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CIP Editoria

By Paula Widholm

i addiuon W woting sconoin
I[*h,m;__;m affecung the local imdustrial

marker, Chicago Industrial Properties’
vditonal advisory board members also
provided snapshots of some local submar-
kets. Following is a synopsis from the
roundtable held i
December.

discuission early

Luke County/Southeast Wisconsin

Lake County “is exploding,” said
todd Vezza, vice president, invest-
ments, Ce Point Properties. “Seven
years ago, that's where | went to find a
deal with a nice high cap rate and not
a lor of people circling around. But
now it's unbelievable, the rental rates,
the dme this stuff gers absorbed by;
¢ County is hot.”

Bridge Partners
Aptakisic Creek Corporate Park in
Buffalo Grove is the only project under
construction right now . in Southern
Lake County for new 30-ft. clear space,
according to Anthony Pricco, a princi-

f th

pal of the firm.

Developmicni
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In Lake County “the Bamers 1o eniry
are huge,” Pricco said. “Municipalities
are a little more difficult. The sites
have a littke more bair on them, and
there’s probably not utilities; but.if you
can get in and figure it out, there's
demand in that market,”

Pricco noted that the typical user in
Lake County is “a privately owned
company where the
Lake Forest and

live in
heir employees are
coming from 10 minutes west. [t rmay
not be the best place to be from a dis-
iribution model. But from a quality of
life viewpoint, this is where they want
10 be. There are not a lot of options.”

Vezza agreed. “You think of Lake
County as open space, bur for devel-
opable industrial space, it's slim pick-
ings up there.”

owners

Over the past five years, the amaunt
of institutional investors putting dol-

Spaoe gefs absorbed fast in the 1-88 Coridor Liberty Property Trust feased both ifs buildings a( iiberﬁ/ Buisiness Center 1 Aurora prior to completion.
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clear space Is figh.

fars into industrial prodact s Lake
County and Southeast Wisconsin has
skyrocketed. “When we did the
Wispark joimt venture [in Pleasam
Praivie, Wis. |, I thought ‘this is going to
take forever,” but it's turned our 1o be
one of our best joint ventures.”

1-88 Corridor

“The cimergence of 1-88 is souictinsyg
uhat always gets skipped over,” said
Daniel Leahy, SIOR. exceutive vice
presidenr, NAT Hiffiman. “It’s going to
be an intcresting year with the amount
of speculative construction we're sce-
ing there.”

He noted thar 1-88 is benefiting from

the infitl happening in central DuPage
County. “Because of growth and con-
solidation, companies in DuPage as
well as Yox Valley are looking for
options,” Leahy said. “If you have a
400,000-sq -ft. requirement within the
Carol Streamy, Glendale Heights mar-
ket, you're options are very limited,
especially for a newer, more efficient
building.”

“We're going o be surprised, and
wo've been surprised to see 188
absort and achieve higher rental rates
than we've scen in 1-55.7 Leahy contin-
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| Board wrans up submarket activity

Development Pariners' Apiakisic Creek Corporate Park in Buffalo Grove is the only new industrial constnuclion in southern Lake Counly where demand for new

wed. "W 've been able to achieve renal
rates that are 25 to 30 cents higher
than §-55.”

Lake County“ is
exploding...it’s
unbelievable, the
rental rates, the
time this stuff gets
absorbed by; Lake
County is hot”’

~Todd Yezza

Vive President, Investments,
CenterPoint Properties

e

Absorprion in along 1-88 has also
been at a quicker pace than [55,
according 1o Leahy. For example,
Liberty Property Trust leased its first
607,752-sq.-ft. building to Kaplan
Dearborn Logistics and Suncast. The

other  592,53%-5q -t building  was
sed to UTi/Panasonic. Both deals,
represeated by MNAL Hiffman, were
absorbed prior to completion

“That’s something that down in 1-55
we haven't seen,” Leahy noted. “IT'll be
interesting to see next year when there
are three buildings larger than 400,000
sq. ft. coming online to see how those
are absorbed, but its definitely a mar-
ket we want to keep an eye on.”
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139 Corridor

_Absocprion along 1-39 could be
some time out, according to Susan
Wehrenberg, vice president, Duke
Realty. “There needs to be some more
absorption in 1-80 between Mosris and
University Park,” she said. “It's just the
natural progression to continue to go
west. There are users that look at 1-39
as an alternative o being in the metro
icago aréa. You do get more aggoes-
sive incentive packages, less traffic,
and rail opportunities. There are a lot
of bencfits to it. In the next 12 to 36
months, it could become more and
maore-of reality.”

