.0% -3.5%

Leased industrial  712,380,487 15.9% 20.1% 4,605,625  $4.07 -1.0% -4.9%

   Warehouse & distribution  429,682,675 17.9% 22.1% 4,359,518  $4.28 1.2% -1.4%

   Manufacturing  171,212,289 16.8% 21.6% 186,873  $3.35 -8.7% -10.2%

Dallas / Fort Worth

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  516,868,529 11.6% 15.2% 3,052,587  $3.56 0.6% -2.7%

Leased industrial  340,817,406 17.0% 21.2% 3,413,731  $3.52 -0.8% -1.7%

   Warehouse & distribution  418,069,798 13.6% 17.8% 3,053,022  $3.39 0.0% -3.7%

   Manufacturing  52,694,120 4.6% 6.8% 32,686  $3.44 1.8% -3.4%

Charlotte*

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  238,240,057 14.5% 18.6% 154,036  $3.16 -1.6% -1.9%

Leased industrial  182,067,229 18.4% 22.9% (156,656)  $3.12 -1.9% -2.5%

   Warehouse & distribution  136,380,928 16.7% 20.9% 398,363  $3.22 -1.8% -4.2%

   Manufacturing  45,686,301 23.5% 29.1% (555,019)  $2.85 -2.4% 3.3%

Columbus

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  229,023,594 11.0% 15.8% (878,999)  $2.76 -1.1% -2.1%

Leased industrial  136,672,475 17.2% 24.0% (798,170)  $2.75 -1.8% -3.2%

   Warehouse & distribution  110,917,379 17.7% 25.0% (1,025,221)  $2.75 -2.1% -3.8%

   Manufacturing  15,197,689 20.1% 25.8% 250,619  $2.72 2.3% -1.4%

Cincinnati / Dayton

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  337,512,133 11.0% 15.4% (613,162)  $2.95 -0.7% -6.1%

Leased industrial  194,353,154 17.4% 22.9% (445,214)  $2.92 -0.7% -5.5%

   Warehouse & distribution  135,733,888 15.3% 21.6% 295,332  $3.01 -0.7% -3.5%

   Manufacturing  38,539,255 29.4% 33.3% (145,430)  $2.34 -2.5% -10.0%

Denver

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  227,957,997 8.2% 11.9% 340,963  $5.27 -4.7% 13.1%

Leased industrial  143,971,675 9.6% 16.6% 263,175  $5.29 -0.6% -1.7%

   Warehouse & distribution  115,027,378 9.6% 15.5% 168,521  $5.29 -1.1% -2.9%

   Manufacturing  26,937,060 7.9% 13.3% 94,654  $5.30 2.3% 5.8%

Cleveland

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  408,466,183 9.9% 13.8% 488,141  $3.03 -1.6% -4.4%

Leased industrial  228,080,608 15.4% 20.2% 172,690  $3.00 0.0% -4.5%

   Warehouse & distribution  108,653,827 16.4% 22.4% 49,298  $3.18 -0.3% -8.9%

   Manufacturing  88,973,221 16.9% 21.3% 112,209  $2.89 1.0% -2.7%

Detroit

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  435,417,348 14.1% 20.0% 2,608,206  $3.83 -0.5% -3.5%

Leased industrial  266,630,383 19.4% 26.1% 1,412,191  $3.82 -0.3% -2.6%

   Warehouse & distribution  122,097,772 21.6% 30.3% 686,236  $3.83 0.5% -1.0%

   Manufacturing  88,445,802 22.4% 28.5% 280,631  $3.64 -0.3% -4.7%
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Greensboro / Winston-Salem*

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  206,914,107 9.7% 14.8% 773,943  $3.02 2.7% 6.0%

Leased industrial  126,967,566 14.6% 21.3% 777,443  $3.00 2.4% 6.4%

   Warehouse & distribution  80,855,223 14.6% 22.2% 391,572  $3.18 -0.9% 4.3%

   Manufacturing  46,112,343 14.4% 19.7% 385,871  $2.63 11.0% 15.4%

Inland Empire

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  401,363,472 9.1% 13.3% 2,423,932  $3.83 -0.3% -3.3%

Leased industrial  267,836,515 12.1% 16.9% 1,723,048  $3.69 -0.8% -6.8%

   Warehouse & distribution  220,322,731 12.0% 16.5% 1,892,967  $3.70 -0.5% -6.6%

   Manufacturing  47,513,784 12.2% 18.7% (169,919)  $3.66 1.7% -4.7%

East Bay / Oakland

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  137,500,723 9.6% 14.0% 288,554  $5.04 -2.3% -10.6%

Leased industrial  105,699,493 11.4% 16.3% 185,368  $5.04 -2.3% -8.7%

   Warehouse & distribution  83,646,749 11.6% 16.1% 175,550  $4.92 -4.7% -8.9%

   Manufacturing  22,052,744 10.7% 17.3% 9,818  $5.28 0.0% -13.7%

Indianapolis

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  235,392,884 8.6% 13.7% 909,903  $2.96 1.7% -3.6%

Leased industrial  143,396,333 12.9% 18.8% 950,086  $3.10 1.6% -3.4%

   Warehouse & distribution  93,403,634 11.0% 15.3% 176,746  $3.07 -0.6% -5.0%

   Manufacturing  40,482,894 17.8% 27.4% 724,460  $3.09 2.3% -4.9%

Hampton Roads

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  79,639,065 7.8% 11.3% (40,562)  $4.51 -0.2% -3.0%

Leased industrial  50,560,365 11.0% 15.0% 22,165  $4.47 0.9% 0.4%

   Warehouse & distribution  29,025,113 15.8% 21.0% 36,365  $4.47 1.1% -1.3%

   Manufacturing  10,484,534 7.4% 11.3% (14,200)  $4.53 4.4% -1.7%

Jacksonville

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  99,078,195 11.3% 16.0% (346,361)  $3.45 -1.4% -5.5%

Leased industrial  63,852,200 16.1% 21.4% 227,361  $3.52 -0.3% -4.3%

   Warehouse & distribution  46,020,155 17.8% 24.0% 226,561  $3.46 -0.6% -2.8%

   Manufacturing  6,374,529 14.9% 22.2% (160,000)  $2.82 0.0% -33.6%

Houston

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial 376,510,756 5.7% 10.0% (268,198) $4.71 0.0% 2.8%

Leased industrial 209,998,409 9.0% 14.4% (218,804) $4.65 -0.2% -0.2%

   Warehouse & distribution 170,778,542 9.6% 15.0% (319,563) $4.78 1.9% 3.0%

   Manufacturing 21,909,831 5.9% 13.3% (107,685) $3.83 -2.5% -9.5%

Kansas City*

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  262,394,020 7.2% 10.8% (232,305)  $4.25 -0.7% -1.8%

Leased industrial  154,402,271 10.5% 15.1% 111,137  $4.38 1.9% 1.4%

   Warehouse & distribution  109,767,820 11.1% 16.4% 219,438  $4.35 1.4% 0.0%

   Manufacturing  27,027,693 12.0% 15.7% (109,836)  $4.17 1.7% -2.3%
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Memphis

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  193,007,954 13.3% 18.4% 446,765  $2.38 0.4% -2.1%

Leased industrial  145,224,131 17.2% 22.9% (82,868)  $2.38 0.0% -4.0%

   Warehouse & distribution  123,035,268 19.0% 24.4% (96,384)  $2.38 -0.8% -4.0%

   Manufacturing  14,856,082 9.9% 15.9% 383,000  $2.71 8.0% 13.4%

Northern New Jersey*

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  417,602,327 8.0% 12.6% (59,746)  $5.61 -1.1% -6.0%

Leased industrial  283,359,803 11.3% 16.9% (125,067)  $5.48 -2.3% -6.6%

   Warehouse & distribution  192,087,823 11.2% 16.5% 189,693  $5.56 -3.0% -5.4%

   Manufacturing  44,546,742 11.4% 16.1% (311,871)  $5.67 1.6% -3.7%

Los Angeles

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  706,476,049 5.1% 8.7% (1,571,848)  $5.99 -0.2% -5.8%

Leased industrial  365,609,245 8.2% 12.8% (1,746,543)  $5.88 -2.0% -5.8%

   Warehouse & distribution  257,211,588 8.7% 12.8% (1,635,981)  $5.97 1.5% -4.3%

   Manufacturing  108,397,657 7.2% 12.9% (110,562)  $5.51 -0.2% -4.3%

Nashville

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  172,313,405 11.2% 17.9% (123,693)  $3.00 1.7% -1.6%

Leased industrial  118,381,628 14.0% 22.9% (167,090)  $3.06 1.7% -4.7%

   Warehouse & distribution  87,646,557 16.4% 25.7% (878,306)  $3.07 -0.3% -5.5%

   Manufacturing  22,555,422 7.0% 15.8% 312,000  $2.27 -0.9% -15.0%

Miami-Dade

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  126,839,687 10.4% 14.9% 652,726  $4.93 -21.9% -29.4%

Leased industrial  96,576,703 12.8% 17.8% 467,476  $6.10 -3.2% -12.5%

   Warehouse & distribution  81,220,910 12.9% 18.4% 538,560  $6.00 -5.7% -9.6%

   Manufacturing  15,355,793 12.6% 14.7% (71,084)  $6.97 26.3% -28.9%

NYC / Long Island / Westchester-Connecticut

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  369,363,742 7.2% 12.9% 780,590  $6.63 0.8% 0.2%

Leased industrial  238,348,281 10.2% 16.6% 420,834  $6.56 0.8% -0.3%

   Warehouse & distribution  135,001,996 9.5% 17.1% 232,035  $7.02 2.8% -1.3%

   Manufacturing  57,980,249 17.3% 24.0% 179,213  $5.31 2.3% -4.8%

Minneapolis / St. Paul

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  234,945,194 6.0% 13.1% 409,243  $4.83 0.0% -2.0%

Leased industrial  171,484,667 7.4% 15.4% 162,401  $4.90 0.2% -2.4%

   Warehouse & distribution  81,528,567 9.1% 18.0% 157,022  $4.99 0.2% -2.0%

   Manufacturing  68,950,545 6.3% 14.6% 63,747  $4.63 0.0% -2.5%

Orange County

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  114,079,920 5.3% 9.3% 171,973  $6.28 -1.3% -9.8%

Leased industrial  63,434,681 8.5% 12.5% 52,045  $6.21 -2.4% -10.8%

   Warehouse & distribution  38,332,853 8.1% 11.6% 61,833  $6.11 -3.9% -12.2%

   Manufacturing  25,101,828 9.1% 13.9% (9,788)  $6.35 -0.2% -3.8%
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Palm Beach

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  24,187,707 11.8% 15.3% 95,359  $6.54 -4.5% -5.4%

Leased industrial  15,898,017 16.8% 21.0% 105,694  $6.63 -2.5% -3.1%

   Warehouse & distribution  12,485,863 16.0% 19.0% 100,894  $6.41 -0.8% -2.4%

   Manufacturing  3,412,154 19.8% 28.2% 4,800  $7.73 -5.4% -2.0%

Portland

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  189,499,691 8.4% 11.7% 219,491  $4.73 -0.8% -6.3%

Leased industrial  135,102,433 10.3% 13.8% 172,636  $4.84 0.2% -5.3%

   Warehouse & distribution  88,347,807 11.7% 15.6% 104,800  $4.96 0.2% -4.8%

   Manufacturing  24,395,334 11.2% 15.3% (70,095)  $4.46 -0.7% -7.5%

Orlando

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  114,615,568 11.5% 15.5% 238,918  $4.28 -0.7% -9.5%

Leased industrial  64,843,254 18.2% 23.4% (228,665)  $4.27 -0.7% -9.5%

   Warehouse & distribution  54,748,207 19.4% 23.9% (354,956)  $4.32 -0.9% -8.3%

   Manufacturing  10,095,047 11.9% 20.9% 126,291  $4.01 4.4% -14.9%

Pittsburgh

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  119,714,664 7.2% 14.3% 1,314,049  $4.41 -1.3% -2.6%

Leased industrial  75,224,922 9.2% 15.9% 440,935  $4.25 -2.5% -2.3%

   Warehouse & distribution  48,085,435 9.8% 17.8% 438,372  $4.20 -1.9% -3.7%

   Manufacturing  19,011,151 9.9% 13.0% 32,683  $3.46 -3.1% 0.9%

Philadelphia / Harrisburg

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  813,379,572 9.0% 14.1% 1,914,879  $3.90 -0.3% -3.0%

Leased industrial  514,747,498 12.8% 19.1% 1,927,710  $3.96 0.3% -2.2%

   Warehouse & distribution  346,506,834 14.4% 22.2% 2,222,309  $4.01 -0.2% -3.6%

   Manufacturing  105,409,137 10.8% 14.1% 501,377  $3.60 1.4% 1.4%

Richmond

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  86,747,506 11.8% 15.7% 24,332  $3.42 1.5% -6.0%

