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ECONOMY BEAT ON THE STREET 
 
“As evidenced by the large lease transactions 
completed in 2009 and the number of active 
users with significant space requirements, 
Atlanta’s industrial market remains well-
positioned to benefit from the coming 
economic recovery.”  
– James Phillpott, Associate Director 
 

The Manhattan office market continued to tighten during the first half of 2007, extending 
strengths exhibited during the second half of 2006. Steady employment growth contributed 
to positive absorption of available space and rapidly escalating asking rents. 

The New York City economy expanded at a healthy pace during the first six months of the 
year, led by strong gains in office-using employment. Data available through the end of May 
show that the City has added nearly 16,800 jobs in industries that are key to the commercial 
office market, with financial services and professional business services adding 7,400 and 
5,500 jobs, respectively. This resulted in increased demand for office space in a market that 
was already the tightest it had been since the first quarter of 2001. 

The year began with 26.1 million square feet available throughout Manhattan. By the end of 
June, available space had fallen precipitously to 20.8, a decline of 20.5%.  This diminishing 
availability of space has been the story of the market; April 2007 was the only month in the 
past year that did not record a month-to-month decline of at least 122,000 square feet.  As 
a result, Manhattan’s overall vacancy rate has tumbled to a six-year low, closing the mid-
year at 5.3%.  

OVERVIEW 
In this environment, it is no surprise that asking rates have skyrocketed. Up 36.2% from a 
year ago, Manhattan’s overall total average asking rent closed the first half of 2007 at 
another record-high: $59.17 per square foot. Thus far this year, rents have increased by an 
average of $1.44  each month since January, breaking the old record set back during the 
second and third quarters of 2000. The rapid pace of rental rate growth has extended 
throughout Manhattan. In every submarket but one, overall rents have registered double-
digit percentage increases from a year ago. Chelsea, up 4.2%, was the only exception. 

On a cautionary note, however, leasing activity throughout Manhattan was slower during 
the first two quarters, partially attributable to both significantly higher rents and lack of 
available space. With 11.8 leased year-to-date, 2007 activity trails last year’s total through 
June by 5.4%, with Midtown trailing by nearly 20.0%. This suggests that tenants are 
possibly beginning to search for lower-priced space in response to landlords hiking up rents 
throughout market inventory. 

OUTLOOK 
This year’s leasing has been dominated by Manhattan’s leading industries. Financial services 
firms (36.4%) and legal services firms (11.7%) accounted for nearly one of every two square 
feet leased from January through June. In April, Lehman Brothers Holdings, Inc. signed 
Manhattan’s largest new lease in 2007, a 414,575-sf sublease at 1271 Avenue of the Americas. 
The frequency of transactions with taking rents starting at or above $125.00 continued to 
climb: 18 such transactions year-to-date versus 21 signed in the four previous years combined. 

 
 
 
 

 
 
 

 

ECONOMY 
An estimated 3.5% annualized gain in GDP during the third quarter signaled an end to 
the most recent recession, as the U.S. began a gradual and tenuous recovery.  Due in 
large part to government stimulus, financial markets stabilized, residential construction 
expanded and consumer and government spending stabilized.  The ISM’s Purchasing 
Managers’ Index rose in December, remaining above 50 for the fifth straight month to 
indicate expansion in that sector, while consumer confidence grew for the second 
straight month. 

Job losses continued nationally, though the pace of those losses slowed slightly.  
Plagued by an unemployment rate that exceeded the national average, a slumping 
financial industry and troubled commercial real estate market, Atlanta’s economy 
continued to lag the national economy.  Georgia’s manufacturing index expanded in 
November, though at a slower pace than the national index. 

OVERVIEW 
Industrial space users sought operational cost savings through consolidation in 2009, 
as limited consumer spending continued to inhibit growth and cutbacks continued in 
the construction and manufacturing sectors.  Leasing activity decreased nearly 25.0% 
to 11.6 million square feet (msf).  The industrial market reported negative overall 
absorption for the first time since 2002, as net occupancy losses in Northeast Atlanta 
and I-20 West/Fulton Industrial contributed to 2.8 msf of negative overall absorption.  

