
While the term “business park” 
may conjure up images of 
gigantic, monotonous build-

ings surrounded by tractor trailers 
in a remote location, many office and 
industrial parks now provide upscale 
amenities and appealing architecture 
with the employee experience fore-
most in mind. 

One Texas-sized example is Alli-
anceTexas, a 67-square-mile develop-
ment north of Fort Worth celebrating 
its 25th year in operation. What started 
as an industrial airport has grown into 
a major business hub, and now boasts 
residential and retail real estate as a re-
sult. In the past year alone, the devel-
opment has generated more than 5,000 
jobs with combined leasing of nearly 6 
million square feet. 

Mike Berry, president of Hillwood 
Properties, the company behind Alli-
ance, says today’s businesses expect 
high-quality infrastructure when look-
ing to move into a new space. 

“I think master-planned business 
parks in general are doing well be-
cause companies want to be in an en-
vironment where they know there is 
critical infrastructure in place to sup-
port their business,” says Berry. “Not 
everyone wants to be in a business 
park, but there are a lot of advantag-
es offered, especially at Alliance. Be-
ing intermodal with the airport and 
a highway system tied together, it be-
comes a unique package.”

Ross Perot Jr. owns Hillwood Prop-
erties. Since its inception in 1989, Pe-
rot’s company has built Alliance into 

a multi-billion-dollar “inland port,” 
helping he and his father make the 
cover of Forbes last fall. 

The economic impact of Alliance on 
north Texas has exceeded $50 billion 
since its inception in 1989, with a $3.78 
billion impact in 2013, according to 
Berry. This includes $8 billion in com-
bined public and private investment 
and $1.3 billion in property taxes paid 
over the last 25 years. More than 2.7 
million square feet of industrial space 
is under construction at Alliance, along 
with a 155,000-square-foot Class A of-
fice building. Amazon.com, LG and 
Walmart have recently partnered with 
Alliance for industrial facilities, filling 
3 million square feet between them. 

The industrial and transportation 
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With a location in the center 
of the U.S. and a thriving 
economy, industrial real 

estate in Dallas/Fort Worth contin-
ues a strong period of growth. The 
region boasts 16 million square feet 
of industrial product under construc-
tion and several companies have re-
located facilities to the Metroplex in 
recent months.

For a closer look at the industrial 
market in Dallas, Texas Real Estate 
Business recently conducted inter-
views with Jeff Thornton, senior vice 
president of Duke Realty’s Texas op-
erations, Allen Gump, executive vice 
president of Colliers International’s 
industrial division, and Al Sorrels, 
vice president and director of devel-
opment at Majestic Realty. The fol-
lowing is an edited interview:

Texas Real Estate Business: The 
Dallas/Fort Worth area gained a 
total of approximately 113,000 jobs 
over the past 12 months, including 
more than 20,000 industrial jobs. Is it 
safe to say things are doing very well 
for industrial real estate in DFW?

Sorrels: Job growth is certainly 
one of the primary metrics that we 
all look at, especially when planning 
a speculative project. The job growth 
expectations over the next one to 
five years have certainly affected 
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Radler Enterprises is constructing Phase III and Phase IV of Beltway Lakes, a business park at the intersection of Sam Houston 
Tollway and Tomball Parkway in Houston.
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the multifamily market place. This, 
in turn, gives rise to a positive out-
look for industrial, which at the end 
of 2012 was at a historic low as far as 
vacancy. Meanwhile, absorption was 
far outpacing new construction. The 
job growth metric is something we all 
look to as one of the primary measure-
ments to fill this rise in speculative de-
velopment and hopefully that trend 
will continue. There are always fac-
tors, such as international events, that 
can negatively affect our economy, 
which none of us can anticipate. 

Thornton: Yes, 
the Dallas/Fort 
Worth industri-
al arena is very 
strong. Our cen-
tral location in the 
United States, job 
growth and a grow-
ing population fuel 
strong demand for 
industrial real es-
tate in north Texas. 
Plus, we have other 
attributes critical to 
a thriving indus-
trial market — transportation, infra-
structure and availability of land. Our 
business-friendly environment and 
low cost of living have contributed 
to business and population growth 
as well. Warehouse/distribution us-
ers love to be close to the populations 
they serve. 

Gump: Most definitely things are 
going well. Not only are we seeing 
new companies come into the Dallas/
Fort Worth area because they see great 
opportunities here, but the companies 
here are expanding. The uncertainty 
that was holding businesses back has 
dissipated.

TREB: There has been a 52.8 percent 
increase in projects under construc-
tion between the second quarter of 
2013 and the second quarter of 2014, 
with 16 million square feet of industri-
al product currently under construc-
tion. What are the driving factors that 
explain the rapid rise in construction? 
Which submarkets are hot and why?