Cindy Bischof, SIOR, principal,
Darwin Realty & Development Corp
said she sees 1-39 as more of a build-to-
suit market. T don't see spec out
there, The challenge is that the deals
are all rail-driven. I think from a migra-
tion standpoint, it's a huge jump from
a labor standpoint. 1t's about an hour
away. It's a whole new labor hase. Tt's
going to be companies coming in from
outside of the area or consolidating or
a customer of the railroad clsewhere.
Unless someone is looking to get away
from a union or outside the Chicago
area, they won't go there.”

Vezza agreed that 1-39 is not a migra-
tory move. “It's one of these things
where companies are looking at where
the highways and rail are.”

For now, -39 offers domestic/cargo
rail. “One of the challenges of bringing
intermodal out there is that there is
capacity at: Global 1 and Global 11"
Leahy said, “Until Union. Pacific desig-

SUBMARKETS to page 17
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Spec construction is not commonplace for the 1-39 Corridor, except when its near 1-80. Kralt Foods look 806,400 sq. . there last year in ProLogis Park 80 Further norlti
and south along 1-39, regional distributors aecupy large build-to-suits

SUBMARKETS from page 12

aates ernational i one place ad
domestic in another place, you're
Boing (0 continue O see companics
have the choice where 1o bring goods
It's certainly a lot more efficient o dis-
wibuie to Chicago than o Rochelie.
Bor the amouni of turms you can get
for a distriburor 0 bring goods W

Northiake and w their DC versus

bringing it 1w Rochelle, it's a nu-brain-
er. They should be ar Giobal | or
Global 11 1t's 4 lot more efficient.”
Nonctheless, the 139 Corridor has
attracted  it's fair share of users
Michael Sullivan, Jr., President, Peak
Construction Corp., noted the many
retailers out there as well as big devel-
apers that have put spec near 1-80 and
-39, “When IDU went to. Rock Run,
everyone looked at them like “what are

you doing down there, then everyone
embraced” that vision and went out
there too,” he said. “Macy’s wenr into
Opus’ existing building in Morris.
|Kraft went into ProLogis’ Park 80,
and those buildings were already up.”

Howard Green, executive vice presi-
dent, Meridian Design Build LLC,
noted that for companies seeking 10
get product up o Wisconsin or
Minnesota, -39 makes sense. “ICs our

and away from Chicago,” he said.
“Clack Steel is out there with a H-yeéar
fease, and they're putting raw marerial
on the rail and shipping their studs
north as well as into Chicago and east.
It made a lot of sense for them.”

1-355 extension
Muny wonder what will be gonig up
atong the 1-355 extension, but most
agree that it won’t be big box industri-
al.

e -355 exwension is going o
vaer to corporate headquarters and a
smaller ype industrial user between
50,000 and 300,000 sq. ft.,” Leahy said
“Is nor going 10 be competitive from
4 leasing stundpoint. The limited land
sites mean there's going to have 1 be
a4 prentium charged 10 absorb the tand
prices and the cost w come our of the
ground there. Some of the parks thar
are being laid out there are going to be
catering to smaller users, similar 10 the
evolution of [-355 from the lasca mar-
ket all the way down. 1l be for com-
panies that want o have headguarters
that are convenient o 1-355 as well as
smaller distribution cemers.”

Verza said he envisions the 1335
extension #s place for smaller build-
ings similar to what's seen in the
Lombard and Addison area. “There has
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Poci & ot ol olbsise work amd Losis
and issues as tur as roads and access,”
fie said. i to be a time-con-
suning task to get that stuff out of the
ground because a lot has been grabbed
up for other uses.”