The impact of these losses on vacancy was mitigated by a relative lack of development 
activity during the year.  Developers completed just less than 2.0 msf this year after 
completing, on average, roughly 9.0 msf over the previous five years.  1.6 msf were 
completed in build-to-suit projects, with Whirlpool consolidating its Atlanta 
operations into two buildings totaling 1.5 msf during third quarter.  At year-end, 
642,233 square feet (sf) were under construction in two build-to-suit projects.  

Overall vacancy increased 1.5% in 2009, to 10.6%.  Though representing the highest 
vacancy rate since 2005, this is still well below the peak vacancy rates reported between 
2002 and 2004 that were in excess of 14.0%.  Direct asking rents remained virtually 
unchanged at an average of $3.93 per square foot (psf). 

Bid-ask spreads and instability in the credit markets limited widespread investment 
activity in 2009.  Atlanta reported nearly 3.9 msf of investment sales, the vast majority 
of which traded as part of ProLogis’ 33.0-msf nationwide industrial offering.  User 
sales totaled nearly 1.7 msf. 

FORECAST 
Continued expansion in the industrial indices will result in increased leasing activity in 
2010, especially among distribution facilities attracting headquarters relocation activity. 
Speculative development will be limited, as developers remain focused on build-to-suit 
projects.  Though overall investment sales levels may decrease from 2009, individual 
sales transaction should increase particularly among long-term net-leased properties.  

ECONOMIC INDICATORS 
National 2008 2009F 2010F 
GDP Growth  0.4% -2.5% 2.3% 

CPI Growth 3.8% -0.4% 1.7% 
Regional    
Unemployment 7.9% 10.4% 10.7% 

Employment 
Growth  

-3.4% -5.0% -0.7% 

Source: Moody’s | Economy.com 

MARKET FORECAST 
LEASING ACTIVITY will continue to 
rebound in 2010 as consumer spending 
expands to drive demand for new goods. 

 

OVERALL ABSORPTION will stabilize in 
2010, as companies refine their supply 
chains to prepare for renewed growth. 

 

CONSTRUCTION will remain constricted 
due to limited available capital and strict 
underwriting standards, though rising 
demand may spur increased build-to-suit 
activity in 2010. 

 

 
OVERALL MARKET TRENDS 
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NORTHEAST ATLANTA  

SF UNDER CONSTRUCTION vs. COMPLETIONS 
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• After reporting 13.0 msf of construction completions 

between 2005 and 2008, development activity effectively 
halted.  Responding to stagnant demand, developers 
completed just 156,160 sf in 2009. 

• Northeast Atlanta reported 1.5 msf of negative overall 
absorption in 2009 to record its first year of negative 
absorption since 2002.  There was no speculative 
construction underway for the first time in five years, as a 
single build-to-suit project for ALDI totaling 482,223 square 
feet was under construction at year-end. 

 

OVERALL LEASING vs. SALES ACTIVITY 
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• More than 50% of this year’s net occupancy losses occurred 

when Spectrum Brands vacated 810,000 sf.  Leasing activity 
decreased by roughly 50.0% from 2008 levels, as 3.1 msf 
leased in 2009.  

• Nearly 2.6 msf were sold in 2009, 1.9 msf of which traded to 
investors.  Notably, Cobalt Capital partnered with USAA real 
estate to purchase 1.7 msf from Prologis.  

 
I-20 WEST/FULTON INDUSTRIAL 

OVERALL ABSORPTION 
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• After averaging roughly 2.3 msf of positive overall absorption 

during the previous five year, I-20 West/Fulton Industrial 
reported 1.1 msf of negative overall absorption in 2009.  
Contributing to these losses was Whirlpool’s relocation to its 
new facility in I-75 South during third quarter. 

• Significant vacancies were also created by Americold 
Logistics, M&W Distribution and Steelcase, as this market 
accounted for nearly 40.0% of the overall negative absorption 
reported in Atlanta in 2009.  With these losses, overall 
vacancy in the market increased 0.5% to 11.0% at year-end. 

