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Demand spumng spate of indus

By MARILYN ‘BowpeN

~ With virtually no new con-

struction and relatively low va-
cancies at the start of the reces

sion, Miami-Dade’s industrial
market has been less affected

than other commercial real es- |

tate sectors. Now, brokers say, |
demand is spurring a spate of |

“speculative construction.
“The market is very strong,”
said Edward J. Redlich, vice presi-
dent at ConmiReal Miami. “Va-
cancy continues to go down. It’s
‘now at about 7.5%.
years ago, at the beginning of the
recession; it was at about 12%.”

“There’s a trend of expansion |
among logistics companies,”said |

‘George Pino, founder and presi-
dent of State Street Realty, whose
assignments include the 4 million-
- square-foot Prologis portfolio.
“While most activity is from
existing tenants, when they ex-
pand they leave smaller spaces

behind, which is still positive -

'absorptmn And there are a few
new tenants as well.”
“This activity has caused inven-
tory to drop significantly in the
- past 12 months, said Steven J.
Medwin; man'aging “director of
Jones Lang LaSalle Brokerage,
and in good-quality buildings,
rental rates are on the rise.”
“Three years ago, the aver-
age was around $6.50 gross,”
he said. “Now it’s somewhere
between $8.25 and $9. At the
peak it was about $10, so it’s
: now only down 10% to 15%.”

The avallablhty of desirable

space is much. lower than the

vacancy rate would mdlcate

M. Redlich said. ,
_“About half the vacant space is

. elther dysfuncnonal or. over-

priced,” he said. “Tenants want
good, functional space at the mar-

ket rate, and some properties are
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'outdated with poor loading facili-

ties, low ceiling helghts bad toca-

tion and structural issues.”
Allofthishasledto anncunce~

ments of speculatwe construc-

tion to the tune f nearly 2 mil-

square feet, Mr. Redlich said
. 185,000-

foot DCT Commerce Center —

‘and  smaller, local developers

are looking forland to build more.
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Medwm are “thmugh
The 4.2 million-squ [
Fiagler Statmn sold for $340

ap rate. The 330, OOO~
re-foot UPS building in

also sold fm $80:a foot,

hd the th1ee~bmldlng, 340,000-
squaxe ~foot  International Cor-
porate Park was purchased by 4
major institutional investor for
$46.6 million, or $137 per

square foot, alsowitha caprate

in the low 5% range.
“That’s the highest per-
square-foot price in Miami |

can remember. The low 5% cap
rates also set records.”

M. Pino said several factms
are driving this bustle in the

“industrial market.

“Quer the past three years,”
he said, “most businesses have
been bare-bones operations. To
continue to grow, they need to

Vacancy fell from 12% to 7.5% in
three years, said Edward Redlich.

make decisions to expand and

accommodate what we hope is

~a rebounding economy.

“We’re also seeing new com-
panies coming into the market.
Space requirements of 30,000

square feet o less are still the
sweet spot in this market, but.

there are six ot seven require-

~ments for more than 100,000

square feet. 1. am working on
two 150,000-square-foot deals
right now.

rial space construction

“Exports are up about 30%
from a year ago,” Mr. Pino said.

- “Miami is the shipping center for

Latin America, and infrastruc-

“ture upgrades in the works right

now to the 826-836 interchange
andthe port will allow Miami to
accommodate what we expect

-~ will be growth in cargo.’

Thelocal economy is soclosely -
tiedtoLatin America, Mr. Medwin
said, that “it-has benefitted from
the rise of the middle class-in

‘Colombia, Panama and Brazil.

- The expectation of anincrease
in demand due to the widening
of the Panama Canal and dredg-
ing and infrastructure upgtrades
at the Port of Miami motivates
sonie. companies to-expand or
establishia Miami presence, Mr.
Medwinsaid =~ among them his

~own firm; Jones Lang LaSalle.

“We have a group called PAGI -
~for port, airport and global infra-
structure = that consults and bro-
kers deals for and around trans-

- portation hubs globally,” he said.

“It was based in Los Angeles, but -
the main body just moved offices
inMiamibecause they believe there
will 'be a shift to the East Coast
with the canal opening.

“Even if we capture just 5%
t6:10% of that business, that.
wouldbea meanmgful demand
incredse inMiami.”

On that front, some brokers
remain- cautious.

“Logisticscompaniesare tell-
ing me that when the upgrades

- tothe portare done, we will be

able toaccept super-freighters,”
Mi. Pino said: “So I think itwill:
increase business somewhat,
but T don’t think it will be a
game-changer.” '

“The Port of Miami axpansmn :

is a speculative development,”

Mr. Redlich said. “There’s noth-
ing that says because we build it,

it will be used.”