Sorrels: The primary factors in this 
rise in construction are the vacancy, 
absorption and favorable job outlook 
for the Metroplex. The DFW Airport 
submarket has traditionally been the 
first market to begin construction and 
has lead in absorption. However, the 
North Fort Worth market at Alliance, 
along with a couple of other notable 
projects, is leading the market as far 
as product under construction cur-
rently. This is all bulk product. DFW 
Airport/Northwest Dallas comes in 
second in total construction and while 
there are two large, 1-million-square-

foot facilities, there are several smaller 
shallow bay projects in this mix of 
construction as well. 

Thornton: Dallas is experiencing 
strong economic fundamentals and 
high occupancy in industrial facilities. 
Strong absorption and limited avail-
ability have prompted developers 
to build speculative projects to meet 
anticipated ongoing demand. Build-
to-suit activity has also been stron-
ger than usual the past two years as 
a result of the lack of large industrial 
space available. The largest growth in-
dustrial submarkets in the Metroplex 
have been South Dallas, DFW Airport, 
North Fort Worth and GSW/Arling-
ton. All four have shown healthy de-
mand for space and have a significant 
amount of new construction under-
way.

Gump: Our industrial market has 
reached all-time low vacancy rates 
after several years with no new con-
struction. In the last couple of years, 
our rental rates have finally reached 
levels that can support new construc-
tion. The large box warehouse is here 
to stay. However, there are limited op-
tions on where you can find a land site 
that will accommodate one. The sites 
in Alliance (North Fort Worth) and 
southern Dallas as well as along I-20 
are the best options.

TREB: Speculative development ac-
counts for 75 percent of the construc-
tion today. How quickly will the new 
space that’s coming on line be ab-
sorbed?

Sorrels: The summer has seen a 
slowdown in large bulk deals coming 
to the market, with only one or two 
deals currently circulating. The bulk 
of absorption has come in the 50,000 
– 150,000 square foot size range. As 
activity hopefully picks up in the fall, 
two or three large transactions can 

drastically change 
the landscape of 
the bulk product 
currently coming 
up. I would specu-
late that we have at 
least an 18-month 
supply of product 
on the ground and 
under construc-
tion. 

Thornton: It’s 
hard to say specifi-
cally how quickly 
all of the speculative space will be 
absorbed, but typically buildings that 
deliver early in the cycle fare much 
better than those delivered late. Cur-
rently, completed speculative projects 
are over 50 percent leased, and proj-
ects still under construction are less 
than 5 percent occupied. Regardless, if 
the economy continues to stay strong 
and absorption continues at such a ro-
bust pace, I expect these speculative 
projects will lease-up in a reasonable 
amount of time.

Gump: I suspect that most of the 
new buildings will lease without 
much trouble. These new buildings 
have features that corporate America 
is looking for in a space. Features in-
clude higher clear heights, up to 38 
feet in some cases, larger amounts of 
trailer parking, car parking and larger 
bay spacing. These latest-generation 
buildings are being built by develop-
ers and general contractors that are 
the very best at delivering a superior 
product. They will most certainly get 
leased due to the growth in our mar-
ket.

TREB: The remaining 25 percent of 
the construction currently underway 
is build-to-suit. What types of space 
users require build-to-suits today? 
Are there any compelling trend lines?

Sorrels: The most obvious trend in 

the market right now is e-commerce, 
which is changing the size and types 
of buildings that we are designing on 
a speculative basis and on a build-to-
suit basis. Food and durable goods 
seem to be the other large users of in-
dustrial space. 

Thornton: E-commerce is driving 
many of the build-to-suit facilities 
under construction today. These com-
panies need facilities that can accom-
modate sophisticated material han-
dling systems and have the high clear 
heights, dock doors and trailer park-
ing to facilitate product handling. Ob-
viously, Amazon is a big player and 
they are now providing same-day de-
livery in Dallas/Fort Worth. Also, big-
name consumer products companies 
are constructing build-to-suit distri-
bution centers in their efforts to accel-
erate product delivery to consumers. 

Gump: Build-to-suits have become 
much more common than they used to 
be. Companies want what they want 
and when you’re going to occupy 
an 800,000 to 1.5-million-square-foot 
building, you tend to want to control 
exactly what you’re going to get. Also, 
by taking out the lease-up risk, and as-
suming the credit risk is also eliminat-
ed, the cost of the build-to-suit can be 
much lower to the corporate user. The 
investment market is so hungry for 
deals to buy. They’ve bid the prices of 
these build-to-suits to historically low 
cap rates.

 
TREB: Triple net effective rents have 

steadily risen since 2010 according to 
Cushman & Wakefield. Do you expect 
rents to continue to rise and, if so, by 
what percentage during the next year? 
What is driving the rent growth? 

Sorrels: Rent growth in the DFW 
marketplace is the old adage of two 
steps forward and one step back. 
While we have seen growth in cer-
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Point West VIII is a 270,498-square-foot business park under construction in Coppell, Texas, just northwest of Dallas. Duke Realty 
is in charge of the project, which is 47 percent preleased.
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