Leased industrial  46,422,002 18.2% 22.7% 420,841  $3.49 2.0% -1.1%

   Warehouse & distribution  31,742,665 17.3% 20.6% 107,549  $3.54 2.6% -2.7%

   Manufacturing  10,451,599 26.1% 34.5% 14,455  $3.31 0.3% -0.9%

Phoenix

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  265,636,587 13.9% 12.9% 784,601  $5.29 -2.0% -6.2%

Leased industrial  161,774,230 20.0% 18.7% 392,382  $5.20 0.8% -6.3%

   Warehouse & distribution  118,877,145 20.7% 19.6% 453,967  $4.95 0.6% -8.2%

   Manufacturing  26,421,545 23.8% 21.2% 85,294  $5.74 -0.3% 0.0%

Sacramento*

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  143,357,589 13.0% 14.6% 156,426  $4.32 0.0% -5.3%

Leased industrial  103,503,080 16.0% 17.7% 136,010  $4.32 0.0% -5.3%

   Warehouse & distribution  93,697,931 15.7% 17.0% 121,045  $4.32 0.0% -2.7%

   Manufacturing  9,805,149 19.0% 24.5% 14,965  $4.20 0.0% -10.3%
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San Diego

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  144,914,354 8.5% 12.3% 264,040  $7.92 -1.5% 0.0%

Leased industrial  102,859,836 11.4% 15.7% 170,284  $8.04 0.0% 1.5%

   Warehouse & distribution  64,225,891 10.5% 16.1% 96,621  $7.68 -1.5% -1.5%

   Manufacturing  50,428,867 10.0% 13.6% 70,930  $8.04 -1.5% 1.5%

St. Louis

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  220,540,334 8.4% 15.1% 792,096  $3.64 1.7% -4.0%

Leased industrial  114,220,935 13.6% 21.7% 476,134  $3.63 1.4% -2.7%

   Warehouse & distribution  87,207,504 14.3% 22.2% 213,624  $3.62 1.7% -2.7%

   Manufacturing  21,642,289 12.9% 22.3% 246,901  $3.38 -1.7% -2.0%

San Antonio

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  73,682,848 9.1% 12.5% 487,247  $4.29 0.0% -4.7%

Leased industrial  54,433,466 11.2% 15.4% 755,248  $4.33 -0.2% -5.0%

   Warehouse & distribution  35,515,028 13.9% 17.9% 263,774  $4.13 -0.2% -7.8%

   Manufacturing  9,612,448 12.2% 14.8% 359,825  $4.33 -2.3% 2.1%

Silicon Valley / South Bay

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  53,620,507 7.9% 12.1% 162,016  $6.60 0.0% -1.8%

Leased industrial  44,789,039 9.3% 14.1% 153,616  $6.60 0.0% -1.8%

   Warehouse & distribution  30,786,218 10.5% 14.9% 199,826  $6.48 0.0% -1.8%

   Manufacturing  14,002,821 6.6% 12.4% (46,210)  $7.08 1.7% 1.7%

San Francisco Peninsula

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  48,462,210 6.9% 9.8% (47,405)  $8.76 0.6% -2.2%

Leased industrial  37,794,579 7.9% 11.0% (77,752)  $8.69 0.7% -1.8%

   Warehouse & distribution  23,021,592 10.1% 14.2% (57,997)  $8.37 1.2% -2.1%

   Manufacturing  4,836,941 5.5% 9.5% (33,302)  $8.83 -0.8% -2.6%

Tampa Bay

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  147,143,680 10.6% 14.4% 724,101  $4.04 -1.0% -6.9%

Leased industrial  67,057,951 18.1% 23.4% 697,460  $4.07 0.5% -6.2%

   Warehouse & distribution  53,874,762 18.9% 24.9% 607,256  $4.04 -0.2% -5.6%

   Manufacturing  13,183,189 14.7% 17.5% 90,204  $4.29 0.0% -7.9%

Seattle

Type
Total 

stock (s.f.)
Total 

vacancy
Total 

availability
YTD Net

 absorption
Q1 ‘11 

avg. rent 
Q-Q % 
change

Y-Y % 
change

Total industrial  226,437,028 7.4% 10.9% 883,398  $5.33 0.4% -3.1%

Leased industrial  138,010,337 11.6% 16.6% 786,583  $5.34 0.4% -2.6%

   Warehouse & distribution  108,235,004 12.4% 17.5% 861,817  $5.25 0.2% -3.1%

   Manufacturing  22,517,503 10.3% 16.5% (49,697)  $5.54 -0.4% -3.5%

Source: JLL Americas Research

Total industrial: Includes all existing industrial buildings over 30,000 square feet 

Leased industrial: Includes all existing industrial buildings, excluding owner occupied, over 30,000 square feet 

Warehouse & distribution: Includes all existing warehouse, distribution and light distribution buildings, 

excluding owner occupied, over 30,000 square feet 

Manufacturing: Includes all existing manufacturing and light manufacturing buildings, excluding owner 

occupied, over 30,000 square feet

*These markets are based on a 10,000-square-foot building size.
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United States local markets

Economy

Atlanta’s economy limped along in the fi rst quarter with payrolls and the 

labor force numbers yet to turn upward. While manufacturing output and 

employment have begun growing, high levels of excess inventory among all 

real estate property types have kept construction and related employment 

stubbornly low, which has deterred the usual post-recession pattern. Growth 

in retail sales and construction are especially important for Atlanta because 

these sectors saw the greatest job losses in the recession. Expanding sectors, such as professional services, 

education and healthcare will not draw as many workers from the unemployed ranks as construction and 

retail trade.

Market conditions

The industrial market is slowly recovering, but the good news is geographically unbalanced. Most leasing 

activity during the quarter occurred in submarkets south of the city, particularly along the I-85 South corridor. The 

Northeast corridor showed signs of life, while pockets like Fulton Industrial and McDonough continued to struggle. 

Overall, Atlanta’s vacancy ticked down for the second month in a row, a welcomed development for a market that 

had not seen two consecutive quarters of positive absorption since the economic downturn began. Consolidations 

and relocations continued as a theme this quarter; fi nancially strong corporate tenants have taken advantage of 

a down market by upgrading to modern facilities at bargain rates. With state-of-the-art product being snatched 

up, landlords are beginning to stiffen in negotiations, cutting back on concessions such as free rent and tenant 

improvement allowances, and are less desperate to capture any deal versus the right deal.

Something to watch

Facilities built in the last decade have signifi cantly outperformed the remainder of the market through the 

downturn and now into the recovery. Watch for vacancies in this segment to fall below the rest of the market and 

for tenants to begin competing for remaining prime spaces. With this competition, asking rates should begin to 

slowly rise and build-to-suit activity should pick up.

Outlook

In 2011, the market is likely to remain split between the ‘haves’ and ‘have-nots.’ Well-capitalized landlords 

possessing modern facilities will see their bargaining position steadily improve while cash-strapped owners and 

those offering functionally obsolete product will struggle to attract the kinds of deals they would like. Similarly, 

less credit-worthy tenants may fi nd landlords less willing to negotiate, while the fi nancially strong continue to take 

advantage of opportunities created by excess inventory.

Atlanta 

Overall vacancy 14.1% Average asking rent    $3.17 p.s.f.

YTD Net absorption     2,852,268 s.f.

Overall vacancy 10.9% Average asking rent    $5.57 p.s.f.

YTD Net absorption     109,691 s.f.

Economy

The Baltimore / Washington economy continued positive trends in the 

beginning of 2011, despite steep federal budget defi cits and political 

discord. The Metro DC labor market added 29,000 jobs over the 12-month 

period ending March 2011 and the unemployment rate stood at 5.9 percent, 

well below the national average.  Job gains in early 2011 spread beyond 

the federal government to encompass virtually all industry sectors of the 

region’s employment base. The Baltimore economy has been fairly insulated from the full impact of the economic 

downturn due to a high concentration of noncyclical industries and a strategic location between the center of the 

federal government and the nation’s leading fi nancial hubs. As a sign of economic recovery, the Port of Baltimore 

reported record container cargo volume of 629,000 TEUs for the 12-month period ending March 2011.

Market conditions

Absorption of Class A space has been fairly strong and activity for that subcategory has carried the region. In 

Metro DC, there continues to be a fl ight to quality, with some expanding businesses looking at new construction 

near the Beltway to the east of DC in Maryland and to the west near Dulles Airport. Vacancy continued to 

edge downward in Baltimore with large blocks of Class A space limited. The fl ex market is still soft, and 

double digit vacancy persists in the outer submarkets. The fi rst quarter saw signifi cant sale activity with Kohl’s 

purchase of a 602,250-square-foot warehouse property outside of Baltimore in Edgewood, Maryland, for $20.5 

million. Industrial Income Trust closed on the largest transaction of the quarter for the region, purchasing a 

824,298-square-foot distribution property in Hagerstown, Maryland, for $41.2 million.

Something to watch

Rising fuel prices may begin to impact trends among submarkets as any potential savings from moving to lower 

cost space in more remote locations could easily be surpassed by the steady increase in gas prices. The trend 

would particularly impact service businesses that make multiple round trips per day to and from their customers.

Outlook

With a slowly recovering economy, low interest rates and loosening credit facilities, many businesses that had 

curtailed major expenditures in equipment and real estate are now resurfacing. Construction activity remained 

limited in the fi rst quarter, but developers near Dulles and around the Washington Beltway in Maryland are 

beginning speculative projects.  Market fundamentals should become increasingly tight, transitioning the region 

to a neutral dynamic between tenants and landlords in 2012.

HOUSTONBaltimore / Washington, DC
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Economy

The unemployment rate for the Boston Metropolitan Statistical Area (MSA) was 

a nonseasonally adjusted 7.1 percent in March, the lowest rate in nearly two 

years and a full percentage point lower than the 8.1 percent recorded in March 

2010. Each month, the local unemployment rate has remained lower than that 

of the United States, currently 9.2 percent, for the duration of the recession.  

From a job standpoint, education and health services continues to be the largest source of jobs in Greater Boston, with 

21.2 percent of the total nonfarm job employment. Over the past two years, the total number of jobs in this sector has 

grown 5.0 percent, while those in fi nancial activities, historically a large source of employment in Greater Boston, have 

declined 5.0 percent during this same period. Over fi ve years, jobs in education and health services have grown 13.5 

percent while fi nancial activities have seen an 8.0 percent decline. Year-over-year, the manufacturing sector has grown 

1.4 percent while the trade, transportation and utilities sector has grown 0.8 percent.

Market conditions

Three large sales transacted this quarter, each of which involved institutional investors. Cornerstone Real Estate 

Advisors purchased 325 Turnpike Road in Southborough for $23.0 million from Southborough Partners LLC in a 

foreclosure sale. In Northborough, TA Associates Realty acquired 55 Lyman Street from INVESCO for $18.3 million, 

or $70 per square foot. Lastly, Angelo, Gordon & Co. purchased 20 Harvard Road in Littleton for $15.0 million in an all 

cash, sale-leaseback transaction. Sunny Delight will now lease the manufacturing facility for 15 years.

Something to watch

There are over 10 requirements in the market seeing over 100,000 square feet of space. The lack of new construction 

in the pipeline will ensure that market fundamentals will tighten as tenants execute transactions. It is expected that 

there will be an increase in investor activity, from both local and national investors. 

Outlook

The local industrial market will remain tenant-favorable through 2011. Renewals are expected to remain a popular 

strategy, but tenants remain well-positioned to negotiate favorable rents, terms and options. 

Boston

Economy

Port Everglades was the second busiest cruise port in the country in 

2010, behind the Port of Miami. The port witnessed an increase of a 

whopping 37.7 percent in the total number of passengers departing the 

port as compared to 2009. This growth will be hugely benefi cial to the 

regional economy as it should help create new jobs and generate more 

trade for supporting industries like food & beverage, fl owers, commodities 

and others. The Fort Lauderdale economy also improved this quarter, with the unemployment rate falling by 

80 basis points to 9.7 percent. However, Florida’s strong ties to the lagging residential real estate market will 

delay any stronger job growth throughout the county in 2011.

Market conditions

Although elevated vacancy levels continue to exert downward pressure on rents, the lack of new supply 

and modest absorption levels have help stabilize overall vacancy. In spite of slightly negative net absorption 

reported in the fi rst few months of the year, the county’s vacancy rate increased only modestly, up by 20 

basis points, compared to previous quarters. Approximately 600,000 square feet of industrial transactions 

were closed in Broward in the fi rst quarter, a 3.1 percent decrease from the same time last year. Seventy-

fi ve percent of this activity comes from lease transactions signed in the submarkets of Southeast Broward, 

Northeast Broward and Central Broward.

Something to watch

The past quarter saw an increase in the number of owner-users touring the market. Entrepreneurs are 

gradually gaining confi dence given current market conditions and are beginning to look to expand or open 

new businesses. They are now taking advantage of the existing low prices and many prefer to buy industrial 

spaces for their operations instead of renting. This trend, however, is observed mostly in the sector of owner 

occupied spaces less than 30,000 square feet.  Due to the demand for owner-user buildings, sellers are now 

increasingly under pressure to put their buildings in the market for sale. Additionally, the lending environment is 

beginning to become more relaxed as consumer confi dence returns to the market, which is another supporting 

factor for owner-users in the market.

