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Vacancy Rate

VACANCY
The vacancy rate of the Greater Chicagoland industrial market continued to decrease into the second half of
2015. At the conclusion of the third quarter, a reported 7.59% of the market’s 1.3 billion square feet of

7.59%

industrial inventory throughout the Chicago metro area, Northwest Indiana, and Southeast Wisconsin
remained vacant,

2006 .

the lowest vacancy figure recorded since the first quarter of

This decrease in vacancy represents a notable improvement of 407 basis points since the market’s

recent peak rate of 11.66% in the third quarter of 2011. In addition, the Chicago metro market concluded the
third quarter with a vacancy rate of 7.54%, a decrease of 55 basis points since the third quarter of the

Net Absorption

previous year.
Out of twenty-four submarkets, fourteen have reported decreases in vacancy rates since the end of the

6,865,372 SF

second quarter. Strong leasing activity during the quarter contributed to an ample reduction of vacant product
of over 90 basis points in both the I-55 Corridor and DuPage submarkets since the end of the second quarter.
The Will and Southeast Wisconsin submarkets also reported decreasing vacancy rates of over 30 basis
points. In contrast, the Thorndale Corridor and South Cook submarkets reported increasing rates of vacancy
of over 20 basis points since the previous quarter.

absorption, and growing tenant and user activity throughout 2015 have demonstrated the market-wide
recovery and the strength of the Greater Chicagoland industrial market. With the growing e-commerce and
supply logistics industries, the Greater Chicagoland area is expected to see continued improvement as it
solidifies itself as a distribution and industrial focal point for users, tenants, developers, and investors alike.
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ABSORPTION
The Greater Chicagoland market
absorbed almost 6.9 million square
feet of industrial product during the
third quarter. Absorption is defined
as the change in occupancy over a
given period of time and provides a
key statistical indicator of the health
of a market.
The end of the third quarter marked
the seventeenth consecutive quarter
of positive net absorption and the
most substantial occupancy gain
year-to-date compared to the 2.7
million square feet reported in the
first quarter of the year and 5.9
million square feet during the
second quarter.
Several
submarkets
reported
occupancy gains of over 1 million
square feet during the quarter
including DuPage and the I-55
Corridor. The Will submarket also
reported a positive absorption gain
of over 1 million square feet in large
part due to the delivery and
subsequent occupancy of Michelin’s
1.7 million square foot facility in
Wilmington.

Leasing activity accounted for 8.8 million square feet of completed transactions, an
increase compared to the 8.5 million square feet of tenant transactions reported in the
second quarter and 5.9 million square feet reported in the first quarter. Twenty-one lease
transactions were recorded that were each over 100,000 square feet or larger.
A substantial portion of these transactions occurred within the DuPage submarket and
I-55 Corridor, totaling 1.9 million square feet of leasing activity and 1.6 million square
feet, respectively. The combined total amount of transactions within these two markets
resulted in 40% of the quarter ’s cumulative submarket total. M&R Printing Equipment’s
relocation to a 319,885 square foot facility, in which M&R was represented by Paine/Wetzel, was one of the largest lease signings within the DuPage submarket during the third
quarter.

SELECT DEALS

Year-to-date, the 15.4 million square
feet of cumulative positive net
absorption reported at the end of the
third quarter has already surpassed
the 14.1 million square feet reported
at the end of the year in 2014.

Positive net absorption is
expected
to
continue
through the year’s end as
user and tenant momentum
continues
to
drive
occupancy of new and
emerging space.

BOLD denotes a PW deal
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LEASE ECONOMICS

At the end of the third quarter, average asking
lease rates in the Greater Chicagoland market
increased to $4.87 per square foot Net. The

Chicago metro market averages an asking
rate of $4.93 per square foot Net, an 8%
increase since the previous year ’s
average asking rate and a 32% increase
since the recent lowest asking rate of
$3.68 per square foot recorded in the
second quarter of 2011.
Sixteen out of twenty-four submarkets reported
asking lease rate increases of $0.20 or greater
since the previous year. The greatest increases
in average asking lease rates since the third
quarter of 2014 occurred in the Lake submarket,
noting a 25% rent increase, and the DuPage
submarket, noting a 29% increase. As vacant
supply continues to decrease and tenant
demand grows, rental rates are expected to
climb higher across all submarkets.

SALES ACTIVITY
Owner and user sales remained active during the third quarter and resulted in 2.4 million square feet of completed
transactions. The Northwest Indiana and Kane submarket reported the greatest amount in owner and user sale
volume, reporting over 400,000 square feet in sales while DuPage and Lake each reported over 200,000 square
feet in sales activity. The largest owner and user sale of the quarter occurred with Hoist Liftruck Manufacturing
Inc.’s multi-property purchase of three buildings totaling 548,969 square feet in the Northwest Indiana submarket.
Investor activity was also prevalent in the third quarter. Distribution Realty Group, LLC purchased the Regent
O’Hare Center ’s portfolio of 9 buildings totaling 955,460 square feet and Prologis acquired Remington Lakes I & II
totaling 686,320 square feet in the I-55 Corridor.

SELECT SALE TRANSACTIONS
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The third quarter concluded with just over 4 million square
feet of construction deliveries, bringing the year-to-date
total to 10.1 million. Notably, Michelin’s 1.7 million square
foot build-to-suit, the largest construction completion of
2015, delivered in the Will submarket. Sunstar Americas’
302,000 square foot build-to-suit facility, in which
Paine/Wetzel
represented
Sunstar
Americas,
was
completed in the Golden Corridor.

C OTenant
NSTRUCTION

Additionally, several speculative facilities were completed
during the third quarter. IDI Gazeley’s 454,276 square foot
facility delivered in the Lake submarket and is currently
47% leased. Interstate Partners’ 275,265 square foot
speculative building was also delivered to the Kane
submarket, currently 0% leased.

BOLD denotes a PW deal

ECONOMIC FORECAST

Many speculative buildings are scheduled for delivery in
the upcoming fourth quarter include Dermody Properties’
353,322 square foot speculative building delivering to the
West Cook submarket and The Opus Group’s 423,672
square foot building delivering to the Thorndale Corridor.
With an increase in speculative construction underway,
vacancy rates may be affected in the coming quarter but the
heightened tenant activity seen in the previous quarters is
expected to off-set the additions of the newly constructed
facilities.

Source: Bureau of Labor Statistics

The national unemployment rate fell at the end of the quarter to 5.1%, an improvement from the 5.8% unemployment rate reported
at the end of the third quarter in 2014. The statewide unemployment rate has also continued to steadily fall since the beginning of
the year, ending the quarter at a rate of 5.6%. Similarly, the Chicago Metropolitan Statistical Area (Chicago-Naperville-Arlington
Heights) fell to a rate of 5.6%, a marked decrease since the 6.2% recorded at the end of the third quarter in 2014. The economy has
continued to steadily improve through 2015 on both a national and regional level and the decreasing rate of unemployment offers
evidence of its continuing recovery.
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OUR MISSION IS TO PROVIDE THE HIGHEST POSSIBLE PROFESSIONAL REAL ESTATE
REPRESENTATION TO OUR CLIENTS BY CREATING VALUE AND
PROMOTING THEIR BEST INTERESTS AT ALL TIMES.

RESEARCHERS:

Emily Dretzka

Sylvia Tabor

TEL 773.714.2140
edretzka@painewetzel.com

TEL 773.714.2114
stabor@painewetzel.com
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