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government markets, announced plans 

in February 2018 to move its corporate 

headquarters to Westminster from 

San Francisco. Agilent Technologies, a 

pharmaceutical company, is building a 

$120 million drug-manufacturing facility in 

Weld County. Manufacturing employment 

increased 2.6% from February 2016 to 

February 2017.

Strong demand and a lack of quality 

available space have caused a 

development boom in Denver’s industrial 

market, with nearly 7.3 million square feet 

(msf ) currently under construction. The 

vacancy rate is up by 70 basis points from 

the previous quarter, at 4.9%. Denver’s low 

vacancy rate is prompting speculative 

development and strong preleasing in 

proposed/under construction buildings. 

Denver’s building boom continued to pay 

off  in the fi rst quarter with elevated levels 

of leasing activity brought on by additional 

options in the market. Leasing activity 

totaled over 2.5 msf in the fi rst quarter. 

Previously, leasing activity was low due to 

a lack of space for tenants to expand into. 

Average asking rates grew substantially 

in recent years but stabilized in the last 

12 months. Denver’s industrial inventory 

is growing at a fast pace and demand 

is projected to remain high throughout 

2018.  

Denver’s population has grown rapidly for 

many years, as people are drawn to the 

city for its employment opportunities and 

quality of life. Although Denver has a cen-

tralized location at the intersection of two 

Interstates, the area is more isolated than 

other major metropolitan statistical areas 

(MSA), leading to a predominantly local-

ly-driven industrial market, historically. The 

Denver MSA’s sustained population and 

employment expansions, coupled with 

e-commerce’s rise, changed market fun-

damentals in recent years, as goods dis-

tributors are increasingly attracted to the 

Denver market. Demand for large-scale 

fulfi llment centers has impacted Denver’s 

industrial leasing and construction activity 

in the past year. United Parcel Service (UPS) 

and Amazon are both investing heavily in 

distribution space in the region, announc-

ing plans in 2017.

Advanced manufacturing in the market is 

traditionally the purview of the aerospace 

industry, and Lockheed Martin announced 

expansion plans in 2017. In 2017, Colorado 

was ranked fi rst in the country for private-

sector aerospace concentration. However, 

other technology sectors are discovering 

that the region’s quality of life and low 

business costs facilitate relocations from 

the west coast. Maxar Technologies Ltd., 

a global provider of advanced space 

technology solutions for commercial and 

Market OverviewMarket Facts

61,614
Jobs added in the 

last 12 months 

ending in February, 

a 4.1% increase in 

employment. 

3.1% 
Unemployment 

in Denver, lower 

than the national 

unemployment 

rate of 4.4%.

7.3 
Million square feet 

of space now under 

construction, with 

58% preleased. 

4.9% 
The Denver industrial 

vacancy rate 

increased slightly 

but is still near

historic lows.
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Vacancy & Availability 
Construction is fi nally helping to alleviate 

the tight industrial market. Due to new 

deliveries, vacancy increased by 70 basis 

points to 4.9%. Vacancy plummeted in 

2014 due to high activity in the market and 

has remained low since. Manufacturing 

properties recorded the lowest vacancy 

in the fi rst quarter (3.6%), followed by 

warehouse and distribution properties 

(4.8%). Flex properties recorded the 

highest vacancy rate at 6.8%. The majority 

of construction activity is warehouse 

and distribution product. Space under 

construction is heavily preleased but 

still has available space, which will help 

to alleviate tightness in warehouse and 

distribution product. 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 

throughout 2018, as strong demand 

balances out continued development.

Asking Rates  
Average asking rates increased 

substantially in recent years due to the 

growing economy and continued demand. 

The strong appreciation in asking rates led 

to renewal issues for many current tenants, 

5.6%
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Historical Vacancy & Rent

and new businesses taking occupancy are 

trending to higher revenue sectors like 

bio-medical research, engineering and 

advanced manufacturing. Asking rates in 

the fi rst quarter only increased by $0.27 

per square foot (psf ) to $8.98 psf NNN. 

