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MARKET HIGHLIGHT:  ATLANTA
INDUSTRIAL MARKET IN SOUTHEAST’S LEADING DISTRIBUTION HUB GAINS MOMENTUM
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Atlanta is the largest industrial 
market in the Southeast and the fi fth-
largest market in the United States, 
with a total inventory of 655 mil-
lion square feet. Thanks to the key 
attributes that have made Atlanta 
the Southeast’s leading distribution 
hub, the industrial market has been 
steadily improving since the macro 
economy began its turnaround. 

The metro region’s logistical assets 
include a comprehensive interstate 
highway network, the world’s busi-
est airport (Hartsfi eld-Jackson Inter-
national) and proximity to the Port 
of Savannah, which is the country’s 
fastest-growing port. 

Hartsfi eld-Jackson International 
Airport’s expanding air cargo opera-
tions, which include three cargo com-
plexes with a total of 2 million square 
feet in distribution space, provide do-
mestic and global freight forwarders 
effi cient access to Atlanta and other 
Southeast markets.  

Cargo volumes at the Port of Sa-
vannah’s Garden City Terminal, 
home to the largest container termi-
nal in North America, increased by 
12 percent in March as the Georgia 
Ports Authority’s cargo volumes set 
a monthly record. The Port of Sa-
vannah continues to fuel big-box 
demand in Atlanta, and the eventual 
deepening of the Savannah harbor to 
accommodate larger container ves-
sels will only heighten demand for 
big-box space in the future.  Though 
the deepening project hit a stumbling 
block when the federal government 
recently failed to approve its portion 
of funds, the $266 million that Geor-
gia has allocated will allow environ-
mental and other work to continue 
while the state works to secure fed-
eral funding. 

Due to its logistical advantages 
and growing population (which 
now stands at 5.5 million), Atlanta 
will always be an important hub for 
retailers, third-party logistics fi rms 
and other space users. The indus-
trial real estate market is positioned 
for continued growth as the over-
all economy continues to improve. 
The industrial facilities in Atlanta’s 
numerous submarkets not only en-
able distributors to effi ciently serve 
the metro area’s population, but the 
Southeast region’s major population 
centers, including Charlotte, Nash-
ville, Raleigh-Durham, Jacksonville, 

Tampa and Birmingham. 

Improving Fundamentals
The recovery of Atlanta’s industrial 

sector is demonstrated by the ongo-
ing decline in vacancy rates and ris-
ing absorption levels. The overall va-
cancy rate dropped to 10.5 percent in 
the fi rst quarter of 2014, down from 
11.2 percent in fourth quarter 2013, 
according to CoStar Group’s fi rst 
quarter 2014 Atlanta market report. 
Furthermore, the inventory of mod-
ern, bulk buildings, with adequate 
clear ceiling height (32 feet) are very 
diffi cult to fi nd.

Net absorption totaled more than 
4.7 million square feet in the fi rst 
quarter, according to CoStar, up from 
nearly 2 million square feet in fourth 
quarter 2013. Developers’ restraint in 
speculative construction has contrib-
uted to the trend of positive net ab-
sorption. 

Throughout the recovery, the de-
mand for big-box space has largely 
been met by build-to-suit devel-
opment. Signifi cant build-to-suit 
projects in the market include a 
700,000-square-foot e-commerce 
center for McMaster-Carr in Doug-
lasville, Ga., in the West Atlanta 
submarket; a 1-million-square-foot 
distribution facility for Procter & 
Gamble in Union City, Ga.; and a 
402,500-square-foot regional distribu-
tion center for H.H. Gregg that Duke 
Realty is developing in Ellenwood, 
Ga., in the South Atlanta submarket.

The Next Phase
As the Atlanta industrial market’s 

fundamentals continue to improve, 
construction activity is on the rise.  
According to CoStar, nearly 4.3 mil-

lion square feet of industrial space 
was under construction at the end 
of the fi rst quarter, up from roughly 
2.3 million square feet at the end of 
fourth quarter 2013. It now appears 
that Atlanta is entering the next wave 
of construction as developers are once 
again pursuing speculative develop-
ment. IDI delivered a 650,000-square-
foot spec facility at Riverside Busi-
ness Center in Lithia Springs, Ga., in 
the I-20 West submarket, and Majes-
tic Realty Co. has begun speculative 
development on a 160-acre property 
in the South Atlanta submarket. Ad-
ditionally, several other projects are 
rumored to be very close to breaking 
ground.

The return of speculative develop-
ment is another sure sign of the over-
all return to health of Atlanta’s in-
dustrial market. So far, Duke Realty 
has confi ned its recent development 
to build-to-suit projects serving H.H. 
Gregg, Dick’s Sporting Goods, FedEx 
and other companies. Duke Realty is 
committed to growing its presence in 

the Atlanta market and is carefully 
evaluating the possibility of new de-
velopment to serve rising demand for 
large, Class A facilities. Duke Realty 
owns land in the metro area’s major 
submarkets that is entitled, zoned 
and ready for development, and is 
also looking to acquire new land in 
this development cycle.

Overall, the trend of declining va-
cancy rates and the inching up of 
rental rates will continue as demand 
for space strengthens. Another posi-
tive sign for the Atlanta market as a 
whole is the ongoing growth in em-
ployment. Metro Atlanta’s unem-
ployment rate has dropped to 6.9 
percent — its lowest rate since unem-
ployment peaked at 10.5 percent in 
late 2009. Atlanta’s economy and its 
industrial market have come a long 
way since then, and there is a defi nite 
cause for optimism that these posi-
tive trends will continue this year 
and beyond.

Duke Realty is developing a 402,500-square-foot regional distribution center for 
retailer H.H. Gregg in Ellenwood, located in the city’s South Atlanta submarket.
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