Outlook

It will likely take approximately two years to absorb the existing inventory and before new construction activity 

takes place. Increases in trade volumes from Port Everglades and the Fort Lauderdale International Airport will be 

needed to increase demand for industrial product in the county.  We expect Broward’s growth chart to be relatively 

fl at throughout the year. It will be likely toward the end of the year before this growth will pick up any momentum.

HOUSTONBroward County / Fort Lauderdale

Overall vacancy 10.8% Average asking rent    $4.96 p.s.f.

YTD Net absorption     -315,272 s.f.

Overall vacancy 11.1% Average asking rent    $6.18 p.s.f.

YTD Net absorption     -129,831 s.f.
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Economy

As the Central New Jersey industrial market is heavily impacted by both the 

conditions of the national and regional economies, the market’s slowdown 

from the fourth quarter of last year is a strong indicator that the broad economy 

is not yet improving at full capacity. However, national and regional tenant 

interests are clearly returning to the market. The market continues to offer low 

occupancy costs for high quality buildings with great access to major highways 

and the Port. Due to these attractive market characteristics, it is expected that the market will improve quickly when 

general economic recovery picks up more speed. 

Market conditions

Despite experiencing healthy positive net absorption in 2010, the Central New Jersey industrial market swung to 

negative absorption in the fi rst quarter. However, interest in the market appears to be stable, as tenant showings 

increased in the Exit 10 and 8A submarkets. The ongoing trend of large tenants searching for better opportunities, 

either through renewals and/or expansions within the market, continues at a brisk pace.  

In the Exit 8A market, a six-building industrial portfolio totaling in excess of 1.0 million square foot was sold to a 

fi nancial institution’s prime property fund following a highly competitive market offering.  This sale is a key indicator 

that the market has turned the corner, renewing optimism in the investment sales market.  Additionally, a Phoenix-

based data center service provider leased a 830,000-square-foot facility in the Exit 10 submarket. The former printing 

facility now serves as the world’s largest modular data center and is readily accessible to customers in the greater 

metropolitan area, as well as the major airports and marine ports in the Mid-Atlantic region.  

Something to watch

The window of opportunity still seems to continue for tenants that require large blocks of space. However, it is 

expected to close relatively quickly in coming quarters. 

Outlook

The Central New Jersey industrial market continued to stabilize despite an overhang in overall market conditions.  

Landlords appear to be gaining back their confi dence, albeit at a very modest pace as concessions and tenant 

improvement allowances have slightly dropped over the past several quarters. Since there is no further major 

speculative construction currently coming online, average asking rents and net effective rents are expected to narrow 

in coming quarters.

Central New Jersey

Economy

Economic conditions in the Central Valley improved slightly during early 

2011, but high unemployment and slow hiring continue to plague the 

region. The unemployment rate recorded a small decline, but remained 

above 16 percent in the fi rst quarter. Economic recovery will be slow for 

the Central Valley, despite steady growth in nearby coastal markets. The 

legacy of housing market woes will weigh on the region for the next few 

years, stifl ing consumer spending and income growth. Despite these problems, growth is imminent and public 

and private efforts to revitalize the economy will help jump-start the next growth cycle. 

Market conditions

Growing trade activity and an improving consumer sector along the West Coast are facilitating a turnaround in 

the Central Valley. Although a large amount of space remains vacant, a limited supply of sophisticated Class 

A properties exceeding 500,000 square feet could prompt built-to-suit construction as regional distribution 

operations continue to expand. Tenants have the upper hand in lease negotiations, and rents remain 

relatively low. Leasing velocity was below average during the quarter, but tenants looking to expand or renew 

are expected to lock in rates this year in anticipation of rent increases as the market continues to improve. 

Investment activity remained subdued with few properties trading hands in the fi rst quarter. Many buildings 

on the market are empty or poorly leased, refl ective of weak demand conditions, but could be viewed as 

opportunities for investors with plans to reposition or upgrade the facilities to meet the demands of more 

sophisticated warehouse tenants. An abundance of space is available on the market, but only few properties 

are able to offer adequate distribution space or logistics support, which is in high demand from tenants. 

Something to watch

The Central Valley is a key logistics hub with easy access to major metropolitan areas in California, Nevada 

and Arizona within a day’s drive. Distributors recognize that maintaining facilities in the Central Valley is not 

only a matter of convenience, but also a cost-saving measure. A sophisticated transportation network of 

highways and railways expedites the distribution of goods throughout the majority of the West Coast. These 

advantages over costlier Bay Area industrial markets will support fundamentals over the longer term, despite 

economic-related demand weakness currently.

Outlook

Weak demand will persist in the Central Valley through the year, with a stronger rebound possible in 2012. 

Distributors will drive demand in the coming quarters, which could be a challenge given the lack of available 

contiguous space exceeding 200,000 square feet. Job growth, especially in manufacturing and warehouse 

related positions, will be paramount to a strong recovery in the industrial real estate market.

HOUSTONCentral Valley, California

Overall vacancy 11.2% Average asking rent    $4.67 p.s.f.

YTD Net absorption     -1,139,549 s.f.

Overall vacancy 18.6% Average asking rent    $3.60 p.s.f.

YTD Net absorption     -137,818 s.f.
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Economy

After a rise of 50 basis points in January 2011, the Charlotte metro area’s 

unemployment rate fell 50 basis points in February 2011, landing back at 

10.2 percent.  Construction employment, while posting a 4.1 percent decline 

year-over-year, did make a small 40 basis point improvement in job growth 

in February from the previous month.  The transportation, warehousing and 

air transport sectors also saw modest year-over-year employment growth 

throughout the area, while the manufacturing sector, unable yet to gain traction, continued its year-over-year 

declining trend. 

Market conditions

2010 was a tough year for Charlotte’s overall industrial sector.  In totality, the year posted approximately 1.4 million 

square feet of negative absorption and averaged a 14.6 percent vacancy rate.  Thankfully, the fi rst quarter of 2011 

began with subtle improvements, producing 154,000 square feet of net occupancy gains for Charlotte’s industrial 

sector and, in response, the metro’s vacancy rate fell by 0.1 percentage point, ending the quarter at 14.5 percent.

Something to watch

Rising energy costs will be something to watch as it relates to local demand for warehousing and distribution space.  

As uncertainty in the Middle East continues, the threat of rising oil prices grows.  Subsequently, if oil prices rise, both 

production and transportation costs will increase and drive fi nished goods prices higher, eventually causing consumer 

expenditure to fall and eroding demand for industrial space.

Outlook

Average rental rates experienced their third consecutive quarter of decline, ending at $3.17 per square foot, which is 

1.6 percent lower than fi rst quarter of 2010. Charlotte’s leasing environment continues to be predominantly tenant-

favorable, but a modest increase in demand is expected in 2011and the market could see fundamentals begin shifting 

back toward the landlord’s advantage at the start of 2012. 

Charlotte

Economy

Economic activity in Chicago continued to increase in the fi rst quarter. 

Consumer and business spending increased, credit conditions continued 

to improve and manufacturing production expanded.  Order backlogs 

reached their highest point since February 1974, employment grew to its 

second highest level since 1973 and prices paid for goods and services 

resumed an upward trend.  The Institute for Supply Chain Management’s 

Chicago Purchasing Managers Index reported a seasonally adjusted rate of 70.6, proving resilient growth in 

Chicago.  Construction, however, was again subdued while housing and tax hike concerns persist, dampening 

the pace of recovery.  Should employment gains prove consistent and sustained, as projected, the Chicago 

metro area will better gain momentum.

Market conditions

Although the Chicago market is proving a recovery is underway, the pace of this recovery has been slow and 

inconsistent, with a prediction of further choppiness ahead.  The fi rst quarter did see the completion of several 

larger transactions, with third party logistic providers leading the way, including Schwarz Supply Source, Inc. 

and Synnex Corporation each signing deals in excess of 250,000 square feet.  Activity for manufacturing 

companies has also been strong, with companies like G&W Electric, Florius and others actively seeking space 

this past quarter. Food & beverage and consumer goods companies appear to be adding new requirements in 

Chicago as well, further indicating increased demand for industrial space.

Something to watch

As demand for industrial product continues to increase and vacancy rates decline, rental rates are expected to 

further stabilize and may actually begin rising over the next 12 months.  Additionally, as fuel costs continue to 

rise, companies will seek out further effi ciencies in their supply chains, which will be a key driver of future real 

estate decisions in Chicago, the transportation and distribution center of the Midwest.

Outlook

The Chicago industrial market continues to show positive signs moving forward, as new user and investor 

activity returns to the market.  With an increase in liquidity through the reemergence of CMBS lending, 

the ability to fi nance assets has now also strengthened.  Investment in Chicago continues to outpace user 

demand.  Investors have been focused on Class A properties with strong credit tenants and limited vacancy, 

but are now starting to creep up the risk spectrum to seek higher returns as lenders are becoming more 

comfortable with all major asset types as well as some specialty products given the right fundamentals.

HOUSTONChicago

Overall vacancy 14.5% Average asking rent    $3.16 p.s.f.

YTD Net absorption     154,036 s.f.

Overall vacancy 12.1% Average asking rent    $4.17 p.s.f.

YTD Net absorption     7,736,908 s.f.
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Economy

The local unemployment rate, which has been trending downward for most 

of the year, currently stands at 8.1 percent, signifi cantly below the national 

average. Over the past 12 months, there has been positive job growth 

of 63,600 jobs. Forecasts from the Dallas Fed, Moody’s  and Economy.

com all peg 2011 job growth in the 2.5 percent to 3.0 percent range, which 

should make Dallas one of the leading markets across the country next year.  

Meanwhile, the manufacturing sector, which had been seeing positive job growth in 2010, saw a slight pull back in 

early 2011 on jobs for greater Dallas / Fort Worth.  Year-over-year, there are 2,700 less manufacturing jobs for the 

Metroplex through February (the latest fi gures available from the Texas Workforce Commission).

Market conditions

Net absorption has been positive for six consecutive quarters, indicating that the market is on the mend.  For the fi rst 

quarter, net absorption was nearly 3.1 million square feet, almost matching the entire 3.1 million square feet recorded 

for all of 2010.  As such, the total vacancy rate declined in the quarter to 11.6 percent.  Vacancy appears to have 

crested in the third quarter of 2009 at 12.6 percent and has been declining since.  Average asking rental rates were 

fl at in the fi rst quarter, rising two cents to $3.56 per square foot.  Year-over-year, rates are down 10 cents.  With the 

increase in leasing activity and improved fundamentals, and combined with no signifi cant speculative construction in 

the pipeline, vacancy is expected to decrease further in 2011, moving the Metroplex from a tenant market into more 

neutral territory.  Average asking rates are expected to remain fl at in 2011, but effective rates are anticipated to rise as 

landlords offer less concessions. 

Something to watch

Construction deliveries for 2010 came in under 1.4 million square feet.  With the 1.0 million-square-foot Whirlpool built-

to-suit scheduled for delivery next quarter, the square feet of newly delivered product should be relatively fl at with last 

year.  This is substantially below the peak of the market when close to 20 million square feet was completed in 2008. 

Speculative construction, which had been a major component of the construction boom between 2007 and 2009, will 

not be much of a factor for 2011. With total vacancy down below 12 percent, it is likely that at least one developer will 

kick off a speculative industrial project before year-end.       

Outlook

Six consecutive quarters of positive net absorption has pushed the vacancy rate down to 11.6 percent, which is 

enough that effective rents are beginning to rise.  Average asking rates are expected to fi rm up over the next quarter or 

two as landlords gain more confi dence in a sustained market recovery.  With the total vacancy rate below 12 percent, 

also look for the kick off of at least one speculative project before year-end.

Economy

The Cleveland metropolitan economy is emerging with some solid performing 

industries.  Manufacturing companies who reacted to the economic downturn 

by sticking to their core competencies, tightening early in the process and 

paying attention to detail, have started to spend again to maintain their market 

positions.  Manufacturing, food & beverage and steel companies are active, 

and now developers are even reaching out with increased purchasing activity.  

Automotive investment, along with aggressive state economic programs, has recently provided Cleveland with more 

wins than losses.

Market conditions

The current conditions for the local industrial property market in Cleveland depend on the product type.  Bulk 

distribution centers are rare and scarce.  Little or no Class A available space has begun to create leverage.  Medium-

sized DC’s are still available and are quite competitive for quality tenants to choose from.  Flex space is also still quite 

tenant favorable; but in all sizes and classes, pricing is not as fl exible as it has been in the recent past, and that trend 

is changing.

Something to watch

With respect to pricing, expect it tougher to be able to get rates of the last two years. Due to the lack of new 

construction, and the absorption of existing product over the last few years, the best spaces are now starting to hold 

tougher lines when discussing rates.  Gas and oil exploration companies have been circling the Midwest markets and 

taking mid-sized facilities, almost to extinction.  It is an industry that is becoming hard to satisfy, but its potential is as of 

yet undetermined.      