Also, the municipalitics dows there
want higher and better use, according
w Pricco. “There are a couple of sites
they've puositioned for industrial devel-
opment, but most of it's commerciul
retail, othice and muldifamily. There's
only 4 handful of sites that they’ll fet

s going

yout develop for industrial, and they're

expensive, and they don’t. want big
box.”

One reason the murmicipalities don't
want 1o be another big box communi-
1y may also be that “a lot of those peo-
ple had to deal with 1-35 rraffic conges-
tion and. secing trucks back up ar
Weber Road in the middie of the day
and they just don’t want that,” Sullivan
said.

Northwest Indiana/South Suburbs

At the end of 2006, the inventory tax
went away in Indiana, “which was the
gate that opened up Indiana,” Bischof
said. “Indianapolis was not much
affected by inventory taxes because the

TCR Development and Tobin Development are building this 574,249°5q.-1t. distribution center in Midpolnt USAIn Portage, Ind. Leasing activity should pick up in Northwest
sicklanz once 1.2 mitlion sg. 11 of industrial comes online there his year

pect to see any big box industrial along the new 1-35

tax was assessed i goods thar stay
within the state. 5o, when you had big,
box distribution down in Indianapolis,
a lor'of the goods were going outside
of the state, so people were not as
affecred.”

‘Aot of the south suburban devei-
wpers and a lot of the I-55 developers
want land positions in Indiana,”
Bischof said “There are some barrier:
to entry getting in and getting entided
tand. You've got to have i0-year tax
abatements o compete with some of
these Tils in University Park. Still, in
Hammond and Gary,  you've  got
Brownfield development and  buwild-
ings that exist on site and you don’t
have municipalities that are willing 10
tear a'lot of that ' down and you can’t
get the 10-year tax abatement to be
able ro support it. You've got Union
Bank of Switzerland, Lincoln National
Life, Holliday arc the three main play-
ers_in Northwest Indiana. Although
interest rates arc low, you've got a lot
of people that want to come over the
border. Land prices arc relatively inex-
pensive, but developers work so hard
to entitle land, they want to do build-
to-suits for lease, It's-a challenge
because there’s pent up demand to get
into the market, but most of the land
available is east of Portage or south of
Merriville, and” you can’t justify the

55 extension. This new leg of expressway will more fikely be home to office and retail with some small

pace ol absorption ur velocity by k-
ing down a picce of property there. So
I think there’s definitely interest by
developers and by users, but the devel-

“The inventory tax
went  away ...
which was the gate
that opened up
Indiana.’

=Cindy Bischof
STOR, principal, Darwin Realty
& Development Corp.

opers. are going to have to be a listle
more pioneering in terms of their land

positions and by distance away from’
the state line. There was about 2 mil-

fion sq, ft. that we leased or sold in
Northwest Indiana last year. It’s signif-
icantly down this year because we're
waiting for 1.2 million sq. fr. to come

o ne again, whach won € be available
until next year.”

“In the South suburbs, you're start
ing o see land positions in 1-394,"
Bischof continued. “I've seen a huge
amount of rail activity especially by
smaller users as low as 30,000 sq. .
with significant rail volume of four 1o
five cars a day.”

For example, DSC Logistics ook
111,550 sq. fr. within' the Calumet
Business Center in October and subse-
quently expanded’ that lease 1o
161,165 sq. fi. two months later. “They
necded 720 linear ft. of rail; and they
couldn’t get it elsewhere. In a perfect
world, I'm sure DSC would have loved
to have been in 32-ft. clear and 50-by-
50 bays, but the reality was that the rail
infrastructure that was in place was in
a building that was 18-ft. clear and 28-
by-48 bays. They had to make some
concessions based on the fact that the
rail infrastructure was in place. Tthink
there's a huge pent up demand for rail.
bur nor necessarily intermodal busi-
ness.”

“Hf you've atready gou rail and s s
an existing building, iU's a buge ameni-
ry,” Sullivan said. “If you want 1o get it
in your building, and ger someone’s
attention to give it to you; it’s next to
impossible. The  railroads are so
focused on mrermaodal that the linle
guy who wants to ger a new rail spur
can't get their interest.”,

For an overview of the 1-80 and I-55 sub-
market, see the cover story “Cholces
abound in 1-80.
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