Asking rates are projected to grow at a 

slower pace, than in the years leading up 

to 2018.
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Absorption & Deliveries
Absorption & Demand 
Net absorption continued to be positive 

in fi rst quarter 2018, with 653,711 

sf absorbed. Leasing accelerated in 

the fi rst quarter, to 986,000 sf. Tenant 

deal activity in the past year was 

constrained due to a lack of available 

space. However, Denver’s construction 

boom has provided additional options 

for tenants, albeit higher rental rates 

for new product. Although at over 58% 

preleased, substantial development 

is required for the market to reach 

equilibrium.  
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Development 
Strong demand and a lack of available space 

continues to fuel a development boom in 

Denver’s industrial market. Nearly 7.3 msf 

is currently under construction with 58% 

preleased. 338,757 sf  of new construction 

delivered in fi rst quarter 2018. The new 

space is 43% leased. Development activity 

is expected to remain steady throughout 

2018, with several projects scheduled 

to break ground in coming months. 

Signifi cantly preleased new development 

indicates that the industrial market will 

remain tight in 2018.

Construction Timeline

1Q18 Building Deliveries

Gateway Park IV East – DCT 

Summit Distribution Center    
(169,029 sf) SW DIA/Pena Blvd. 

Potomac Technology Park 

– Olympic Metals   
(62,000 sf) Centennial. 

1400 W. 62nd Avenue 

– Trans Lease Inc.       
(38,098 sf) Northwest.
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A Real Capital Analytics search states the 

average cap rate for industrial properties 

in the Denver Metro area to be around 

8.0%. Cap rates have hovered around 8.0% 

since the fi rst quarter 2014. Institutional 

grade investments are trading in the high 

5.0% range. The average price per square 

foot has returned back to its highest levels 

over the past two years, matching the third 

quarter 2016 high of approximately $104 

per square foot (psf ). This quarter posted 

the highest sales by total millions of dollars 

in the last two years with over $400 million 

transacted. 

There were two industrial property 

sales in the fi rst quarter that are worth 

mentioning. Inverness Business Park, 

located at 14 Inverness Drive, is an eight-

property fl ex portfolio that was purchased 

by BKM Capital for $20,200,000 or $93.84 

psf. Seven of the buildings were over 80% 

leased and only one building was less than 

55% leased. The seller was Centennial-

based Global Pacifi c Properties Inc. The 

largest transaction of the quarter was 

made by New York-based Clarion Partners. 

It is reported the transaction consists of 

21 properties across four states totaling 

more than 3.75 msf. Costar reports the 

portfolio consisting of 16 properties, 14 

in Aurora, CO and two in Las Vegas, NV, 

totaling more than 2.6 msf with a price tag 

of $273,184,600 million or $103.72 psf. Of 

the 14 Aurora properties, 12 were 100% 

occupied with the other two were over 

66% occupied. 

Through the fi rst quarter, 58% of buyer 

types were institutional buyers, 40% were 

private buyers, and the remaining 2% were 

user/other buyer types, according to RCA. 
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  Amazon is building a 2.4-msf fulfillment 

center in the North submarket, that is 

being developed by the Tramwell Crow 

Company. Located in Thornton near 

Interstate 25 and 144th Avenue, it is 

expected to deliver in August 2018 and 

will add 1,500 new jobs.      

  Rocky Mountain Bottle Company 

signed a 227,500 sf lease at 16200 

Table Mountain Parkway in the West 

submarket. 

  Office Max signed a lease at 4501-4591 

Havana Street for 100,507 sf in the East 

I-70/270 submarket. 

  Building 15 of the Majestic Commerce 

Center in the East I-70/Montbello 

submarket will complete construction 

in 2018, adding 702,000 sf to the 

market. Majestic Commerce Center 

currently contains over 4 msf and is 

projected to total 12 msf at full build 

out.

  JLL Pioneer, Inc. signed the largest 

manufacturing lease, committing to 

17,688 sf at 14101 E. 33rd Place in the 

SW DIA/Pena Blvd submarket.

1Q2018 Activity
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The price of oil was $60.37/bbl 

in January 2018, increasing to 

$65.55/bbl in March.

Most economic sectors 

reported growth in the last 

12 months with Information 

(7.1%), Mining, Logging and 

Construction (6.8%), Leisure 

and Hospitality (4.2%) and 

Education and Health Services 

(3.5%) leading the way.

Median home prices are up by 

9.1% in the Denver MSA, from 

the previous year to $407,000.
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