Outlook

The viewpoint for the Cleveland industrial market going forward is enthusiastic.  Activity is improving, tenants 

are closing transactions and activity is now producing results.  Landlords have continued to be fl exible, but not 

unreasonable.  2011 should be a good year as all facets of industrial real estate continue to emerge.   

Dallas / Fort WorthCleveland

Overall vacancy 11.6% Average asking rent    $3.56 p.s.f.

YTD Net absorption     3,052,587 s.f.

Overall vacancy 9.9% Average asking rent    $3.03 p.s.f.

YTD Net absorption     488,141 s.f.
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Economy

As the local economy continues to recover, there is still substantial 

uncertainty, making progress slow. Unemployment rose 20 basis 

points to 9.3 percent in February, an all-time high. Conversely, hiring 

and production expanded in the energy sector as drilling activity in oil 

and gas fi elds increased. Although Denver experienced slightly rising 

unemployment due to a rising labor force, the positive signs that emerged 

at the end of 2010 are still proving to be resilient. Many employers are taking a cautiously optimistic approach 

on hiring. Full recovery will surface only once employment stabilizes, even if only gradually.

Market conditions

The Denver industrial market continued to stabilize in the fi rst quarter. Although there has not been explosive 

growth or distinct traction, there is a fair amount of pent-up demand that has started to break loose. Net 

absorption remained positive and activity continued to be dynamic. There were several large leases signed, 

including deals by Solar Solutions and Stag Parkway. Although requirements have started to increase 

throughout the market, tenants are still slow to make decisions. One of the industries with the highest 

demand is the oil and gas industry. Also, the Southeast and Southwest submarkets continued to show signs 

of recovery. In the Southeast, user building sales still dominated activity. The Southwest, on the other hand, 

witnessed some signifi cant movement of tenants during the quarter. The market will point to a continued 

recovery throughout the rest of 2011 and into 2012. 

Something to watch

Colorado is on the forefront of new energy development, leading the nation with access to resources that 

support sustainability to universities with world-class research centers and labs. It also has the Colorado 

Renewable Energy Collaboratory, which works with the private sector to develop new technologies. Denver 

and Northern Colorado rank sixth for fossil energy employment and seventh for clean-tech employment in 

2010. Several companies are developing major manufacturing facilities in the region, including Vestas Wind 

Systems, SMA Solar Technology and Ascent Solar Colorado.

Outlook

2011 in Denver will continue to bring slow but steady growth due to anticipated expansion across employment 

sectors. Leasing activity will pick up throughout the year and remain active, while net absorption will likely 

be moderate. Although the market is not landlord-favorable yet, it will begin shifting from tenant-favorable to 

neutral in 2012 across the majority of its submarkets. Rental rates are expected to bottom out and then remain 

consistent for the foreseeable future; however, effective rates will become more attractive to building owners, 

as lower leasing concessions and less free rent occur as the market tightens up.

HOUSTONDenver

Overall vacancy 8.2% Average asking rent    $5.27 p.s.f.

YTD Net absorption     340,963 s.f.

Economy

Unemployment in Detroit is 11.0 percent, which is higher than the national 

average, but automotive companies are now calling back workers.  This will 

trigger further optimism and spark growth in the local employment of other 

service sectors.

Market conditions

There was 285,000 square feet of new construction added in the fi rst quarter of 2011, but both buyers and tenants are 

continuing to be cautious in their decision making.  Rents have continued to reduce, down another 4.7 percent from 

last quarter, but the bottom out of the market is now showing.

Something to watch

Watch for some new construction of special purpose facilities with big bays and higher ceilings to perform specialized 

functions needed by increased automotive demand.  These higher end, high-bay buildings, including crane-served 

product and those that are more strategically located, are now being absorbed.

Outlook

Opportunistic investors and occupiers continue to purchase and lease distressed real estate for pennies on the dollar, 

a trend that is expected to continue over the near term.  Class A and B product is limited in Detroit, further placing 

resistance on the market’s recovery.  More stabilization will be felt as the automotive sector rebounds.

Detroit

Overall vacancy 14.1% Average asking rent    $3.83 p.s.f.

YTD Net absorption     2,608,206 s.f.
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Economy

The Hampton Roads economy is largely infl uenced by three major economic 

drivers:  The United States Department of Defense and the greater defense 

industry, the Ports of Virginia and Virginia International Terminals as well as the 

tourism industry.   

Market conditions

Leasing trends will continue to favor tenants for the next 12 months with landlords still willing to provide economic 

concessions and favorable tenant improvement packages for credit tenants willing to enter into longer term lease 

agreements.   Despite mixed signals on absorption for all categories of industrial space, fi rst quarter 2011 net 

absorption turned negative after three quarters of positive gains.  Consequently, rental rates have remained fairly 

stable in most submarkets.

Flex product will continue to lag standard high-bay industrial warehouse in terms of a recovery to stable market 

conditions.  Due to recent leasing activity, the amount of sublease space has largely been reabsorbed in the market, 

which has now reached bottom and should begin to recover gradually over the next 12 months.  Additionally, recently 

there have been a number of industrial waterfront property purchases by industrial users working with plastic and 

wood pellet products. 

Something to watch

The most signifi cant economic event for this market is last August’s announcement by Defense Secretary William 

Gates that the United States Joint Force Command would be disestablished, affecting as many as 2,000 private sector 

defense contracting jobs throughout the region.  Fort Eustis in Newport News was selected as a consolidation point for 

the Base Realignment and Closure Commissions decision to close Fort Monroe, which will result in the relocation of 

US TRADOC from Fort Monroe to Fort Eustis.

Outlook

Despite the above noted trends relating to the downsizing of the United States Department of Defense and its 

economic impact on the Hampton Roads market area, the outlook for the Hampton Roads industrial market area 

going forward is one of stability and long-term growth from a market bottom.   

Hampton Roads

Overall vacancy 7.8% Average asking rent    $4.51 p.s.f.

YTD Net absorption     -40,562 s.f.

Economy

Economic conditions appear stabilized and poised for growth after reaching 

bottom last year. Job gains in the fi rst two months of 2011, along with a 

decline in unemployment, are promising signs for the market. Professional, 

business, educational and health services drove total hiring in the region, 

while unemployment declined to less than 11 percent. Housing market 

weakness could continue to plague East Bay residents, dampening 

consumer spending and overall economic growth, but this will be less of a risk as the year moves forward. Trade 

activity is picking up through the Port of Oakland, which will result in job growth in the wholesale trade sector, and 

ultimately lead to increased demand for industrial space as the trend continues.

Market conditions

Fundamentals continued to improve, marked by a 15.6 percent annual increase in leasing activity, comprised 

mostly of renewals and expansions. Demand for Class A distribution space is up by about 10 percent from 

last year. Although rents are down slightly, this uptick in demand should push rates higher in the coming year. 

Increased trade activity through the Port continues to drive demand. Distributors value the Port’s proximity to 

warehouse, recognizing the transportation cost savings. Larger blocks of available space are few, especially 

for tenants who need more than 250,000 square feet. Investors are pursuing more deals this year, with capital 

ready to be deployed. In-fi ll industrial markets are most desirable at present, but purchase opportunities are few. 

A majority of offerings are less than 100,000 square feet in size, giving investors limited  prime opportunities. 

Investors are also lowering their cap rate expectations and tightening underwriting requirements, signaling a 

turning point in the investment market. 

Something to watch

Effi ciency improvements in the shipping process will continue to transform industrial real estate product toward 

modernization, particularly in markets located within close proximity to international shipping hubs. Technology 

improvements have already streamlined the warehousing and distribution processes, allowing for tighter inventory 

control and reduced risk of overstock. These trends will allow tenants to better assess their space needs, but 

could result in slower absorption in the current cycle. Retailers are especially keen on controlling inventory after 

suffering through the last recession.

Outlook

Built-to-suit product could come online in the next 24 months as large blocks of sophisticated distribution space 

remain scarce. Landlords are demanding premium rates for renewals, a trend that will continue as market 

fundamentals strengthen further. Recognizing the probability of rent growth in the next year, investors will 

continue to actively pursue deals, lowering their cap rate expectations in the process, assuming rates remain low.

HOUSTONEast Bay / Oakland

Overall vacancy 9.6% Average asking rent    $5.04 p.s.f.

YTD Net absorption     288,544 s.f.
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Economy

The overall Houston economy continued with a slight upward swing through 

the fi rst quarter of 2011. Signifi cant gains were seen in sales and production 

components, a leading indicator of economic growth in this region. Relative to 

import and exports, the Houston-Galveston Customs District recorded a 26.1 

percent increase in trade value from the end of 2009 to the end of 2010. In 

2010, Houston ranked as the busiest US Customs district in terms of weight 

and 4th busiest in terms of value. From January 2010 to January 2011, air freight volume increased 6.9 percent and air 

passenger volume increased 15.8 percent. 

Market conditions

Houston’s industrial market continued to improve during the fi rst quarter of 2011 as the overall vacancy rate (including 

owner-occupied facilities) increased 10 basis points. Houston’s industrial market remains one of the strongest in 

the country. The Southeast submarket was the most active with tenants absorbing + 193,529 square feet of space. 

Approximately 1.1 million square feet of industrial space was under construction at the end of the fi rst quarter of 2011.

Something to watch

Crane-served and crane-ready buildings between 20,000 and 50,000 square feet will continue to be highly sought 

after as oil and gas service companies continue to increase activity. We have also seen an infl ux of foreign companies 

seeking opportunities in the United States with Houston being a common front-runner due to its favorable business 

climate and affordable real estate. The rising price of oil will continue to spur demand for single-tenant service oriented 

manufacturing buildings below 100,000 square feet. Service companies will continue to increase in demand as the 

number of active rigs continues to proliferate.

Outlook

The Northwest and Southeast Houston submarkets continue to garner the attention of users in search of larger blocks 

of distribution space. Absorption numbers should continue to improve throughout the year as speculative construction 

remains limited. Occupancy, net absorption, and average lease rates will increase as the market recovers. Absorption 

should turn positive in 2011. If the level of activity and absorption of existing inventory continues at the same strong 

pace, we could see some new development in the second half of the year.

Economy

The metropolitan statistical area of Indianapolis has a population of 

approximately 1.7 million making it the 13th largest city in the country.  

This base is estimated to grow at a rate of approximately 5.0 percent over 

the next 10 years.  Four interstate freeways and four federal highways 

converge in the region, making it possible to reach 75.0 percent of 

the U.S. population within a one-day drive.  Because of this extensive 

network, Indianapolis has quickly become the location of choice for a variety of businesses and industries 

ranging from warehousing and logistics to life sciences and manufacturing.

Market conditions

Through the fi rst quarter of 2011, the vacancy rate in the Indianapolis market has dropped to 8.6 percent.  A number 

of new leases have been signed early in the year such as Total Logistics (406,000 square feet), Genesis Casket 

(242,000 square feet), and Stanley Security Solutions (168,000 square feet).  There have also been a number of 

smaller leases signed as well, which combined to support a very strong quarter of positive net absorption.

Something to watch

While recognized as the “Crossroads of America” for its highway system, Indianapolis is also recognized as a 

leader in air cargo shipping.  The Weir Cook Indianapolis International Airport is home to the second largest 

FedEx hub in the world, the eighth largest air cargo port in North America and the 21st largest in the world.  

Since 1988, FedEx has expanded the hub twice for a total investment of $470 million and construction was 

recently completed on the new $1.1 billion midfi eld terminal.  In preparation for this new terminal as well as for 

future growth of the FedEx hub, I-70 was relocated and lowered to accommodate the runway expansion.

Outlook

Tenant demand is picking up rapidly.  Indianapolis is among the top eight markets in terms of active lease 

requirements with nearly 10 million square feet of deals in the market. Much of this activity is driven by 

companies realigning their supply chains with changes in transportation modes and costs as well as general 

expansion that had been previously delayed due to macroeconomic conditions.  

Another growing area is in e-commerce fulfi llment – which is no surprise to Amazon.com, which operates 

out of 2.0 million square feet in Indianapolis.  Favorable state tax policy and superior access to overnight 

and two-day delivery make the area extremely attractive.  There are currently three e-commerce distribution 

requirements in Indianapolis totaling 1.6 million square feet and expected to close in the second quarter.

Houston HOUSTONIndianapolis

Overall vacancy 5.7% Average asking rent    $4.71 p.s.f.

YTD Net absorption     -268,198 s.f.

Overall vacancy 8.6% Average asking rent    $2.96 p.s.f.

YTD Net absorption     909,903 s.f.
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Economy

Kansas City’s economy moved slowly through the fi rst quarter. 

Unemployment rose to 9.7 percent from 8.6 percent and gas prices were 

on the rise.  In spite of this, consumer confi dence seems to continue to 

grow and spending is rebounding both nationally and locally.  Kansas 

City’s economy should continue to make positive gains as we move into 

the second quarter. 

