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space has become increasingly difficult 
to locate, resulting in tenants having to 
choose between premium new space and 
lower quality space.  Tenants in the market 
are experiencing sticker shock as their 
leases come up for renewal.  From the 
second quarter of 2015, average asking 
rates have increased by 9.5%.

Strong demand and a lack of quality 
available space have caused a 
development boom in Denver’s 
industrial market with over 2.8 million 
square feet (msf ) currently underway.  
Denver’s historically-low vacancy rate 
is prompting speculative development 
and an increasing amount of preleasing 
in proposed/under construction 
buildings.  Build-to-suit activity has also 
increased substantially with large projects 
by Medline Industries and American 
Tire Distributors currently underway.  
Development activity is expected to 
remain active in 2016 with a number of 
developments scheduled to break ground 
in coming months.

Due to a thriving economic environment, 
the Denver industrial market continued 
to expand in the past year and is well-
positioned for future growth.  Denver’s 
population has grown substantially in 
recent years, particularly from the in-
migration of millennials who are drawn 
to the employment opportunities and 
quality of life that Denver provides.    
Due to the city’s central location and 
superior logistical routes, the Denver 
market is largely driven by warehouse 
and distribution properties.  Online 
retail growth and Denver’s population 
boom will further boost warehouse and 
distribution properties in Denver in the 
coming years.  

The legalization of marijuana caused 
a sharp increase in activity in Denver 
industrial properties in 2014.  Vacancy 
plummeted and has since remained near 
historic-lows.  However, a substantial 
wave of new development delivered in 
the second quarter, slightly alleviating the 
tight market conditions.  Existing quality 
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42,800
Jobs added in the last 12 months ending 
in May, a 3.1% increase in employment.

3.3%
Unemployment in Denver, which is 
significantly lower than the national 

unemployment rate of 4.7%.



Absorption & Demand
The Denver industrial market recorded 
over 1.1 msf in absorption in the second 
quarter, totaling over 1.6 msf at the mid-
year point.  The strong absorption was 
mainly due to tenants taking occupancy 
of newly-delivered space.  Most notably, 
Amazon occupied its new building at 
19799 East 36th Avenue totaling 452,400 
sf.  The Denver industrial market is largely 
driven by warehouse and distribution 
properties.  These properties recorded 
the overwhelming majority of absorption 
in the second quarter, totaling 850,482 
sf.  Manufacturing properties recorded 
199,586 sf, followed by flex properties with 
absorption totaling 80,500 sf.  Leasing was 
incredibly active in the second quarter, with 
the industrial market recording over 4.2 msf 
in new deals.  At the mid-year point, leasing 
activity totals over 5.7 msf.  Leasing activity 
in the past year was constrained due to a 
lack of available space for tenants to expand 
into.  However, Denver’s construction boom 
has provided additional options for tenants, 
leading to an increase in leasing activity.

Vacancy & Availability
Denver’s construction boom delivered a 
significant amount of product to the market 
in the second quarter, alleviating the tight 
market and causing vacancy to increase 
by 40 basis points from the previous 
quarter to 4.3%.  Vacancy plummeted in 
2014 due to high activity in the market 
and has remained near historic-lows since.  
Manufacturing properties recorded the 
lowest vacancy in the second quarter (2.0%), 
followed by warehouse and distribution 
properties (4.0%).  Flex properties recorded 
the highest vacancy rate of 8.3%.  The 
majority of construction activity is occurring 
in warehouse and distribution properties.  
The remaining space under construction 
is heavily preleased but still has available 
space, which will help to further alleviate 
tightness in warehouse and distribution 
product as this space delivers.  A limited 
amount of manufacturing product is 
under construction, and therefore vacancy 
is expected to remain incredibly low in 
these properties.  Manufacturing tenants 

planning to expand within the market 
have few options.  Therefore, an uptick 
in manufacturing build-to-suit activity is 
projected going forward.  Overall vacancy 
is expected to remain relatively stable 
through the remainder of 2016 as continued 
development balances out strong demand.

Asking Rates
Denver industrial asking rates continue 
to rise.  Asking rate growth slowed in the 
second quarter compared with previous 
quarters, but will likely pick up later in the 
year due to continued demand and tight 
market conditions.  From the previous 
quarter, NNN asking rates increased by 
$0.05 per square foot (psf ) to $8.44 psf NNN.  
Manufacturing product is extremely tight in 
the Denver market, and asking rates for this 
product type continue to rise significantly, 
increasing by $0.38 psf from the previous 
quarter to $8.48 psf.  Year-over-year, overall 
asking rates have increased by 9.4%.  
Demand in the industrial market shows 
little sign of abating, and asking rates are 
expected to continue increasing in 2016.

Development
Strong demand and a lack of available 
space have caused a development boom 
in Denver’s industrial market.  A significant 
amount of product was delivered to the 
market in the second quarter, totaling over 
2.0 msf.  Although this space was heavily 
preleased, the new deliveries also had 
available space and helped to alleviate 
Denver’s incredibly tight market.  The new 
buildings were warehouse and distribution 
properties located primarily in the East I-70/
Montbello submarket.  Amazon preleased 
the entire 452,400-sf building at 19799 
East 36th Avenue, which delivered in the 
second quarter.  Amazon is expected to 
bring hundreds of jobs to the location.  
An additional 2.9 msf is currently under 
construction.  Development activity is 
expected to remain steady in 2016 with 
a number of developments scheduled 
to break ground in coming months.  
Significantly preleased new development 
indicates that the industrial market will 
remain tight through the remainder of 2016. 
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 � Amazon took occupancy of its 
452,400-sf building at 19799 
East 36th Avenue, located in the 
Majestic Commercenter.  The 
retail giant is expected to bring 
hundreds of jobs to the area.

 � Iron Mountain renewed its 
228,038-sf warehouse lease at 
Nome Street Industrial Center.

 � Philadelphia-based Power Home 
Remodeling preleased 23,658 sf 
of flex space at the INOVA flex 
industrial building, which broke 
ground in June.  The company 
plans to hire 100 Denver workers.

 � FedEx delivered its 216,000-sf 
build-to-suit in the Northwest 
submarket at W. 120th Avenue.

 � Precision Building Systems leased 
200,972 sf of distribution space 
at Lincoln Distribution Center in 
the Northwest submarket.

 � Construction continues 
on Enterprise Business 
Center Building 6.  Beverage 
Distributors preleased 503,000 
sf in the buildings, where it will 
consolidate operations.  The 
company currently occupies 
space in three different building 
in Aurora, but will move 600 
employees to the new location 
in early 2017.

Notable 2Q16 Deliveries
Majestic Commercenter Building 
29 Distribution (452,400 sf).  East 
I-70/Montbello

Crossroad Commerce Park 
 Warehouse (376,598 sf).  Northeast

Stapleton Business Center North 
 Warehouse (251,591 sf).  East I-70/
Montbello

Verve Innovation Park 
Distribution (210,125 sf).  Northwest

Trends to Watch2Q16 Activity

Construction Timeline

The price of oil averaged 
$45.59/bbl. in the 
second quarter, up 
from the first quarter’s 
average of $33.38/bbl.

All economic sectors 
reported growth in 
the last 12 months, 
with Mining, Logging 
& Construction (7.7%), 
Leisure & Hospitality 
(4.8%), Manufacturing 
(4.4%) and Financial 
Activities (3.1%) leading 
the way.

YTD residential building 
permits are up by 21.3% 
through May compared 
with last year.
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