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RENTAL RATES HIT OVERDRIVE IN I-85 CORRIDOR

Double-digit rent growth in I-85 industrial markets has helped the sector overcome macro-economic
headwinds, but how long is the runway?

By John Nelson

ental rates for the US. indus-
Rtrial sector have reached a new

zenith. According to research
from Cushman & Wakefield, the sector
posted asking rents at $8.70 per square
foot as of third-quarter 2022. While the
most expensive figure to date, the rate
also marks a 22 percent year-over-year
hike, which is the strongest annual in-
crease ever recorded.

The top industrial markets in the
Southeast have experienced similar
rent growth, especially those along
the 1-85 corridor. For example, Rich-
mond’s asking industrial rents are up
24.2 percent year-over-year and Atlan-
ta’s rents are up 26 percent, according
to data from JLL and King Industrial
Inc./CORFAC International, respec-
tively.

“Rental rates are continuing to
climb, which is why the system still
works today and why developers are
still building product,” says Warren
Snowdon, SIOR, managing director
and principal of Foundry Commer-
cial’s Charlotte office.

Victory Landing Logistics Center is a nearly 1 million-square-foot industrial park

underway near Hartsfield- Atlanta

Airport.

Rental rates are a function of a mul-
titude of factors, namely supply/de-
mand in the market, replacement costs
and landlords’ return expectations.

Currently, sources say that demand
for industrial real estate has generally
remained robust, especially in high-
growth markets in the Sun Belt. Cliff

Porter, SIOR, executive vice president
of Porter Realty Co./CORFAC Inter-
national, concurs but says that any
pullback in tenant demand down the
line could be detrimental to the sector
given the inflationary pressures that
landlords are facing.

According to the U.S. Bureau of La-
bor Statistics, the producer price in-
dex (PPI) for construction materials in
September 2022 rose 6.2 percent year-
over-year and by 435 percent from
February 2020, the last month before
the onset of the COVID-19 pandemic.
Similarly, the PPI for iron and steel
rose 23.4 percent since the pandemic,
and the PPI for cement and concrete
products increased by more than 66
percent.

“For most developments, concrete
and steel comprise 70 percent of the
construction budget,” says Chris Skib-
inski, SIOR, principal and managing
director of Avison Young’s Charlotte
office. “So if prices for those two

see -85, page 26

INDUSTRIAL, A TALE OF TWO MARKETS

Thus far demand has kept pace with deliveries, but if absorption wanes and capital markets remain

in flux, the sector could be heading for distress for the first time in decades.

By Jeff Small of MDH Partners

TNO contradictory storylines are
playing out in the industrial sec-
tor today. On one hand, indus-
trial real estate fundamentals remain
at the most robust levels seen in its
history. But on the other, macro-eco-
nomic concerns spurred by inflation
and rapidly increasing interest rates
have cast shadows over capital mar-

kets.

From the perspective of industrial
leasing fundamentals, the market
continues to match historic peaks.
JLL’s Q2 Industrial Outlook reports na-
tional vacancy rates of just 3.4 percent
with rent growth surpassing 21 per-
cent year-over-year. ACross our port-
folios in 30 markets nationwide, the

strength of tenant activity continues
despite economic headwinds. Our
occupancy exceeds 97 percent in over
30 million square feet; the few vacan-
cies we get back from tenants do not
stay vacant for long; and we cannot
seem to find the ceiling on how high

tion not seen in 40 years has unsettled
capital markets, with debt leading the
negative sentiments. Several of the
nation’s largest banks have stopped
all real estate lending through the end
of the year. Those still lending have
lowered leverage from 65 percent to

rents can go.
On the other hand, runaway infla- see TWO MARKETS, page 30
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