Market conditions

Net absorption in the fi rst quarter of 2011 was a negative 232,305 square feet and vacancy ticked up slightly to 

7.2 percent. Countering a move out by Constar of 291,000 square feet and a 140,000-square-foot downsizing 

of Appleton Paper, the market landed Johnson Controls for a new 170,000-square-foot building, Store Opening 

Solutions leased 153,000 square feet and Crane Cartage took 97,755 square feet. Another bright spot in the 

market is construction activity. Kansas City currently has seven buildings totaling 1,568,359 square feet under 

construction. Although none of the space is speculative, the projects bring needed activity to the city. 

Something to watch

Continue to watch construction, as there are more projects in planning than there have been in the last three 

years. As quality space continues to be leased, and with no new space coming online, look for developers 

to get serious about speculative development on a small scale initially.   Kansas City, while well positioned 

for build-to-suit activity, will continue to be at a disadvantage when competing for large tenants seeking 

existing space and less than a 10-year lease. This situation will continue for the remainder of 2011, but a few 

developers will start to look seriously at developing ‘big-box’ product on a speculative basis. 

Outlook

Although the fi rst quarter has given the year a slow start, we believe that the market will pick up momentum 

as it moves forward. The increase in new construction will help as more companies consider new buildings. 

Tenants should continue to have the advantage for most of 2011, but landlords will begin to stiffen as the year 

wears on.  Kansas City will also continue to rise as a player in the logistics world with its central location and 

intermodal parks.

HOUSTONKansas City

Overall vacancy 7.2% Average asking rent    $4.25 p.s.f.

YTD Net absorption     -232,305 s.f.

Economy

At 14.1 and 13.7 percent, respectively, Riverside and San Bernardino 

Counties, which collectively make up the Inland Empire industrial market, 

continue to be plagued by the highest unemployment rates in the Los Angeles 

Metro area.  Although down from a peak unemployment rate of 14.6 percent, 

employment gains in the professional services and education sectors were 

not enough to offset job losses in the public, construction and manufacturing 

sectors as the residential housing sector remains a drag to the local economy.  Improving imports and exports have 

encouraged a recovery in the transport and warehousing sectors.  The Ports of Los Angeles and Long Beach have 

seen container fl ows increase by 13.4 percent collectively during the fi rst quarter of 2011.

Market conditions

Vacancy in the Inland Empire declined by 80 basis points in the fi rst quarter of 2011, due primarily to exceptionally 

strong leasing activity in the Inland Empire West submarket.  At positive 2,423,932 square feet, net absorption is on 

pace to equal last year’s total.  ‘Big-box’ users continued to aggressively sign leases, with companies such as Home 

Depot, Ingram Micro, Walmart and Hewlett Packard all obtaining spaces ranging from 650,000 to 1,200,000 square 

feet.  Overall, the Inland Empire recorded a 2.8 percent year-over-year increase in leasing activity this quarter.  On 

the investment side, fewer opportunities were available to investors, resulting in diminished overall activity along with 

higher sale prices.  

Something to watch

For the fi rst time since 2009, a fi rst speculative development project broke ground in the Inland Empire, when Watson 

Land Company began development on a 616,542-square-foot industrial building in Redlands.  Driven by strong tenant 

demand, Watson Land Company is expected to be followed by other developers who are also looking to capitalize on 

improving market conditions.

Outlook

A fl urry of notable lease and sale transactions in the fi rst quarter of this year are evidence of the positive year that we 

earlier predicted the Inland Empire would witness in 2011.  Now, the largest challenge to growth remains the lack of 

available supply of ‘big-box’ product.

Inland Empire

Overall vacancy 9.1% Average asking rent    $3.83 p.s.f.

YTD Net absorption     2,423,932 s.f.
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Economy

The economy in Los Angeles County is continuing to show signs of recovery 

with a gradual, albeit slow, recovery projected through 2011 and into 2012.  

Core industries such as tourism, international trade, retail sales and the 

entertainment industry posted signifi cant growth rates in 2010, a trend which 

continued into the fi rst quarter of 2011. While job creation remained sluggish, 

unemployment fell from 12.8 to 12.2 percent during the fi rst quarter of 2011.  

Local ports are also continuing to benefi t from recovering global trade with the Port of Los Angeles and Port of Long 

Beach registering 10.2 and 15.5 percent growth, respectively.

Market conditions

Despite two new notable leases in 2011 (622,216 square feet by 99 Cents Only Store in City of Commerce and 

401,033 square feet by Four Seasons General Merchandise in Montebello), a signifi cant negative net absorption 

total of 1,571,848 square feet was registered for the fi rst quarter of 2011, causing vacancy to rise by 10 basis points 

to 5.1 percent.  All infi ll regions did not behave uniformly, however, with vacancy levels in LA North and Mid-Counties 

remaining fl at or improving, while others registered an increase.  Mid-Counties was the only infi ll region to register a 

positive net absorption during the quarter at 51,297 square feet.

Something to watch

Demand for Class A space will continue to fuel speculative development.  Three of the fi ve infi ll regions in the Los 

Angeles industrial market currently have projects underway totaling over 1.2 million square feet, which should provide 

relief to supply constrained markets like the South Bay.

Outlook

Although high unemployment levels and diminished public sector spending will remain a concern, major construction 

projects underway at the two Los Angeles ports, LAX and Metro, will provide a stimulus to the economy overall.  

Sectors including education, healthcare, exports and technology, along with residential construction, are also expected 

to provide a boost throughout 2011.

Economy

Unemployment levels in Memphis have increased to 9.9 percent from 

9.4 percent at the end of the fourth quarter of 2010 and 10.9 percent in 

the fi rst quarter of 2010.  Unemployment is down from its peak of 10.9 

percent in June of 2009; at 9.9 percent, it is above the state’s rate of 

9.5 percent.  Even with a minor setback in the fi rst quarter of 2011 in job 

growth, it looks as if Memphis’ economic recovery is under way.  This 

employment recovery is going to be a slow one and Memphis’ labor market will experience capitulation during 

this recovery period.  

Market conditions

Vacancy in the fi rst quarter of 2011 decreased to 13.3 percent from 13.5 percent in the fourth quarter of 2010 

and was down from its peak of 14.4 percent in the third quarter of 2009.  The market’s net absorption was 

positive 446,765 square feet for the fi rst quarter of 2011.  This makes four quarters in a row to end up with 

positive absorption.  However, this is following four of the prior fi ve quarters experiencing negative absorption 

that began in the fi rst quarter of 2009.  The largest new lease to be signed in 2011 has been Newegg in 

414,960 square feet and PFSweb renewed a 434,900-square-foot lease.  The availability of large blocks of 

space is getting scarce.  Electrolux and Mitsubishi each recently announced the openings of $200 million 

manufacturing facilities which will employ up to 3,500 and 275 people, respectively.  Tenants currently in the 

market and executing leases are experiencing signifi cant savings between quoted and negotiated rates.     

Something to watch

As the economy begins to rebound, Memphis is in a great position to experience a signifi cant and quick 

turnaround due to it not only having the busiest cargo airport in the world, but also being home to fi ve Class I 

railroads: BNSF, CSX, Union Pacifi c, Norfolk Southern, and CN.  BNSF has recently completed a $200 million 

expansion of its Memphis facility, Norfolk Southern just broke ground on a new $129 million facility, and CN 

renovated its Memphis rail yard with a capital investment of $100 million, making it the second largest CN 

facility of its kind in the United States.  This increased rail capacity, along with corporations seeking logistics 

cost savings and occupancy cost savings, should bode well for Memphis’ economic recovery.  

Outlook

Memphis will continue to experience a tenant-favorable environment in the second quarter of 2011 but the 

market has and will continue to tighten for large Class A space in the second quarter of 2011.  Companies will 

remain cautious with their potential expansions, but there is more and more corporate confi dence brewing.  

Los Angeles HOUSTONMemphis

Overall vacancy 5.1% Average asking rent    $5.99 p.s.f.

YTD Net absorption     -1,571,848  s.f.

Overall vacancy 13.3% Average asking rent    $2.38 p.s.f.

YTD Net absorption     446,765 s.f.
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Economy

Though slow, the Minnesota economy has seen an uptick in economic 

activity for the fi rst quarter of 2011. This is an indicator that the market 

has hit bottom and recovery will be a long, slow process. However, it 

looks as if that is a process that has begun. Indicators in the employment 

sector show positive signs, as unemployment rates fell from 8.5 percent 

in second quarter of 2009 to 6.7 percent in fi rst quarter of 2011. 

Market conditions

Unfortunately, the uptick in economic activity is not being echoed in the market, as tenant demand slipped in 

the fi rst quarter. Overall vacancy increased by 0.5 percent from the fourth quarter with fl ex property taking the 

biggest hits.  In response, rental rates have continued their decline. We’ve seen a year-over-year decline in 

rents of 2.9 percent, with manufacturing properties seeing the biggest drop.  However, this 2.9 percent drop 

is a sign that rental rate decreases have slowed, as rates fell 5.3 percent at this time last year. Concessions 

from landlords remain high, reinforcing opportunities for tenant’s to lock in favorable rates on both new lease 

and renewal transactions. Sales of buildings 100,000 square feet and greater have been very active, while the 

market of 20,000 to 50,000-square-foot industrial buildings remains fl ooded and slow, with values dropping up 

to 35 percent year-over-year. 

Something to watch

Though overall industrial vacancy increased, we did see positive absorption for both manufacturing and 

warehouse properties totaling approximately 190,000 square feet, signifying increased activity and partial 

recovery for heavier industrial property. Existing blocks of space, both for sale and lease, of 100,000 square 

feet or larger, are very rare. Large user activity is strong. 

Outlook

The economy is expected to continue improving for the remainder of 2011. We expect that this increase 

in economic activity will spur demand for industrial property, stabilizing rental rates and pushing positive 

absorption of space. 

HOUSTONMinneapolis / St. Paul

Overall vacancy 17.2% Average asking rent    $5.79 p.s.f.

YTD Net absorption     216,321 s.f.

Economy

Unemployment in the metro area dropped 20 basis points in the fi rst quarter 

to 13.1 percent. This is the lowest unemployment number the region has 

seen since 2007, as job growth within leisure and hospitality, retail trade and 

wholesale trade were the main sectors that drove the economy in the quarter. 

These sectors are also the supporting arm of the industrial real estate industry 

in Miami, and job growth in these sectors will help bring in new businesses and 

expand current operations in the county over the coming quarters. 

Market conditions

As the economy continues to show signs of improvement, fewer companies are downsizing their existing facilities 

or portfolios and, instead, are starting to do the opposite: expand their footprint. This organic growth helped push the 

county’s vacancy rate down 50 basis points in the fi rst quarter to 10.4 percent. The average rental rate at the end 

of the fi rst quarter of 2011 was reported at $4.93 per square foot triple net.  Airport West continued to lead Miami in 

terms of absorption, with approximately 500,000 square feet of space taken up in this submarket alone during the past 

quarter. While most submarkets showed positive net absorption, East Dade, Airport East and Hialeah continue to be 

Miami’s weaker submarkets, recording negative absorption in the fi rst quarter. 

Something to watch

Since the approval of the $77 million fund allotted for dredging at the Port, there is now a need to improve port 

infrastructure to cater to the future increases in cargo. Florida’s Department of Transportation too has stressed 

the importance of faster freight transportation through the Port of Miami and Miami International Airport to local 

warehouses and distribution centers. This decision will benefi t the industrial parks located in the Airport West and 

Medley submarkets. The landlords in these submarkets should be able to attract tenants with their desirable location, 

and tenants will benefi t as they can transport their cargo faster, which will in turn help reduce fuel costs.

Outlook

In February, the county approved a new ‘Targeted Jobs Incentive Fund’ (TJIF) ordinance, which will provide 

incentives to companies that invest and expand in Miami. Their special focus is on industries that are critical for the 

future of Florida like manufacturing, aviation, clean energy, information technology, fi nancial services and corporate 

headquarters. Tenants will continue to have leverage over the next 12 months as job growth is expected to remain 

weaker than historical norms. However, as the TJIF drives employment growth and economic growth gains steam, a 

limited availability of Class A space will put leverage back in the hands of institutional landlords, which will then trickle 

down to other market segments.

Miami-Dade

Overall vacancy 10.4% Average asking rent    $4.93 p.s.f.

YTD Net absorption     652,726  s.f.
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Economy

Orange County has been leading the recovery within the larger Los Angeles 

Metro area.  It was the fi rst metropolitan area in California to add jobs over the 

course of 2010.  As we forecast last quarter, unemployment rates in the fi rst 

quarter of 2011 have fallen to 8.9 percent, after peaking at 10.0 percent nearly 

a year ago.  This is due in part to the county’s burgeoning health services 

industry, as well as the local high tech industry (including life science and 

medical equipment manufacturers).  Import and export trade volumes in the region are signifi cantly up as refl ected by 

the 10.2 and 15.5 percent increase in container fl ows at the Ports of Los Angeles and Long Beach, respectively.

Market conditions

The recovery in Orange County’s industrial market gained traction this quarter.  Net absorption was positive once 

again with 171,973 square feet of net space being taken up, a majority of which observed in the Orange County North 

and Airport areas.  Vacancy fell by 50 basis points to 5.3 percent for the market as a whole.  The Orange County 

Central submarket dampened the overall market recovery by registering both an increase in vacancy and negative net 

absorption, the only submarket to witness either.

