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Survey: Industrial real estate vacancy rates on the upswing

ROSEMONT, Ill. — Industrial real estate vacancy rates should bottom out sometime during the next year before beginning a gradual ascent, according to a recent membership survey of the Association of Industrial Real Estate Brokers (AIRE).

Vacancy rates in the industrial market reached a four-year low in 3Q2007, falling to approximately 8.6 percent. But the downtrend should stop there, AIRE brokers say.

The survey found that 78 percent of AIRE members expect vacancy rates to either hold steady or increase during 4Q2007 and 2008, with only 22 percent anticipating a continued decline.

“User demand is soft and there is an oversupply of new construction buildings,” said Kevin Joyce, a senior director with Cushman & Wakefield and one of those surveyed. “For the first time in several years, tenants in the market now have the upper hand.”

Along the same lines, the survey showed AIRE members anticipating average or below-average activity levels during 4Q2007. The Fourth Quarter is typically among the busiest times of the year for transactions, with an average of 13.35 million square feet of real estate changing hands over the past four years.

Just 12 percent of AIRE brokers expect better-than-normal activity levels in 4Q2007, compared to 46 percent who expect below-average activity levels and 42 percent who predict an average quarter.

Those surveyed pointed, in particular, to general economic uncertainty, concerns over financial issues and the downturn in the residential market as reasons for this anticipated slowdown.

“Fewer business owners are willing to sign on the bottom line until the true economic impact of the credit crunch is better understood,” said Matt Kurucz, development manager for IDI Inc.

Meanwhile, thanks to less demand from big-box users, a vast majority of AIRE brokers expect the market to remain dominated by smaller deals. Eighty-eight percent of those surveyed expect the volume of transactions below 100,000 square feet to outweigh the volume of transactions in excess of 100,000 square feet during 4Q2007.

“There are simply fewer and fewer big-box leases these days,” said Terry O’Hara, principal of Evergreen Commercial.

The survey of 50 leading AIRE members was conducted during the group’s monthly membership meeting at The Rosewood restaurant in Rosemont on Nov. 13.
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The Association of Industrial Real Estate Brokers (AIRE) is the largest real estate brokerage association in Illinois. AIRE has more than 425 members including brokers, sales people and associates from related real estate firms. Its members command more than 90 % of all Illinois industrial brokerage transactions. Founded in 1956 to improve communication among Chicago-area brokers, the group is dedicated to strict ethics, moral conduct, continuing professional education, technological advances and cooperation between industry professionals.

