
For many years, Downtown was 
Atlanta’s forgotten office sub-
market. Today, things are rapidly 

changing for the heart of the city center.
Downtown is attracting increased 

development dollars, tenants are mov-
ing into the urban core from all over 
the metro region and out of state, 
Georgia State University continues 
to change the fabric of Downtown 
by bringing life to the streets and oc-
cupying some of our most historic 

At the macro level, the U.S. in-
dustrial market hasn’t seen 
signs of growth this encourag-

ing since before the Great Recession. 
Vacancy is compressing and construc-
tion is ramping up across the country 
for industrial product.

“There is a general swell of good 
news and activity. What we’re care-
ful of is whether this is actually ‘great’ 
news or if it’s just a whole lot better 
than it was two or three years ago,” 
says Denton Shamburger, vice presi-
dent of industrial leasing at Lincoln 
Property Co. Southeast, a commercial 
real estate services firm with offices 
in Atlanta, South Florida and Central 
Florida.

The industrial market’s vacancy rate 
has dipped to a post-recession low of 
11.2 percent in the third quarter, 10 
basis points below the second quar-
ter totals, according to Reis. The third 
quarter vacancy rate is 50 basis points 
below third quarter 2013 and 300 basis 
points below the cyclical high of 14.2 
percent in late 2010.

In the third quarter, absorption to-
taled 18.3 million square feet, a 20.7 
percent drop from the second quar-
ter’s total of 23 million square feet. 
Despite the drop from quarter to quar-
ter, the year-to-date absorption is up 
more than 10 million square feet com-
pared to the same time frame in 2013. 
E-commerce users are one of the main 
contributors to the increased absorp-
tion, especially for Class A product.

“Tenant demand is back for Class A 
product and the folks that are creating 
demand are willing to pay for the new 
product,” says Jay Mitchell, senior 
vice president and regional director 

of IDI Gazeley, an industrial develop-
ment firm based in Atlanta with more 
than 60 million square feet in its port-
folio.

The Class A properties tend to be 
closer in-town to population centers, 
and e-commerce companies want 
those prime properties and sites for 
staffing purposes. The newer proper-
ties with increased functionality and 
automated operations require an edu-
cated and skilled workforce, so the 
closer in-town the better for e-com-
merce companies.

“The e-commerce impact on our 
business is reinforcing our need to 
secure the best sites that are close-in 
to population centers and enable our 
customers to fulfill orders rapidly,” 
says Nick Kittredge, president of the 
East Region of Prologis, a San Francis-

co-based developer and manager of 
industrial logistics real estate. “Those 
infill sites are a little more difficult to 
find and it may involve redevelop-
ment or significant entitlement chal-
lenges.” 

Reduced availability for top-tier, 
in-town product has spurred devel-
opment activity near major popula-
tion centers. Completions nationwide 
totaled 15.8 million square feet in the 
third quarter, the highest quarterly 
amount since the recession. Year-to-
date industrial completions total 41.4 
million square feet, which is 10.7 per-
cent higher than the annual total for 
2013, according to Reis.

Of the product that is currently un-
der construction, Cushman & Wake-
field is reporting that a majority is 
comprised of projects being built on a 
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191 Peachtree in Downtown Atlanta has 
increased its occupancy by 5 percent 
since 2013. The office tower is currently 
92 percent leased.

Pattillo Industrial broke ground recently on a speculative, 205,000-square-foot facility in 
Greenville, S.C. The project is one of several spec developments underway in the area.
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speculative basis.
“Spec building now accounts for 

63 percent of the 99.9 million square 
feet currently under construction in 
the U.S.,” says John Morris, leader of 
industrial services for the Americas at 
Cushman & Wakefield. “Developers 
are responding to both current and 
anticipated demand.”

Speculative construction is a sign of 
a healthy market and is indicative of 

overall optimism from the develop-
ment community. 

“Spec activity doesn’t happen until 
people believe they can build a spec 
building, find a customer and charge 
a rental rate would be a sufficient rate 
of return,” says Larry Callahan, CEO 
of Pattillo Industrial Real Estate, an 
industrial developer based in Atlanta.

“The stronger the market gets, the 
more speculative space you’ll see de-
veloped,” adds Mitchell.

The Southeast doesn’t have a tidal 
wave of spec construction but there is 
a groundswell of developers actively 
buying land and some are breaking 
ground, especially in markets along 
I-85 like Greenville, Charlotte and At-
lanta.

“Atlanta is an important market for 
us,” says Kittredge. “A lot of develop-
ers have come off the sidelines and 
will either be active or have started 
new projects. It’s a very important 
regional distribution market for the 
Southeast.”

Jewel of the South
Atlanta led the nation in net absorp-

tion on a percentage basis in the third 
quarter. Leasing volume was up 32.3 
percent year-over-year, according to 
Cushman & Wakefield. King Industri-
al Realty Inc./CORFAC International 
reports that net absorption for the 
third quarter was the second-highest 
quarter ever recorded in Atlanta, with 
6.7 million square feet absorbed.