 

SF UNDER CONSTRUCTION vs. COMPLETIONS 
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• A lack of speculative development during the year helped to 

diminish the impact of these losses on vacancy, as just 75,680 
sf completed on a build-to-suit basis.  Developers completed 
just 568,934 sf of speculative space since fourth quarter 2007. 

• Though 2.0 msf leased during the year, tepid overall demand 
and limited capital dissuaded new construction starts in 2009.  
At year-end, there was no new space under construction.
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I-75 SOUTH 

OVERALL ABSORPTION 
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• I-75 South accounted for nearly 80.0% of the construction 

completions in Atlanta in 2009, as developers completed two 
building totaling 1.5 msf for Whirlpool. 

• Whirlpool’s consolidation of its operations into this new 
facility contributed significantly to more than 2.0 msf of 
positive overall absorption.  Significant occupancy gains were 
also generated by Deere & Co., FedEx SmartPost, and Inline 
Plastics during the year. 

 

AVAILABLE SPACE TRENDS vs. LEASING ACTIVITY 
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• About 1.3 msf leased during the year, reflecting a decrease of 

roughly 25.0% from 2008.  Lease transactions closed in 2009 
averaged more than 200,000 sf in size, as six deals accounted 
for more than 90.0% of leasing activity in 2009. 

• As there were no speculative completions during the year, 
overall vacancy decreased slightly in 2009 to 17.8%.  Vacancy 
rates have not yet fully rebounded since peaking at nearly 
30.0% following 6.9 msf of speculative completions in 2006. 

 
AIRPORT/SOUTH ATLANTA 

OVERALL RENTAL vs. VACANCY RATES 
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• Whirlpool’s market consolidation impacted the Airport/ 

South Atlanta market significantly, accounting for 657,415 sf 
of nearly 1.0 msf of net occupancy lost in 2009.  This marked 
the second straight year of negative overall absorption in the 
market. 

• With these losses, overall vacancy increased to 10.4% as of 
year-end 2009.  Since third quarter 2007, overall vacancy 
increased 3.0%; although a lack of speculative construction 
kept rates well below peak levels reported in 204 and 2005. 

 

OVERALL LEASING vs. SALES ACTIVITY 
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• 1.9 msf leased in 2009, highlighted by Kraft Global Foods’ 

nearly 1.0-msf lease at Majestic Airport Center in the fourth 
quarter.  In the same industrial park, Dendreon signed a lease 
for a 160,000-sf build-to-suit facility.   

• Investment sales totaled 932,077 sf in 2009, the majority of 
which traded as part of the ProLogis portfolio offering.  
181,500 sf of user sales were reported in 2009.

 
 



For industry-leading intelligence to support your real estate 
and business decisions, go to Cushman & Wakefield’s 
Knowledge Center at 
www.cushmanwakefield.com/knowledge 
 
Cushman & Wakefield, Inc. 
55 Ivan Allen Jr. Blvd, Suite 700 
Atlanta, GA 30308 
(404) 875-1000 
 
Please consider your environmental responsibility before 
printing this report. 

 

      

*Market terms & definitions based on BOMA and NAIOP standards. 
 
This report contains information available to the public and has been relied 
upon by Cushman & Wakefield on the basis that it is accurate and 
complete. Cushman & Wakefield accepts no responsibility if this should 
prove not to be the case. No warranty or representation, express or implied, 
is made to the accuracy or completeness of the information contained 
herein, and same is submitted subject to errors, omissions, change of price, 
rental or other conditions, withdrawal without notice, and to any special 
listing conditions imposed by our principals. 

