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NATIONAL OVERVIEW
AT-A-GLANCE
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Another Banner Year for U.S. Industrial

• National net absorption surpassed 250 million square feet (msf) in 2018 for a third year in a row

• U.S. industrial rents increased 5.9% in 2018 year over year, rising in 53 markets – 20 of which posted double-digit
gains

• Net absorption forecast to surpass 240 msf in 2019 for a sixth consecutive year, with demand for all regions and all
product types growing.

• Market conditions are motivating new development in primary and select secondary markets; construction starts
jumped by 22.4% year-over-year nationally

• Port markets and infill-sited submarkets of populated inland distribution hubs are where U.S. rent growth will be
strongest.



NATIONAL OVERVIEW
AT-A-GLANCE

Industrial Sector Undergoing a Rapid Transformation

• As the consumers goes, so goes the industrial market. Consumer spending is forecast to grow 2.6% in 2019

• eCommerce is a major driver for industrial demand – forecast to grow double-digits 2019 and beyond

• Net absorption forecast to surpass 240 msf in 2019 for a sixth consecutive year, with demand for all regions and all
product types growing.

• Increased spec construction could increase vacancy. We forecast average annual vacancy to rise 30 to 40 bps to
between 5.1% and 5.2%% by year-end 2019.

• Continued growth in eCommerce will drive demand for new, state-of-the-art facilities

• Rental rate appreciation will continue, although rent growth will slowly begin to decelerate in 2019.
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MAJOR U.S. INDUSTRIAL MARKETS
Warehouse Inventory, Overall Vacancy & Net Annual Rents

16 OF THESE MARKETS HAVE WAREHOUSE VACANCY LESS THAN THE U.S. WHSE VACANCY RATE OF 5.3%

DENVER
157.7 MSF
4.8%
$7.18

SEATTLE
138.4 MSF
5.1%
$8.88

OAKLAND/EASTBAY
95.0 MSF
5.5%
$10.24

LOS ANGELES
812.5 MSF
1.5%
$10.08

INLAND EMPIRE
441.4 MSF
4.7%
$7.82

ORANGE COUNTY
130.1 MSF
3.2%
$10.55

PHOENIX
99.0 MSF
10.9%
$5.22

SACRAMENTO
118.5 MSF
4.1%
$7.63

DALLAS/
FT.  WORTH
584.2 MSF
7.5%
$4.35

CHICAGO
682.4 MSF
6.8%
$5.09

INDIANAPOLIS
186.3 MSF
5.7%
$3.66

PHILADELPHIA
116.5 MSF
3.5%
$5.28

ATLANTA
528.6 MSF
8.6%
$4.00

MEMPHIS
158.1 MSF
6.0%
$2.96

KANSAS CITY
130.0 MSF
9.2%
$3.96

ST. LOUIS
179.0 MSF
6.4%
$4.56

DETROIT
275.0 MSF
3.2%
$5.54

CLEVELAND
476.1 MSF
3.4%
$3.97

COLUMBUS
259.6 MSF
4.6%
$3.71

CINCINNATI
164.9 MSF
3.4%
$4.26

NASHVILLE
149.6 MSF
5.9%
$4.38

CHARLOTTE
144.7 MSF
6.3%
$5.00

PORTLAND
146.6 MSF
3.5%
$7.42

MIAMI
130.5 MSF
4.8%
$7.44

HOUSTON
328.0 MSF
7.8%
$5.93

NORTHERN NJ
215.3 MSF
4.4%
$9.05

BALTIMORE
174.2 MSF
7.2%
$5.01

PA I-81/I78 CORRIDOR
270.0 MSF
7.9%
$4.82

CENTRAL NJ
266.8 MSF
2.8%
$7.41

NOTE: Selected markets with warehouse inventory of 75MSF+

CENTRAL VALLEY
104.8 MSF
7.0%
$4.23 JACKSONVILLE

78.5 MSF
2.9%
$4.67



NATIONAL OVERVIEW
Q4 2018 U.S. INDUSTRIAL VACANCY
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Markets Remain Tight



NATIONAL OVERVIEW
Q4 2018 DELIVERIES AND NET ABSORPTION
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Few Signs Of Overbuilding



NATIONAL OVERVIEW
OVERALL VACANCY
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U.S. E-COMMERCE SALES

Source: The U.S. Department of Commerce .

Key Takeaways
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• $513.6B
Total eCommerce sales for
2018, an increase of
14.2% from 2017. Total
retail sales increased just
4.8% from 2017.

• eCommerce sales in 2018
accounted for 9.7% of total
sales, up from 8.9% in
2017.

