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OVERVIEW

KEY INDICATORS

A confluence of events has led Denver to become one of the hottest industrial markets in the country. Robust demand 
in this regional market with a strong local economy is stemming from the growth of retail sales, employment, and 
industrial production in the metro area and the greater Colorado region. Furthermore, the rise of the marijuana industry 
with the passing of Amendment 64 in November 2012 created an additional demand segment, with new and relatively 
unsophisticated tenants operating with entirely different profit margins. 

Overall, the market is uniquely strong. Remarkably, rent growth exceeded 8% in 2016, even after posting back-to- back gains 
of 12% in 2014 and 2015. While still growing at a rapid clip, rent growth continues to moderate from its 2014-2015 highs, 
alongside an uptick in the availability rate and higher levels of speculative development. 

Vacancies remain tight and below the historical average, and fell for a second straight quarter in 18Q1 (albeit following 
seven straight quarters of slight increases). Over 5 million SF delivered in 2017, by far the most this cycle, and most of which 
was distribution and warehousing space. With much-needed speculative development finally hitting the market, somewhat 
of a further moderation in rent gains can be expected, at least relative to the explosive growth of recent years. 

Sales volume topped the $1 billion mark for the third time in four years in 2017, ultimately coming just shy of the all time 
record ($1.2 billion) set in 2016.

12 MONTH DELIVERIES 12 MONTH NET ABSORPT. VACANCY RATE 12 MONTH RENT GROWTH

4.6M SF 3.6M SF 5.1% 6.7%
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LEASING

RENT

Net Absorption, Net Deliveries, & Vacancy

Market Rent per Square Foot
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UNDER CONSTRUCTION

PROPERTIES SQUARE FEET PERCENT OF INVENTORY PRELEASED

34 6,628,479 3.2% 57.9%

Net absorption from 2012-2015 substantially outpaced new construction, with 5 million SF of new large scale logistics 
space falling well short of 7.5 million SF of net absorption in this industrial subset. Developers finally responded in earnest 
to Denver’s historically tight vacancies and substantially higher rents in 2016 when 3.9 million SF delivered, more than the 
2014-2015 combined total. But developers seemingly can’t build quickly enough, at least to satisfy tenants looking for the 
largest blocks of spaces: The number of buildings with at least 250,000 SF available jumped from a low of 3 in mid-2015, to 
a peak of 10 in 16Q2 during the initial supply ramp up, but is back down to an extremely limited total of about five buildings 
as of 18Q1. 

Meanwhile, tenants looking for spaces in the 100,000- 250,000 SF range have a vastly expanded roster of options. The 
number of buildings with 100,000-250,000 SF available is up from five in 15Q2, to 10 in 16Q2, and most recently up to about 
20. While larger speculative spaces (above 250,000 SF) may cause hesitation simply due to higher upfront costs, there is 
undoubtedly a thin market for these spaces at present. Moreover, recent leasing activity has demonstrated that demand is 
robust for new large spaces.
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SALES

FOR MORE INFORMATION OR TO INQUIRE ABOUT A SPECIFIC PROPERTY, 
CONTACT UNIQUE PROPERTIES AT 303.321.5888 TODAY!

SALE COMPARABLES AVG. CAP RATE AVG. PRICE/SF AVG. VACANCY@SALE

561 7.1% $117 8.4%

In 2017, investment came within $100 million of the all time record set in 2016, when $1.2 billion in sales closed. One of the headline trades 
of 2017 closed in March, when a private Hawaii-based buyer acquired a five warehouse portfolio in Montbello for $46.2 million, or $90/SF. 
Three of the buildings (all of which delivered in the mid-1980’s) classified as logistics space, and comprised 80% of the 514,000 SF traded. 
The seller behind the deal, Boston-based TA Realty (acquired by the New York City-based Rockefeller Group in 2015), had acquired the 
same portfolio of properties for $28.9 million in 2008. This marks TA Realty’s second major portfolio sale of warehouses in Montbello in less 
than a year. In September 2016, the firm sold a 17 warehouse portfolio for $57.7 million ($67/SF) to the LA County Employees Retirement 
Association. 

Few buildings that delivered this cycle traded in 2017, after a flurry of such deals made their way to the metro in 2016. In May 2017, the 
Inline Distributing Company closed upon a previously negotiated deal to buy the 70,000 SF Building 6 at the Crossroads Commerce Park. 
The sale coincided with the building’s delivery. The buyer will occupy about half of the space, and has put the rest of space up for lease. 

Thanks to a flurry of large deals towards the end of 2016 (Roughly $240 million in sales were recorded in 16Q4 alone, a single quarter 
record by a factor of two), logistics sales volume set a new annual record. A notable theme in 2016 was an influx of investment activity 
involving recently built logistics space. Six properties built between 2014-2016 traded in 2016, while from 2012-2015, only a combined five 
properties built after 2009 changed hands. In October 2016, Boston, MA-based TA Realty acquired a 270,000 SF distribution center at 2200 
N Himalaya Rd for $31.9 million, or $118/SF. The building was a fully leased build-to-suit for KeHE Distributors, a distributor of natural, 
organic, and specialty food products to natural food stores, grocery stores, and other retailers. In May 2016, a group of buyers acquired 
four FedEx distribution centers that delivered between 15Q4-16Q2 for $201.5 million. One of these four was the 211,000 SF distribution 
center at 12405 W 112th Avenue in Broomfield (the Northwest Denver submarket), which delivered in 16Q2 and was immediately occupied 
by FedEx upon delivering. The building traded for a confirmed price of $33.6 million ($159/SF) as part of the larger deal. 

The FedEx transaction described above was one of three 2016 sales of 50,000 SF-plus buildings that traded for at least $150/SF (the other 
two $150/SF-plus trades involved properties that delivered in 2014). Prior to 2016, there had never been a sale of a 50,000 SF-plus logistics 
building that topped the $150/SF mark. Overall, sales of recently delivered buildings accounted for roughly one-third of 2016’s. With 
investors willing to pay top dollar for newly built assets, its no surprise that both median and weighted-average pricing (per-SF) soared to 
new highs in 2016.