Something to watch

The manufacturing sector in Orange County, which ranks 10th in the nation in terms of factory jobs, is expected to 

marginally improve over the next two years.  The clean tech and high tech industries are projected to do particularly 

well, all of which will boost investment and transaction activity. 

Outlook

Stability and growth appear to be on the horizon for the Orange County industrial market.  Falling vacancy rates, 

coupled with a lack of new quality product in the pipeline, will further tighten supply.  Simultaneously, demand is 

expected to strengthen on the back of an improving economic climate, falling unemployment rates and strengthening 

trade volumes at the ports.

Orange County

Overall vacancy 5.3% Average asking rent    $6.28 p.s.f.

YTD Net absorption     171,973 s.f.

Economy

The unemployment rate for the State of New Jersey dropped to 9.1 

percent in January, the lowest since May 2009, but it rose slightly again 

by 0.2 percent in March.  From January to March, the number of new jobs 

increased by 18,300, with 4,600 new jobs being created in March alone.  

As the overall economy and consumer confi dence begin to improve, the 

Northern New Jersey industry market will be positively impacted since the 

distribution and warehousing of consumer-related products are the major driving forces for the market.  

Market conditions

Despite the fact that overall net absorption swung marginally into negative territory as a result of slowing 

leasing velocity, overall market conditions appeared to be stabilizing with vacancy remaining unchanged. 

Negative absorption totals were mainly driven by a few large blocks of space becoming available in a handful 

of submarkets.  Net absorption in the Meadowlands actually moved into positive territory, after several sluggish 

quarters of negative tallies. An increase in showings in this submarket toward the end of the fi rst quarter also 

provides further optimism for coming quarters. 

The Northern New Jersey industrial market supports much of the New York City and the greater metropolitan 

area’s warehouse and distribution needs and continues to benefi t as a result.  Food & beverage and apparel 

companies are attracted to the market’s great accessibility to the Port, major highways and their consumers.  

Port Newark/Elizabeth activity continued to grow at a steady pace.  Total import in TEU volume increased by 

16.3 percent in January compared to the same month in 2010. There was also a 22.9 percent increase in total 

rail lifts in the same period. The growth in global trade will lead the way to the Northern New Jersey industrial 

market.

Something to watch

A 333,000-square-foot building was sold to a REIT and leased back to the seller. There seems to be signifi cant 

investment interest emerging for prime industrial properties in the market.

Outlook

With a small uptick in the nation’s and the state’s employment, there seems to be a general consensus that the 

recession is behind us.  However, there are also several worrisome concerns, including rising oil prices and 

the slow recovery of high-paying employment jobs that might dampen the recovery, especially in the dense 

metropolitan areas in the Northeast United States, including Northern New Jersey.

HOUSTONNorthern New Jersey

Overall vacancy 8.0% Average asking rent    $5.61 p.s.f.

YTD Net absorption     -59,746  s.f.
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Economy

Palm Beach’s economy is recovering at an uneven pace. At the end of the 

quarter the unemployment rate was 11.1 percent, which is above both the state 

and national averages. However, developer ESG plans to build a solar panel 

manufacturing plant in Riviera Beach, which will help support 300 jobs. The 

County also offered a job growth incentive package to Chromalloy Gas Turbine 

Corporation, which will service the aviation industry and have an estimated 

economic impact of $15 million in addition to creating 52 jobs. In the long run, an emerging biotech industry and a 

further infl ux of retirees migrating into the region will help drive economic expansion.

Market conditions

There has been a relative increase in overall touring activity, especially in small-sized buildings ranging from 8,000 

to 15,000 square feet and in mid-sized spaces ranging from 15,000 to 40,000 square feet. Additionally, tenants are 

still touring more of Class A and Class B spaces, hoping to be able to bargain and get the pricing of Class C product.  

However, there still exists a signifi cant gap between landlords’ asking prices and the prices tenants are willing to pay. 

Tenants continue to have a stronger foothold in the market due to the large number of vacant spaces. Overall, rental 

rates are stabilizing, but landlords are still struggling to get good quality tenants. Higher demand for industrial space is 

evident around the Port of Palm Beach, with an increase in requests for buildings with refrigeration and 

cooler capabilities.

Something to watch

The Port of Palm Beach has always faced stiff competition from the Port of Miami and Port Everglades in terms of 

cargo volume. With the Panama Canal widening by means of a new set of locks and the Port of Miami preparing to 

receive the bigger ships, it is likely that to avoid congestion, the traffi c of smaller ships will be diverted toward the Port 

of Palm Beach. This will fi rstly increase the users of cargo coming in and out of the Port of Palm Beach, and secondly 

it will encourage companies to relocate to industrial buildings closer to the port, which should help improve absorption 

levels.  Although it will be a few years before this trend completely comes to the market, REITs sitting on large pools of 

cash will have a “hawk’s eye” to buy high investment yielding industrial buildings, which are still currently priced at their 

lowest possible levels and have the potential to give high returns in the future.

Outlook

While companies are slowly picking up steam to open new businesses in the county, it will be a while before we realize 

its effects in the industrial markets. Overall, we expect Palm Beach County’s growth to be sluggish this year and the 

markets will continue to be tenant-favorable through 2011.

Palm Beach

Overall vacancy 11.8% Average asking rent    $6.54 p.s.f.

YTD Net absorption     95,359 s.f.

Economy

Employment in the Philadelphia Metropolitan Statistical Area (MSA) 

continues to steadily grow, yet at a slower pace than the national 

recovery. The Philadelphia economy saw positive, but minor, job growth, 

as the market added 10,000 new jobs (0.4 percent annual job growth) 

over the previous year. This marks the third consecutive quarter that the 

Philadelphia MSA has had positive job growth.

Market conditions

The Philadelphia industrial market started the year off strong, posting 1.9 million square feet of positive net 

absorption during the fi rst quarter. The vacancy rate fell for the sixth consecutive quarter, reaching 9.0 percent, 

a 40 basis point drop from the fourth quarter of 2010.  Rental rates continued to level off with only a 30 basis 

point quarter-over-quarter decline, although they are still 9.0 percent off of their peak in 2008.

While leasing activity decreased compared to the fourth quarter of 2010, several large leases were signed 

during the fi rst quarter by Diapers.com, Estee Lauder, Boise Cascade and Barry Callebaut. The Philadelphia 

industrial market also saw two new buildings delivered this period.  Ollie’s Bargain Outlet took possession of 

their 603,000-square-foot build-to-suit distribution facility in York and the 667,000-square-foot Philadelphia 

Regional Produce Market was also completed. New construction is still limited to build-to-suit projects, but 

speculative construction is expected to return in several submarkets during 2011.  

Something to watch

Expect to see an increase in build-to-suit activity and the return of speculative construction in Central 

Pennsylvania and the Lehigh Valley, given the numerous requirements over 800,000 square feet that cannot 

be accommodated by the existing building inventory. Regardless of the few sizable, Class A, ‘big-box’ spaces 

forecast to be returned to the market during the year, the larger requirements will be forced to either construct 

new buildings or expand their search into other markets.

Outlook

The outlook remains positive for the Philadelphia industrial market. Tenant demand remains strong and 

vacancy rates will continue to decline as more space is absorbed. The market will remain tenant favorable 

through most of 2011 but due to supply constraints, owners and landlords of Class A, ‘big-box’ distribution 

facilities are beginning to see the market shift in their favor.  Additionally, investment activity is expected to 

increase as vacancy continues its downward trend and rental rates begin to normalize.

HOUSTONPhiladelphia / Harrisburg

Overall vacancy 9.0% Average asking rent    $3.90 p.s.f.

YTD Net absorption     1,914,879 s.f.
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Economy

The local economy in Pittsburgh continues to forge ahead, bolstered 

by economic growth projections of 1-2 percent.  The local service and 

manufacturing sectors continue their positive momentum despite the 

various macro level shocks impacting the global economic outlook.  

Additionally, the energy sector continues to drive growth opportunities 

within the local market.  

Market conditions

The industrial real estate market remains very stable in Pittsburgh.  There is a limited supply of available for 

sale inventory, and coupled with limited competing blocks of Class A industrial space, both of which contribute 

to maintaining rent levels.  Adding into the mix few signifi cant new construction starts – planned or otherwise 

– fundamentals for this segment are constricting the market and supporting it at the same time.  Pockets of 

vacancy still exist, the key is location and timing for occupiers requiring in excess of 50,000 square feet of 

Class A product.

Something to watch

The $650 million investment by V&M Star to construct a new rolling mill next to its existing Youngstown 

operation to manufacture small-diameter steel pipes used for transporting natural gas demonstrates the 

positive impact of Marcellus Shale related activities on the regional economy.  This investment illuminates 

the point that although the perception among many is that the United States has lost its edge to lower cost 

countries such as China, the U.S. remains the world’s premier manufacturing powerhouse and is a prime 

location for companies evaluating where to site their next manufacturing facility.

Outlook

We believe that the regional industrial market place will remain quite stable and is ripe for development 

opportunity.  The lack of viable Class A industrial buildings for sale or lease will present the opportunity for 

build-to-suit construction within the region.   

HOUSTONPittsburgh

Overall vacancy 7.2% Average asking rent    $4.41 p.s.f.

YTD Net absorption     1,314,049 s.f.

Economy

The Phoenix metropolitan area and Arizona economies are beginning to 

show some signs of improvement. Phoenix metropolitan area unemployment 

currently stands at 8.8 percent, down from 9.7 percent one year ago, while the 

state of Arizona is currently 9.6 percent, which is a decrease from 10.2 percent 

over the last 12 months.

Job losses across various sectors are typical during the beginning of a new year, due to seasonal jobs being cut. 

According to a recent Arizona Department of Commerce report, the 2011 job losses were less, both in the amount and 

rate, compared to historical averages. This is refl ective of the current business environment, where most businesses 

are operating with a much leaner staff following signifi cant workforce reductions due to the recession. Nine of the 

eleven major employment sectors gained jobs recently, with the educational and health services continuing to be 

the strongest.

Market conditions

2011 started on a positive note, unlike last year. A positive net absorption of 784,601 square feet was recorded 

during the fi rst quarter, compared to a negative 765,915 square feet for fi rst quarter of 2010. Nearly all of the positive 

absorption was within the Northwest and Southwest industrial markets. The Airport market was the only area to record 

negative absorption for the quarter, in the amount of -170,266 square feet.

Additionally, vacancy continues to decline. Overall vacancy levels in industrial space have decreased from the previous 

quarter and from the same period one year ago. The current overall industrial vacancy stands at 13.9 percent, down 

from 14.3 percent at the end of the 2010 and down from 16.0 percent one year ago.

Average asking rents are starting to stabilize, with fi rst quarter averages remaining fl at or declining only slightly in 

some markets. The overall average asking rent within the Phoenix metropolitan area dropped by $0.01 during the fi rst 

quarter of 2011, ending up at $0.44. From one year ago, the overall average has declined by $0.03 or 6.4 percent.

Something to watch

Recently enacted pro-business legislation, together with dwindling larger building supply, has triggered a robust 

design/build market throughout the Phoenix industrial market.

Outlook

No speculative development is anticipated for the balance of 2011. Rental rates are expected to remain fl at for the 

foreseeable future. The market will remain tenant-favorable; however, rental concessions will likely begin to tighten 

later in the year within the larger blocks of available space.

Phoenix

Overall vacancy 13.9% Average asking rent    $5.29 p.s.f.

YTD Net absorption     784,601  s.f.
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Economy

The local economy in Reno is still fl at, given its dependence rests primarily 

on gaming and tourism, both of which are down year-over-year.  The local 

unemployment rate is one of the highest in the country.  Meanwhile, distribution 

center activity is now picking up, with demand increasing from parties 

interested in locating in Reno or establishing operations in the market.

Market conditions

Since the peak of the market in the second quarter of 2007, vacancy rates have almost tripled and the market is still 

fl at.  Demand has not been strong enough to keep up with the infl ux of vacant space, but this trend is now slowing.  

The market also holds an indeterminable amount of shadow space, where tenants have downsized but not yet 

returned space, likely to have a further negative future impact on absorption.

Something to watch

Similar to other markets throughout the country, large blocks of available space are in short supply in Reno.  For 

instance, there is only one space over 300,000 square feet currently available.  

Outlook

‘Big-box’ warehouse and distribution space users will end up paying a premium due to rising replacement cost and 

build-to-suit costs.  While there are 20 spaces available at 250,000 square feet and below, there is only one above, but 

there is plenty of land to build on.

We expect the Reno industrial market to remain soft for approximately the next two years.  A few large users are now 

in the market and we may see some build-to-suit projects start later this year given such tight supply of suitable space 

to accommodate these larger requirements.  This may well further bifurcate market conditions between large and small 

users going forward.

Reno

Overall vacancy 13.2% Average asking rent    $5.21 p.s.f.

YTD Net absorption     -536,772 s.f.