• eCommerce sales are
expected to grow
15.1% in 2019.

• Considering that online
sales are growing nearly
four times faster than
overall retail sales, further
industrial demand for
eCommerce fulfillment can
be expected.

A Powerful Industrial Tailwind

In Billions



SECTION II

SOUTHERN CALIFORNIA
OVERVIEW



SOUTHERN CALIFORNIA OVERVIEW
Q1 2019 INDUSTRIAL SUBMARKETS OVERVIEW



SOUTHERN CALIFORNIA OVERVIEW
LOS ANGELES - ORANGE COUNTY - INLAND EMPIRE INDUSTRIAL MARKETS
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With 2018 net absorption of 33.3 million sf, the vacancy rate dropped to 2.2% - the lowest
vacancy rate among the major industrial markets in the U.S.

• Strong market fundamentals: declining vacancy, rising rents, strong development pipeline, significant barriers to entry

• Overall 2018 leasing activity in the Los Angeles Basin remained stronger than ever with 86.4 msf

• Market rents and property values experienced significant growth, as overall asking rates climbed 7.5% over 2017

• Construction projects for the four counties reached the highest levels at year end: Los Angeles County (6 msf), Orange
County (1.6 msf) and Inland Empire – San Bernardino/Riverside Counties (27.7 msf)

• Construction costs rising 8% per year

• Labor is a significant factor – cost, availability, and quality



Key Takeaways

• After a banner year in 2018
when the market posted
record-high leasing activity
and 1.6 msf of net demand,
the Mid-Counties industrial
market  started the year in
the red with 1.5 msf of
negative absorption in the
first quarter, resulting in a
130-bp increase in vacancy
from a year ago.

• With such low vacancies in
most submarkets, there is
little room for further growth
in terms of net demand or
leasing.

• Strong demand will intensify
competition for the more
desirable and functional
spaces that become
available and new supply is
not expected to apply
significant upward pressure
on vacancy
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International trade remains a driving force behind one of the most vibrant regions in the nation.

• 2018 was a Record Year!  #1 Port in North America, Ranked #9 in the world

• The port complex generates employment for nearly 3 million Americans nationwide.

• Congestion is the number one issue but ports continue to make improvements $6.5b (Cap. Imps. 10-yr)
- Long Beach: $4.0b
- Los Angeles: $2.5b

• About 30-35% of the goods that land in L.A.-area ports stay in Southern California.

• The ports offer what importers value most: speed to consumers.

• It will  continue to be the destination for goods that need to get on store shelves quickly, like high-end sneakers, the

latest electronics and perishable goods.

SOUTHERN CALIFORNIA
PORTS OF LOS ANGELES AND LONG BEACH
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TEUs are a standard measure for the steel cargo containers commonly used interchangeably on ships, trucks and trains. A TEU or 20-
foot equivalent unit is the industry measure used to tally cargo containers, whether the containers are 20-foot long, 40-foot long or some
other size. Source: The Port of Long Beach and Los Angeles. 1Q19 comparison is 1Q19 vs 1Q18 change.

SOUTHERN CALIFORNIA OVERVIEW
PORTS OF LOS ANGELES AND LONG BEACH
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TEUs are a standard measure for the steel cargo containers commonly used interchangeably on ships, trucks and trains. A TEU or 20-
foot equivalent unit is the industry measure used to tally cargo containers, whether the containers are 20-foot long, 40-foot long or some
other size. Source: The Port of Long Beach and Los Angeles. 1Q19 comparison is 1Q19 vs 1Q18 change.
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SOUTHERN CALIFORNIA OVERVIEW



SECTION III

INLAND EMPIRE
OVERVIEW



Cushman & Wakefield Research

Inland Empire Industrial Market
Market Summary

TOTAL MARKET SIZE

551,343,399 SF
MODERN BULK MARKET SIZE
(30’ Clear and ESFR Sprinkler)

297,025,491 SF
Medium

Distribution
26%

Flex
3%

Manufacturing
17%

Modern Bulk
54%

MODERN BULK
FACILITIES

838
4.0%

TOTAL OVERALL
VACANCY

2.5%
IEW VACANCY

6.4%
IEE VACANCY



INLAND EMPIRE OVERVIEW

Strong port volume and eCommerce will continue to fuel growth in the region

• The Inland Empire contains the most modern, functional product in Southern California

• Highest historical growth due to global outsourcing and growth of imports at the Ports of Los Angeles/Long Beach

• Recent growth has been augmented by strong eCommerce-related demand

• Major investment market for institutional investors (pension funds, insurance companies, REITS)