“Since Atlanta led the nation in ab-
sorption in the first half of 2014, there 
is a true lack of modern, best-in-class 
bulk industrial product right now in 
Atlanta. That’s why we’re seeing the 
next wave of spec construction,” says 
Wes Hardy, vice president of leasing 
and development at Duke Realty, an 
industrial development firm based in 
Indianapolis. “If you want to be in a 
certain submarket like near the air-
port, there may be no new available 
product so you have to build it.”

Because of the increased absorption, 
the vacancy rate is down to 14.1 per-
cent, the lowest vacancy rate recorded 
since the fourth quarter of 2000, ac-
cording to King/CORFAC.

“I’m surprised Atlanta is perform-
ing as well as it has because Atlanta 
has been doing well for the past sev-
eral years, so I was surprised we kept 
going as strong as we were going con-
sidering,” says Sim Doughtie, presi-
dent of King Industrial Realty/COR-
FAC International, an Atlanta-based 
commercial real estate services firm 
for the industrial market.

The increased absorption has lim-
ited the amount of available space for 
companies wanting to expand in the 
area. This, along with effective rental 
rate increases (up roughly 1.6 percent 
year-over-year, according to Reis), has 

created an environment supportive of 
new construction, both build-to-suit 
and speculative.

“Only 6 percent of what’s on the 
market now is ‘new’ space,” says 
Doughtie. “Developers are trying to 
get ahead of the curve because only 5 
or 6 percent is 32-foot clear heights or 
higher and e-commerce users need 36-
foot heights.”

In the I-85/Northeast Atlanta sub-
market, Ridgeline Property Group 
and Hillwood Investment Properties 
will jointly develop a speculative 1.1 
million-square-foot distribution cen-
ter in Braselton, Georgia. The Brasel-
ton Commerce Center will have the 
largest available block of Class A dis-
tribution space in the Southeast, ac-
cording to the developers.

“Large blocks of distribution space 
in this [I-85/Northeast Atlanta] corri-
dor are extremely scarce. In fact, there 
is currently no space of more than 
500,000 square feet available in this 
submarket,” said Chris Brown, senior 
vice president of Hillwood Invest-
ment Properties, in a prepared state-
ment.

In order to attract a high-end user, 
the developers are building the proj-
ect to feature 36-foot clear heights, 56-
foot wide bay spacing, concrete truck 
courts, ESFR fire suppression and a 
243-space parking section for trailers. 
The project is expected to be delivered 
in the second quarter of 2015.

IDI Gazeley is also busy in the At-
lanta area developing more than 1 
million of square feet of speculative 
industrial space. The properties in 
the pipeline include Hamilton Mill 
Business Center Building C in Gwin-
nett County and Jefferson Distribu-
tion Center Building B in Jefferson 
County. IDI Gazeley plans to deliver 
the 196,000-square-foot Hamilton Mill 
property in the first quarter of 2015. 
The 840,000-square-foot Jefferson Dis-
tribution Center facility is slated for a 
second quarter 2015 delivery.

“Rental rates have grown enough 
in these submarkets to warrant new 
construction. Rents are back to where 

they were before the recession. Land 
prices are consistent with where they 
were before the recession. Cap rates 
are at or below where they were, and 
therefore it justifies development, in 
some cases,” says Mitchell of IDI Ga-
zeley.

In addition to these two spec proj-
ects, the company has also announced 
a 285,600-square-foot project in At-
lanta on Riverside Parkway. The com-
pany has pre-leased 245,500 square 
feet of it and has proposals out for the 
remaining available space.

Another announced specula-
tive project in the Atlanta area is a 
604,932-square-foot property in the 
I-20 West submarket known as Sky-
line/20 West. The industrial build-
ing will feature 36-foot clear heights, 
cross-dock loading, concrete truck 
courts, 171 trailer parks and 287 auto 
parks. Atlanta-based Oakmont Indus-
trial Group, along with The Carlyle 
Group, has begun developing the as-
set and will deliver it in the summer 
of next year.

Regions Bank is providing construc-
tion financing on the project. Most in-
dustrial developers are financing their 
projects with internally generated eq-
uity, which is helping facilitate specu-
lative construction.

Reflecting the national trend, a ma-
jority of the industrial construction in 
Atlanta is built on a speculative ba-
sis. According to King/CORFAC, the 
third quarter’s construction was com-
prised of 61 percent spec. In the last 
four quarters, spec construction made 
up only 37 percent of the delivered in-
dustrial product, so the trend for the 
foreseeable future in Atlanta is lean-
ing toward speculative.

There are still some high-profile 
build-to-suit projects in the Atlanta 
market, however. Weeks-Robinson, a 
private industrial development firm 
based in Dallas, is underway on a 1.5 
million-square-foot distribution cen-
ter for Kroger in the Fort Gillem area 
in Forest Park, Georgia, located south 
of Atlanta in Clayton County.