Economy

Sacramento’s economy continues to slowly push forward from the depths, 

posting two consecutive months of job growth and marginal improvement in 

the region’s 12.6 percent unemployment rate. There is reason for optimism, 

though, as the number of job losses across all industries decreased for yet 

another quarter; the region’s main employer, the state of California, even 

realized marginal job growth in the month of March. Wholesale trade and 

manufacturing sectors were up in the last month while total nonfarm employment gained 200 jobs. By all accounts, 

professional and business services will drive job growth as fi rms continue to invest and expand operations.

Market conditions

Sacramento kicked off 2011 with a strong quarter of activity. Companies took advantage of market conditions to 

expand operations, renegotiate leases for lower rents, or purchase properties they would not have been able to 

afford at the peak of the market. Class A warehouse and ‘big-box’ distribution facilities have now been leased, 

leaving few alternatives for new tenants. With more than four million square feet of active requirements in the market, 

Sacramento realized its fi rst quarter of positive absorption since 2009. It traditionally has not been a contender in 

the ‘big-box’ market; however, as logistics fi rms move in to take advantage of attractive rates, submarkets such as 

West Sacramento and Woodland are realizing increased activity and declining vacancy.  Food-related users have 

shown the greatest activity, including Olam Tomato Processors’ lease of 298,025 square feet in Woodland. Capital 

markets activity has picked up as well, although at a reserved pace. A number of sale transactions have been all cash 

deals, demonstrating the ability of investors willing to take advantage of deals in the market. As conditions continue to 

improve, we will see a further surge in investment.  Large tenants have also realized the benefi ts of ownership, taking 

advantage of favorable pricing and availability of SBA fi nancing to purchase facilities.

Something to watch

The word ‘green’ seems to resonate across all lines of business these days, with companies looking for ways to 

revamp operations and decrease their carbon footprint.  With the state’s ambitious goal of shifting California’s energy 

consumption by one third to renewable energy sources, be on the lookout for startups and expansions in clean tech 

and green industries as they continue their growth throughout the Sacramento and Central Valley markets and take 

advantage of favorable political incentives.

Outlook

Looking forward, Sacramento can expect improvement over the course of 2011 as key industries drive recovery of 

the industrial real estate market. Tenants continue to have the upper hand in negotiations with landlords who are 

still anxious to fi ll space.  However, as activity levels increase and vacancy continues to decline, expect to see that 

imbalance shift as landlords leverage diminishing supply and increased demand for large blocks of contiguous space.

Sacramento

Overall vacancy 13.0% Average asking rent    $4.32 p.s.f.

YTD Net absorption     156,426 s.f.
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Economy

The fi rst quarter has shown increasing strength in the lengthy economic 

recovery in the Puget Sound, led by the Pentagon awarding Boeing the 

contract to replace the U.S. Air Force’s aging fl eet of mid-air refueling 

tankers.  The fi xed price contract, worth $31.5 billion to be paid over 17 

years, is expected to contribute more than 11,000 direct and indirect 

Washington state jobs.  Overall, employment growth remains sluggish 

although the most recently available fi gures showed preliminary unemployment for February 2011 at 9.1 

percent statewide, the lowest since March 2009. Seattle unemployment was 8.6 percent in February, down 

from 8.9 percent in January according to preliminary fi gures.  The unemployment rates for both Washington 

state and Seattle are anticipated to continue to decline as the year progresses.

Market conditions

Following a spike in vacancy over the course of 2009 and a somewhat more linear decline in asking rates over 

2009 and 2010, the greater Puget Sound industrial market appears to have stabilized.  Up until the fi rst quarter 

of 2011, leasing activity had been quite consistent on a quarterly basis, averaging just under 2.6 million square 

feet per quarter dating back to the third quarter of 2009.  

Something to watch

Overall, the industrial market has not been hit as hard as the offi ce market during this downtown and 

continuing recovery, and thus far has behaved similarly to the last recession and recovery. At that time, total 

vacancy remained elevated in double digits for a total of 12 quarters before dropping back into single digits 

and ultimately below the long-term average of 8.8 percent.  Following the current downturn, industrial vacancy 

has been in double digit territory for eight full quarters, suggesting that the market still has a way to go on its 

road to full recovery.  However, the current vacancy in the investor-owned industrial segment of 11.6 percent is 

down notably from last year as the market spent all of 2010 above 12 percent, reaching a current cycle high of 

12.3 percent in the third quarter of 2010.

Outlook

Over the remaining of 2011, economic improvements are expected to continue with increased economic 

activity driving demand for industrial space.  The recovery is expected to continue at a relatively slow pace, 

although some acceleration is expected toward the latter part of the year. Available spaces remain plentiful for 

all but the largest tenants (those above 500,000 square feet).  As a result, asking rental rates are expected 

to change little in the near term, having remained essentially fl at for the last four quarters.  Improvement 

in market fundamentals is expected to continue on a macro level, but as always, the pace of improvement 

depends not only on macro fundamentals, but also on individual positioning within the economy at large.

HOUSTONSeattle

Overall vacancy 7.4% Average asking rent    $5.33 p.s.f.

YTD Net absorption     883,398  s.f.

Economy

Industries that impact demand for industrial space are experiencing some 

growth in San Diego County, though losses are also being seen. Trade, 

transportation and utilities added over 3,200 jobs since last year while the 

manufacturing sector continues a slow decline, shedding 700 jobs despite 

positive net absorption in that property type countywide.  Overall employment 

in San Diego County has risen by 24,700 jobs from March 2010 to March 

2011. As of the end of the fi rst quarter, the unemployment rate in San Diego was 10.2 percent, down from 10.8 percent 

a year ago. The state and national joblessness rate is 12.3 percent and 9.2 percent, respectively.  

Market conditions

After 2010 ended on a positive note with solid leasing activity resulting in positive net absorption and virtually no new 

construction completions, the fi rst quarter of 2011 was relatively anemic in comparison, with slow leasing activity 

and more rent contraction.  Net absorption was fl at as a result.  Led by Kearny Mesa, which is San Diego’s largest 

submarket yet one of its tightest, the Central Suburban markets showed the most improvement with just over 125,000 

square feet of positive net absorption this quarter. Rancho Bernardo continued to draw question marks as the 

explosion in positive growth in the offi ce market (where vacancy dropped from 25 percent to 14 percent in only fi ve 

quarters) was balanced by continued losses in the industrial market, where the fi rst quarter saw another 87,000 square 

feet of negative net absorption.  

Something to watch

According to a recent study by the San Diego Military Advisory Council, which tracks the economic impact of the 

local defense industry, Department of Defense spending directly or indirectly supports 385,000 jobs in the region and 

equates to 26 percent of the total workforce. This is forecasted to increase in the coming year thanks in part to the 

Navy recently booking three warships for dry-docking and repair (with two more ships on order), as well as a continued 

increase in demand for unmanned aerial vehicles and the expansion of Camp Pendleton’s housing projects. 

Outlook

The year is getting off to a slow start, but with the steady economic improvements and job growth seen in recent 

quarters, occupancy gains should be realized in late 2011 and 2012. Moreover, as more clarity is seen in the housing 

market and the national budget is fi nalized, expect consumer confi dence to tick up as well, which will positively 

impact consumption. 

San Diego

Overall vacancy 8.5% Average asking rent    $7.92 p.s.f.

YTD Net absorption     264,040 s.f.
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Economy

The South Bay economy continued to rebound in early 2011, benefi tting 

from increased consumer and business spending on technology products 

and services. Monthly gains in employment continued unabated during the 

six months through February, with private sector hiring particularly strong in 

information services, professional and business services and manufacturing.  

The unemployment rate declined 20 basis points during the fi rst quarter to 10.6 

percent, compared with the state’s 12.3 percent rate.  Several prominent technology fi rms, including Apple, Google, 

Intel, Applied Materials, and Agilent Technologies, reported increased profi ts during the fi rst quarter, positioning these 

fi rms for future hiring.  Continued growth in emerging technologies such as search, social media, mobile and cloud 

computing platforms will also drive employment growth in the Valley as consumer demand for these services grows.

Market conditions

Budding technology industry growth and generally positive economic trends are contributing to more stable market 

conditions.  Available sublease space declined during the quarter, a signal that demand is picking up, while net 

absorption exceeded 150,000 square feet.  Demand is expected to ramp up in the coming months in conjunction with 

job growth, especially in the manufacturing sector.  The South Bay manufacturing segment was the only Northern 

California industrial segment to record an increase in asking rents, up 1.7 percent. Continued global demand for 

technology products will drive further industry growth, moving the market forward.  Stabilizing market trends and more 

fl uid capital market conditions are also bringing investors back to the market. Several deals were completed during the 

quarter, a handful of which resolved trouble asset scenarios, including Google’s purchase in Mountain View for $123 

per square foot.  Investors are also jumping on assets with high occupancy levels, which may eventually drive cap rate 

compression as the investment market gains steam.   

Something to watch

Data center management is a growing trend, especially as cloud computing services increase in number and 

popularity.  The type of space required to house servers and data is highly specialized, requiring adequate cooling 

and back-up power systems and added security. However, as the technology requiring these centers grows, demand 

for this type of space will also increase.  The South Bay may be a prime location for such data management given its 

proximity to a number of prominent technology companies. 

Outlook

The market is still in recovery mode, but relatively healthy economic trends and a profi table technology sector bode 

well for future industrial demand.  Tenants will continue to have the upper hand in negotiations in the near term, but 

the trend is waning, and landlords are already eliminating concessions and other incentives.  The market should 

experience forward momentum through the next year as tenants continue to lock in currently low rates.  

South Bay / Silicon Valley

Overall vacancy 7.9% Average asking rent    $6.60 p.s.f.

YTD Net absorption     162,016 s.f.

Economy

The St. Louis region currently has an unemployment rate of 9.9 percent. 

As national unemployment numbers have started to decrease, St. Louis’ 

has lagged in 2011. There are some bright spots with companies in the 

healthcare and technology fi elds seeing strong growth. Prescription drug 

distributor, Express Scripts, is currently building a 227,000-square-foot-

offi ce building to consolidate 1,500 employees, and the company plans 

on adding 150 jobs in the next two years.

Market conditions

2011 started with an industrial vacancy rate over 8.4 percent, after experiencing in the fi rst quarter positive 

absorption of nearly 800,000 square feet.  Asking rental rates are up 1.7 percent from last quarter, but remain 

down 4.0 percent year-over-year.  The market still has a long to go as rental rates remain down 17.0 percent 

from their pre-recession peak.  Effective deal rates on recent transactions have been 25.0 percent below 

asking rates.  Concessions for tenants are typically one month of free rent per year of lease term, with tenant 

improvements linked to the length of transactions.  Consumer products is the most active industry in the 

market right now, particularly in the 250,000 to 500,000 square foot range.  With only fi ve availabilities over 

400,000 square feet, this area of the market is tighter than most.  Modern bulk buildings are doing particularly 

well in the Metro East submarket, where buildings are currently 98.2 percent occupied.  

Something to watch

St. Louis has been lobbying very aggressively to become an air cargo hub with China for several years.  If this 

plan comes to fruition, St. Louis should see investment in new construction around its airports to accommodate 

new cargo coming in from China.  

Outlook

The St. Louis industrial market will remain a tenant’s market for the remainder of 2011 and should turn neutral 

in 2012 and 2013.  National consumer product companies and related 3PLs will continue to utilize bulk space, 

while small- to mid-sized manufacturers will absorb smaller vacant buildings and likely eventually lead new 

built-to-suit opportunities.

HOUSTONSt. Louis

Overall vacancy 14.6% A8.4verage asking rent    $3.64 p.s.f.

YTD Net absorption     792,096 s.f.
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Mexico
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Mexico economy

Mexico’s economic picture much brighter

The year began for Mexico’s economy with brighter results and higher expectations than in 2010.  

The Bank of Mexico director Agustín Carstens declared in mid-February that the Central Bank 

raised economic growth expectations for year 2011 to a 3.8-4.8 percent range, up from the previous 

3.2-4.2 percent estimation, and that the same 3.8-4.8 percent range shall apply for 2012.

Infl ation is in check, as evidenced by the Bank’s estimate of 3.0-4.0 percent for the fi rst quarter, 

which is lower than 3.75-4.25 percent originally forecast. Carstens said the forecast of general 

infl ation in the country for both 2011 and 2012 will stay within 3.0 and 4.0 percent.

In January, the institution once again left the key interest rate at 4.50 percent, confi rming 

expectations that infl ation will show a clear tendency to remain low, and fall throughout the year.

Mexico’s economy, the second largest in Latin America, grew 5.3 percent in 2010 after plummeting 

6.1 percent in 2009, quite a strong rebound that is partially explained by the magnitude of the 

previous year’s sharp fall. Other key indicators of general economic activity show that the economy 

has been operating over the past six months at ‘above pre-2008 crisis’ levels.  For this year, GDP 

expansion is estimated to reach 3.0-4.0 percent. Although not negative, this fi gure is still modest, 

and is evidence that Mexico’s economy, even though healthy, is not growing at its full capacity.

