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Denver

Quick Stats

Market Overview

30,575

Net employment increase in the
last 12 months ending in August,
a 2.0% increase in employment.

3.3%

Unemployment in Denver,
lower than the national
unemployment rate of 3.9%.

7.9

Million square feet of space now
under construction, with 58%
preleased.

5.1%

The Denver industrial vacancy
rate decreased slightly and
is still near historic lows.
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Advanced manufacturing in the market is
traditionally the purview of the aerospace
industry, and Lockheed Martin Space is
expanding its facilities in the metro area,
securing a $7.2 billion satellite contract
in September. United Launch Alliance is
developing its next generation of rockets in
Centennial, CO. Pilatus Business Aircraft Ltd.’s
aircraft completion facility in Broomﬁeld, CO
delivered its ﬁrst aircraft in late July. Colorado
is ranked ﬁrst in the country for private
sector aerospace concentration, and defense
contractors also make up a signiﬁcant
portion of the advanced manufacturing
sector. Manufacturing employment
increased 2.7% from August 2017 to August
2018. However, other technology businesses
are discovering that the region’s quality
of life and low business costs facilitate
relocations. Swisslog Healthcare opened
its 80,000- sf development, manufacturing,
training and education facility in August.
Boulder Botanical and Bioscience Labs
moved its headquarters to the former
General Electric manufacturing facility in
Golden. The new lease agreement includes
an intent to purchase provision for the
26,180-sf building.
1

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
centralized location at the intersection of
two interstates, the area is more isolated
than other major metropolitan statistical
areas (MSA), leading to a predominantly
locally-driven warehouse market, historically.
The Denver MSA’s sustained population
and employment expansions, coupled
with e-commerce’s rise, changed market
fundamentals in recent years, as goods
distributors are increasingly attracted to
the Denver market. Demand for large-scale
fulﬁllment centers has impacted Denver’s
industrial leasing and construction activity
in the past year. Amazon’s second fulﬁllment
and warehouse center will be completed
before the end of 2018 and will be one of
the largest buildings in Colorado, with 2.4
million square feet (msf ). The company
already occupies almost 1.6 msf of industrial
space.
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Vacancy & Availability
Slightly higher vacancy rates in second quarter were a relief
to tenants, however third quarter vacancy rate are down 20
basis points (bps). Demand in the market has been more than
suﬃcient to absorb the 2.9 msf delivered year-to-date. Vacancy
plummeted in 2014 due to high activity in the market and
has remained low since. Manufacturing properties recorded
the lowest vacancy in the third quarter (3.7%), followed by
warehouse and distribution properties (5.0%). Flex properties
recorded the highest vacancy rate at 6.6%. The majority of
construction activity is warehouse and distribution product.
Space under construction is less preleased than it was in the ﬁrst
half of 2018, which will help to alleviate tightness in warehouse

and distribution product. A limited amount of manufacturing
space 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.
Many advanced manufacturers, like Ball Aerospace are instead
choosing to build their own facilities. Overall vacancy is expected
to remain relatively stable throughout 2018, as strong demand
balances out continued development.

Asking Rates

Absorption & Demand

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, and new businesses taking occupancy are
trending to higher revenue sectors like bio-medical research,
engineering and advanced manufacturing. However, the pace of
growth has slowed drastically, and the market appears to be at its
upper rent limit. Asking rates in the third quarter remained ﬂat, at
$9.26 per square foot. Going forward, rents will grow slowly, if at
all, through the end of the current development cycle.

Net absorption continued to be positive in third quarter 2018,
with 1,255,496 sf absorbed. Leasing remained high in the third
quarter, at 1.8 msf. 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. Preleasing increased to
58%, and substantial development is required for the market to
reach equilibrium.

Historical Vacancy & Rent
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Absorption & Deliveries

3Q18 Building Deliveries
Development
Strong demand continues to fuel speculative development
in Denver’s industrial market. Over 7.9 msf is currently under
construction and 2.9 msf of new construction delivered through
the through the third quarter of 2018. The new space is 31%
leased. Development activity actually increased in the third
quarter, with several projects breaking ground. Construction
ﬁnancing is still ﬂowing into the market, despite rising
development costs. Signiﬁcantly preleased new projects indicate
that the industrial market will remain tight in 2018.

Eastpark 70
19700 East 32nd Avenue
(245,847 sf) SW DIA/Pena Blvd.
Park 12 Hundred Tech Center
11751 Huron Street
(172,200 sf) North Denver
Louisville Corporate
Campus at CTC
700 Tech Court
(136,610 sf) Boulder

Construction Pipeline
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Capital Markets
A Real Capital Analytics search states the average cap rate
for industrial properties in the Denver Metro area remains
just above 6.0%. Cap rates have remained ﬂat over the
past year as the industrial market remains incredibly tight.
The average price per square foot continues to increase
slightly, approaching $110 per square foot (psf ). Sales
by total millions of dollars increased approximately $200
million from last quarter, increasing towards $450 million
transacted. There were only a couple high-dollar value
transactions that occurred during third quarter. The largest
was the four building campus at 3200 Walnut Street in
Boulder. Tritower Financial Group acquired the property
from Miomed Realty for $52.3 million or $375.68 per square
foot. The buyer is an investment manager from Boston.
AT&T sold their call center at 2535 E. 40th Ave to private
buyers Tom and Brooke Gordon for $19 million or $80.64
per square foot. This is a 14 acre campus that has plans to
be redeveloped to have multiple tenants. According to
Costar, both buildings were 100% occupied at time of sale.
It is projected that Denver’s industrial market continues to
progress through the ﬁnal stages of the hypersupply phase
of the real estate cycle.



Amazon is building a 2.4-msf fulfillment center in the North
submarket, that is being developed by the Trammell Crow
Company. Located in Thornton near Interstate 25 and 144th
Avenue, it is expected to deliver before the end of 2018 and
will add 1,500 new jobs.



Paragon 28 signed a 105,651-sf lease at 14445 Grasslands
Drive in the Centennial submarket, the largest industrial/
manufacturing lease in the third quarter.



Four buildings delivered in the Park 12 Hundred Tech Center
in the third quarter, totaling 325,470 sf, with minimal leasing.



In October, FedEx will occupy a new 108,889 sf distribution
facility at 2035 Taylor Avenue in the Colorado Tech Center.



The largest flex lease was signed by Commencall USA in July.
They will occupy 12,050 sf at 150 Capital Drive in October.

Trends to Watch
The price of oil was $60.37/bbl
in January 2018, increasing to
$75.30/bbl in September.
Most economic sectors
reported growth in the last
12 months with Information
(9.0%), Leisure and Hospitality
(5.7%), Mining, Logging and
Construction (3.4%), and
Professional and Business
services (2.9%) leading the way.

Median single-family home
prices are up by 5.2% from the
previous year to $428,000.

For more information, please contact:
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