• Logistics firms have located in the Inland Empire in response to the need for larger distribution centers
and the availability of large modern distribution centers

• Strong demand has kept IE warehouse rents at record highs, yet they remain at a 50% discount compared to neighboring
infill markets

• Yield Ranges:

- Spec Development: 4.75% - 5.50%
- Forward Sales (Vacant): 4.50% - 5.25%
- Core: 4.00% - 4.50%
- Build-to-Suit: 4.50% - 5.25%

AT-A-GLANCE

CUSHMAN & WAKEFIELD |



INLAND EMPIRE OVERVIEW
HISTORICAL VACANCY RATES BY QUARTER

Note: Existing buildings 10,000 square feet or larger. Includes flex space.
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HISTORICAL QUARTERLY NET ABSORPTION
INLAND EMPIRE OVERVIEW
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CONSTRUCTION COMPLETIONS

M
SF

INLAND EMPIRE OVERVIEW
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1998 Top Industrial Leases - Inland Empire

TENANT LEASED SF ADDRESS CITY

750,000 3000 PHILADELPHIA STREET ONTARIO

750,000 2950 JURUPA STREET ONTARIO

CALPACO PAPERS INC 606,925 3155 UNIVERSE DRIVE JURUPA VALLEY

350,000 4271-4281 EDISON AVENUE CHINO

347,820 14326 MONTE VISTA AVENUE CHINO

334,000 4651 EAST FRANCES STREET ONTARIO

318,104 7551 CHERRY AVENUE FONTANA

303,120 11900 CABERNET DRIVE FONTANA

Master         Design, Inc 300,172 1950 STERLING AVENUE ONTARIO

285,600 5725 EAST JURUPA STREET ONTARIO



2008 Top Industrial Leases – Inland Empire

TENANT LEASED SF PROPERTY CITY

1,300,000 3700 INDIAN AVENUE PERRIS

827,560 13052 JURUPA AVENUE FONTANA

749,308 1651 CALIFORNIA STREET REDLANDS

657,600 27352 ALABAMA STREET ONTARIO

623,630 5400 SHEA CENTER DRIVE ONTARIO

598,741 5690 INDUSTRIAL PARKWAY SAN BERNARDINO

591,020 9774 CALABASH AVENUE FONTANA

572,927 9333 HERMOSA AVENUE RANCHO CUCAMONGA

568,120 1151 SOUTH MILDRED AVENUE ONTARIO

500,000 4061 EASE FRANCES STREET ONTARIO



2018 Top Industrial Leases – Inland Empire

TENANT LEASED SF PROPERTY CITY

1,387,899 24385 NANDINA AVENUE MORENO VALLEY

1,331,763 24400 KRAMERIA AVENUE MORENO VALLEY

1,313,470 1651 CALIFORNIA STREET REDLANDS

1,309,754 3700 INDIAN AVENUE PERRIS

1,074,628 1010 WEST 4TH STREET BEAUMONT

1,009,092 400 PALMYRITA AVENUE RIVERSIDE

1,003,567 11281 CITRUS AVENUE FONTANA

889,445 21705 CACTUS AVENUE RIVERSIDE

771,839 1300 CALIFORNIA STREET REDLANDS

763,228 4100 MISSION BOULEVARD ONTARIO



TENANT TOTAL SF OCCUPIED
(MSF)

15.0

6.5 MSF FOOTPRINT
(PLUS, 6.7 MSF OPERATING ONLY)

6.1

5.5

5.2

4.7

INLAND EMPIRE TOP OCCUPIERS
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• Transportation, Labor and Rent

• Labor:  Cost, Availability, Quality Of Labor Increasingly Important

• Increased Emphasis on Employee Amenities and Workplace Environment (e.g., HVAC,
café/lockers)

• Tenants are Renewing More Frequently due to Major Facility Investments

INDUSTRIAL TRENDS

INDUSTRIAL BUILDING SPECIFICATIONS

CUSHMAN & WAKEFIELD |

KEY TENANT DECISION AND COST FACTORS

• Increased Capital Expenditures Going Into Building

• Increased Prevalence of Mezzanine Work Areas

• Increased Need for Trailer and Auto Parking (lower building-to-site coverage)

• Separate and Secured Auto and Trailer Yards/Entrances

• On-Site Truck Queuing Lanes

• Expansion / Flexibility

• Clear Height - 36’ industry standard (going to 40’?)



ANDREW STARNES
Managing Director
909 942 4667
andrew.starnes@cushwake.com
License #01799801

QUESTIONS?