Strength in a global economy, but sometimes not in the best way

In the World Bank’s “Doing Business 2011” report, which records the competitiveness of different 

economies from the view point of ‘ease of doing business and enterprise creation,’ “México is still in 

fi rst place in Latin America in terms of facilitating business, followed by Peru, Colombia and Chile… 

And Mexico’s ‘ease for doing business’ ranking … is the highest among BRIC economies (China 

occupies spot 79, Russia is 123, Brazil ranks 127 and India is 134), according to the OCDE.”

Although a result of a worldwide perception of a weak U.S. economy, the recent weakening of the 

U.S. dollar, especially to the Mexican peso, will need to be observed with caution because a ‘strong’ 

peso is detrimental for Mexico’s export business to the United States, and has a double effect for 

Mexican purchases abroad, as U.S. goods will become cheaper while European, Japanese and 

Chinese goods will become more expensive, both causing either positive and negative infl ationary 

effects, respectively. This also, however, opens a chance for Mexican exports to non-U.S. markets.

Rising energy and crime-related costs still impact Mexico harshly

The rising cost of energy worldwide has also had a twofold impact on Mexico. Pemex (Petroleos 

Mexicanos), the state-owned petroleum company, increased sales by 14.6 percent and almost tripled 

its profi t with a 191.0 percent increase, thanks to a 29.2 percent hike in the price of Mexican crude and 

a 10.0 percent increase in production volume.  Domestic gasoline and gas prices, vital for industry and 

supply chains, have not increased as sharply as in other parts of the world because the local prices 

are controlled internally, and have been made gradual, thereby mitigating unwanted infl ation pressure. 

Macroeconomic fundamentals are nonetheless stable. Comparing 

last year to the current situation, we shall demonstrate the good 

management of the economy by the government and the inherent 

strengths and positive tendencies overall:     
  
1. Q1 2010’s interest rate was the lowest in recent history – Q1 2011 is unchanged
2. The U.S. dollar exchange rate had stabilized by Q1 2010 – The Mexican peso has 

strengthened 13 percent since Q3 2010 and 7 percent in 2011 to date
3. The Q1 2011 Mexican stock exchange index was at historic highest – Today it is 9.2 

percent higher
4. International reserves surpassed $100 billion U.S. dollars in Q1 2011 – Today’s 

reserves are $128.3 billion U.S. dollars
5. And all the following also compared to positive Q1 2010 statistics:

 • Mexico’s industrial production output - Growing
 • Private investment – Growing
 • Foreign investment – Growing
 • Total trade with the world (imports and exports) – Growing
 • Internal demand – Growing
 • GDP and employment – Growing
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Drug-related crime continues to affect important border areas where maquiladoras and important 

production centers for export are located. Crime has spread to other cities and even tourist towns, 

altering the day-to-day activities in those urban centers as well as disrupting and discouraging 

investments or other economic growth. The “war on drugs” goes on with growing numbers of 

civilian and federal forces victims, not to mention scores of gang members going after each other 

routinely. Popular support has been strained by months passing with sometimes meager results.  

However, polls show most Mexican citizens favor and are thankful for overall government actions 

and support the federal efforts.

Reform is still needed to push Mexico forward over the long term

Automotive industry output continues at full throttle since Mexico became the world’s fourth largest 

producer in the world just one year ago.  Additionally, manufactures for export and durable goods 

continue to gain momentum. Still on the agenda, and perhaps the most important homework for an 

increasingly unpopular political class, are the urgent needs for political, education, labor and fi scal 

reforms. Politicians have been the bottleneck and holders of the key for unleashing the positive 

potential of Mexico’s economy and society – as these reforms could make productive use of 

Mexico’s idle economic capacity and could perhaps double GDP numbers if ever implemented. 

Overall, industrial real estate activity in Mexico closed 2010 and began 2011 with uneven results: 

mostly stable and with moderate increases across the country as a whole, but with some border 

areas suffering from increasing vacancy while there was some stronger growth in the Monterrey 

and Bajío areas.

Growth continues in the major metropolitan markets

Continuing with the trend observed at the end of last year, 2011 began with very active markets 

in the largest metropolitan areas of Monterrey and Mexico City. Monterrey continues to capture 

manufacturing for export initiatives, while Mexico City has concentrated, large distribution center 

requirements. Additionally, Saltillo / Ramos Arizpe and Toluca are performing well in the role of 

lower cost satellites for those major urban areas. In the past two quarters, Monterrey and Saltillo 

/ Ramos Arizpe have turned the corner and are now experiencing rising rents. This may seem 

strange because insecurity is still challenging in Monterrey, but is indeed true regarding absorption 

and pricing on the major parks. Industrial real estate progress will remain complicated, however, 

in Ciudad Juarez, Reynosa, Chihuahua, Matamoros and Nuevo Laredo, where violent crime is a 

constant concern.

Large blocks of space beginning to run thin

Other important markets such as Guadalajara in the Bajío and Ciudad Juarez, Reynosa, 

Chihuahua, Matamoros and Nuevo Laredo in the north continue to suffer high vacancy rates, both 

of recent generation assets as well as older Class B product, and will therefore still have signifi cant 

oversupply of industrial space, keeping prices low.

Apodaca in Monterrey, Derramadero in Coahuila, Irapuato – León corridor in Guanajuato state, east 

Toluca and San Martin Obispo area in north Mexico City are examples of Class A markets where 

availability has remained near zero. Tenants looking for space in these locations are being forced to 

enter built-to-suit or prelease schemes.

Price competition continues to be strong in most markets, with ‘fl ight to quality’ always an option 

for occupiers seeking savings and improvement over their current facilities. The strongest tenants 

Mexico industrial market

Source: Jones Lang LaSalle

Markets with the largest swings of inflationary pressure have had a dampening effect on 
Mexican exports
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playing in the markets of Mexico City. Bajío and Central areas this quarter have been automotive 

and automotive suppliers, consumer products fi rms, food & beverage companies and 3PLs.

Automotive and aerospace industries offer mixed signals

Querétaro’s newest expansion to Bombardier’s aircraft plant continues to attract suppliers with aerospace 

as its niche industry, and remains strong with its signifi cant automotive and agro-industrial bases.

San Luis Potosí’s centralized location in the country has continued to be an important option 

for GM’s suppliers in terms of location and pricing, and is poised to pick up velocity with other 

automotive and consumer industries. Toluca is stable, while Puebla is defi nitely stagnant, with VW 

as its only important industry, having lost most of its past textile infrastructure.  The most important 

news this past quarter are large investments in Bajío area by European companies, including a VW 

engine plant and a large Pirelli tire plant in Guanajuato state, along with a L’Oreal hair products 

complex in San Luis Potosi.

The Tijuana market now shows signs of recovery.  The eastern submarkets near the border have 

experienced the most activity. Most of it is due to opportunistic acquisitions by users of second-

generation buildings for their operational needs, like Energy Labs’ acquisition of the JVC Campus 

and Prime Wheel’s purchase of the former Douglas Furniture facility.
Source: Jones Lang LaSalle

High vacancies still hurt several Bajio markets
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Only a few markets in the northern region have low vacancy
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Nearshoring - Offshoring

Increases in oil prices caused by political instability in several Middle East countries, coupled with 
increasing labor costs in countries like China and India, have opened the eyes of most corporations to 
the fact that manufacturing in the United States is becoming a better alternative than 
overseas manufacturing.  

This awareness is particularly true and may be adapted or expanded in a broader sense to making 
a case for manufacturing in North America as a region. According to a recent survey from the global 
business advisory fi rm Alix Partners,* Mexico even tops the United States as the nearshoring favorite for 
63 percent of senior manufacturing managers, citing lower freight costs, faster time-to-market rates and 
lower inventory costs, along with other benefi ts such as time zone coordination and cultural advantages 
with North American markets.  The survey cites that 9 percent of manufacturing executives have already 
taken steps to nearshore their company’s operations, while 33 percent plan to do so within the next three 
years. Mexico’s attractiveness among those planning to nearshore was more than seven times higher 
than Brazil’s and Central America’s combined, and that appeal could grow if fuel prices continue to 
rise globally.

Mexico remains a popular destination for offshoring as well. According to AlixPartners, 37 percent of 
survey respondents have completed or are in the process of offshoring, while 27 percent plan to offshore 
some U.S. operations within the next three years. Mexico topped the list as an offshoring site among 
both groups, narrowly beating China and surpassing India, Brazil and Eastern Europe by wide margins.

* Source-- May 5, 2011 “Mexico Tops U.S. as Nearshoring Favorite” By Ilya Leybovich
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Mexico market statistics

Market  Total stock (s.f.) Total available (s.f.) Total availability (%) YTD net absorption Q1 2011 average rent

Aguascalientes  4,532,000  409,000 9.1%  279,000  $3.85 

Guadalajara  20,624,000  2,680,000 13.0%  1,576,000  $4.71 

Guanajuato  10,280,000  226,000 2.2%  395,000  $4.65 

Queretaro  20,656,000  1,970,000 9.5%  307,000  $4.60 

San Luis Potosi  17,599,000  904,000 5.2%  477,000  $4.46 

Bajio Zone  38,255,000  2,874,000 7.5%  784,000  $4.53 

Mexico City  54,261,000  2,422,000 4.5%  2,207,000  $5.57 

Puebla  12,572,000  118,000 0.9%  118,000  $3.90 

Toluca  22,271,000  667,000 3.0%  732,000  $4.68 

Central Zone  89,104,000  3,208,000 3.6%  3,057,000  $4.67 

Chihuahua  15,705,000  1,615,000 10.3%  1,109,000  $3.50 

Cd. Juarez  61,042,000  6,361,000 10.4%  3,175,000  $4.10 

Laredo  8,665,000  1,302,000 15.0%  700,000  $3.60 

Matamoros  17,244,000  2,217,000 12.9%  172,000  $3.60 

Mexicali  28,804,000  3,111,000 10.8%  237,000  $4.15 

Nogales  10,075,000  798,000 7.9%  74,000  $4.13 

Monterrey  92,021,000  6,695,000 7.3%  5,425,000  $4.63 

Reynosa  29,041,000  3,541,000 12.2%  1,582,000  $4.00 

Saltillo / Ramos Arizpe  18,729,000  753,000 4.0%  1,755,000  $4.63 

Tijuana  54,610,582  7,264,776 13.0% -122,853  $4.80 

North Zone  335,936,582  33,657,776 10.0%  14,106,147  $4.13 

Market totals  498,730,582  43,054,776 7.3%  20,196,147  $4.44 
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Mexico industrial property clock
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Reading the property clock

The fi rst quarter of 2011 showed most of the markets still in the “falling” and “stabilizing” quadrants. 

Major changes are the positive move within the “rising” quadrant, evidenced primarily by Monterrey 

and Saltillo / Ramos Arizpe. Additionally, Mexico City’s premier location of San Martín Obispo is 

causing the metro area to now enter the “rising” section of the clock, albeit moderately, as still some 

nearby inferior location markets are in the midst of fi erce price competition for tenants in similar 

quality buildings. Moderate rises are likely to be maintained for Mexico City, Toluca, Monterrey, 

Saltillo and Guanajuato. Otherwise, there are basically no changes in most other industrial markets 

in the country over last quarter.

Our previous forecast of better economic perspectives trickling into real estate demand that was 

expected to move several of the “stabilizing” markets on a slow clockwise migration by mid-2011 is 

now becoming a reality, although it is expected that most of these markets will remain on the right 

side of the clock over the next three to six months.

The automotive and auto parts industries, as well as large urban areas requiring consumer goods 

distribution, continue to be the most active. Border areas will remain complicated because of 

insecurity and crime, at least until the popular perception of overall safety for any given market 

increases. Of  the border areas troubled last year, Tijuana is now perceived to be better in this 

department, while Ciudad Juarez and the Tamaulipas state locations of  Reynosa, Matamoros 

and Nuevo Laredo will most likely have negative reviews in the coming three to six months. 

“Maquiladoras” continue to implement working two shifts per day from two different locations, instead 

of the previously typical three shifts from a single site, now realizing a total of four shifts per day with 

high productivity and avoiding insecurity by not working the late night shift.

With nearly all markets situated on the right-hand side of the clock, indicating tenants’ leverage 

and a window of opportunity to capitalize on periodical lows in occupancy costs, tenants have 

taken advantage of material reductions in average rents, but in the major markets of Monterrey and 

Mexico City this window has almost completely closed. Since there is virtually no new construction 

in the pipeline and most existing stock occupied in the markets just mentioned, once this product is 

signifi cantly absorbed, a somewhat fast rise should be expected.

Mexico’s economy and, by defi nition, its industrial real estate strength are intimately tied to the 

performance of the U.S. economy and the resumption of consumer spending. The last three quarters 

in 2010 have provided uplift, but caution remains by worries of fl attening U.S. growth and the recent 

surge in oil prices globally. However, this particular fact opens opportunities in Mexico for both 

nearshoring and offshoring operations.
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Demand for large blocks of warehouse and 

distribution space continues to tighten in 

many markets throughout the country and, 

as labor markets and consumer confi dence 

strengthen, the market for smaller- and mid-

sized industrial occupiers should experience 

some uplift.
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