Additionally, Duke Realty is  

Upon completion, the speculative Braselton Commerce Center in metro Atlanta will 
have the largest block of available Class A distribution space in the Southeast.
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developing a 402,500-square-foot re-
gional distribution center for H.H. 
Gregg in Ellenwood, Georgia, a South 
Atlanta industrial submarket. The 
company is also expanding a Dick’s 
Sporting Goods facility from 600,000 
square feet to 900,000 square feet.

Even though construction activity 
is starting to blossom, Atlanta has a 
ways to go to be on pace with some of 
its peer markets like Dallas and North-
ern New Jersey.

“We’re in the early stages of waking 
up because we’re not even performing 
as well as the overall economy in the 
U.S. It’s closer to 2 percent in Dallas, 
and a lot of it (80 percent) is spec,” says 
Callahan of Pattillo.

“Rent growth is getting closer to 
warranting new construction,” adds 
Forrest Robinson, CEO of Weeks-Rob-
inson. “It will be a while before we’re 
back to the type of spec construction 
we had in the days before the down-
turn.

Going to Carolinas
Traveling up I-85 North, the Green-

ville/Spartanburg market in South 
Carolina has more than 1.5 million 
square feet of industrial space under 
construction. Developers are breaking 
ground in the area to address the lack 
of available supply — the vacancy rate 
for the third quarter of 2014 was un-

changed from the previous quarter at 
7.3 percent, the market’s record low, 
according to CBRE.

The Greenville/Spartanburg market 
is home to giants in the automotive 
industry, such as BMW and Michelin. 
Developers like Pattillo have made 
their way to Greenville/Spartanburg 
to capitalize on the automotive indus-
try and the active inland port in Greer, 
South Carolina, which is served by 
Norfolk Southern’s main rail line.

“The presence of the inland port is 
a very good indication of the invest-
ment in the infrastructure of the fu-
ture,” says Pattillo’s Callahan. “Inland 
ports bring together water transporta-
tion, rail and truck, and that one hap-
pens to be about 1,000 yards from the 
airport. It’s a very good location and 
it will help them out as a logistics lo-
cation. We looked at that Greenville/
Spartanburg area as a ripe market — 
it had relatively little vacancy, strong 
fundamentals, a diversified group of 
companies operating and no spec proj-
ects in the market.”

Pattillo broke ground last month on 
a 205,000-square-foot speculative in-
dustrial facility, located on a 40-acre 
site at 141 Southchase Blvd. in Foun-
tain Inn, roughly 20 miles southeast of 
Greenville. The Class A asset will be 
located in SouthChase Industrial Park 
and will be expandable up to 330,000 

square feet. 
The new building will feature 30-

foot clear heights, a 180-foot truck 
court, 45 dock positions, T5 lighting 
and an ESFR sprinkler system. Pattillo 
expects to deliver the facility in mid-
2015.

This is the company’s second specu-
lative project in the area, according to 
Callahan. “Early this year, we started 
a spec project up there and before we 
got the foundation in, it effectively 
turned into a build-to-suit,” says Cal-
lahan.

In addition to the spec project in 
Fountain Inn, Exeter Property Group 
has broken ground on the largest 
speculative building in the market 
since Johnson Development’s proj-
ect at Fairforest Business Center in 
2006. The 500,000-square-foot devel-
opment will be built in phases, with 
Exeter under construction on the first 
304,000-square-foot phase.

Also, Liberty Property Trust is 
developing a partially pre-leased, 
156,000-square-foot building, as well 
as a 156,000-square-foot build-to-suit 
facility for Bosch Securities. Other 
build-to-suits in the area include facili-
ties for Kenco, Morrissette Paper and 
FedEx. 

Further up I-85 in Charlotte, Prolo-
gis has a 205,081-square-foot specula-
tive project in the works at West Pointe 

Business Center near the interchange 
of I-85 and I-485. 

“This is the last building in the 
park,” says Kittredge of Prologis. “It’s 
got great visibility to the highway. 
We’ll deliver that project in mid-2015 
and we’re hoping to have significant 
pre-leasing activity on that project.”

Including the Prologis project, nearly 
2 million square feet of spec industrial 
construction is in the pipeline in the 
greater Charlotte area. Some of these 
projects include Trinity Capital Advi-
sors building a 277,253-square-foot 
property at 215 International Drive. 

Additionally, Charlotte-based Bea-
con Partners plans to break ground on 
Riverwalk Commerce Center, a specu-
lative industrial building within Riv-
erwalk Business Park in Rock Hill, a 
suburb of Charlotte. Riverwalk Com-
merce Center will span 277,290 square 
feet and feature 32-foot clear heights, a 
185-foot truck court with trailer park-
ing and an ESFR sprinkler system. 
Beacon plans to break ground in mid-
September and complete the project in 
the first quarter of 2015.

“The word ‘spec’ wasn’t in any-
one’s vocabulary from 2008 to 2012,” 
remarks Shamburger of Lincoln 
Property Co. Southeast. “Now we’ve 
got groups that are scratching hard 
to get buildings up and out of the 
ground.” n 