©2010 Cushman & Wakefield, Inc.  All rights reserved. 
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MARKET/SUBMARKET STATISTICS 

Overall YTD YTD YTD
No. of Vacancy Leasing Under Construction Overall

Market/Submarket Inventory Bldgs. Rate Activity Construction Completions Absorption HT MF OS W/D
Northwest Atlanta 43,448,054 878 10.1% 861,804 0 200,000 (761,430) $0.00 $0.00 $9.96 $4.73

Georgia 400 Corridor 22,632,664 477 6.6% 524,587 0 0 38,272 $11.40 $5.50 $10.21 $6.52

Northeast Atlanta 142,288,929 1,822 12.0% 3,133,197 482,223 156,160 (1,492,243) $12.10 $6.86 $7.92 $3.88

I-20 West/Fulton Industrial 77,315,708 789 11.0% 2,076,763 0 75,680 (1,104,863) N/A $0.00 $4.99 $3.06

Chattahoochee/CBD 37,456,059 784 2.3% 292,682 0 0 (306,778) $13.25 $11.57 $13.50 $3.38

Stone Mountain/Tucker 25,792,297 491 8.8% 425,505 0 0 (372,034) N/A $7.00 $5.63 $3.72

 Airport/South Atlanta 73,390,259 680 10.4% 1,895,352 160,000 0 (987,388) $0.00 $2.89 $9.60 $3.23

 I-85 South 25,288,351 187 14.0% 912,566 0 0 299,295 N/A $0.00 $0.00 $2.59

 I-75 South 30,561,601 169 17.8% 1,340,612 0 1,560,000 2,051,852 $0.00 $3.60 $0.00 $2.94

South Atlanta 129,240,211 1,036 12.8% 4,148,530 160,000 1,560,000 1,363,759 $0.00 $3.26 $9.60 $3.00
I-20 East/Snapfinger/Rockdale 24,206,789 354 8.2% 138,499 0 0 (234,249) $0.00 $2.85 $8.00 $3.58

TOTAL 502,380,711 6,631 10.6% 11,601,567 642,223 1,991,840 (2,869,566) $12.33 $3.71 $8.60 $3.52

By Property Type 2009 2008 2007 2006
High Technology 3,743,700 41 3.3% 76,154 0 34,000 (9,351) $12.33 $10.21 $5.28 $4.45
Manufacturing 34,361,916 186 4.8% 17,409 0 60,000 (111,057) $3.71 $3.39 $2.85 $2.60
Office Service 37,128,952 1,170 11.6% 698,641 0 0 (664,447) $8.60 $8.64 $8.27 $7.98
Warehouse/Distribution 427,146,143 5,234 11.0% 10,809,363 642,223 1,897,840 (2,084,711) $3.52 $3.58 $3.44 $3.46

TOTAL 502,380,711 6,631 10.6% 11,601,567 642,223 1,991,840 (2,869,566) $3.93 $3.99 $3.84 $3.80

Direct Wtd. Avg.
Net Rental Rate*

*Rental rates reflect $psf/year  
HT = High Tech    MF = Manufacturing    OS = Office Service    W/D = Warehouse/Distribution 

 
MARKET HIGHLIGHTS 

BUILDING SUBMARKET TENANT SQUARE  FEET PROPERTY TYPE

Majestic Airport Center III - Bldg 5 Airport/South Atlanta Kraft Global Foods, Inc. 969,150 Warehouse/Distribution
420 Lee Industrial I-20 West/Fulton Indus trial Phil lips-Van Heusen Corporation 561,600 Warehouse/Distribution
SouthCreek IV I-85 South The J.M. Smucker Company 556,800 Warehouse/Distribution
3100 Southpark  Blvd I-75 South BrandsMart USA 451,200 Warehouse/Distribution
Westridge Dis tribution Center I-75 South Deere & Co. 402,000 Warehouse/Distribution
6555 Fulton Industrial Blvd I-20 West/Fulton Indus trial Robert Bosch, LLC 375,000 Warehouse/Distribution

BUILDING SUBMARKET BUYER SQUARE  FEET PURCHASE PRICE
Shawnee Ridge Northeast Atlanta Cobalt Capital JV USAA Real Estate 1,700,745 $47,800,000
Tradeport Distribution Center Airport/South Atlanta Cobalt Capital JV USAA Real Estate 436,800 $9,200,000
International Airport Park Airport/South Atlanta Stockbridge Real Estate Partners JV 

Texas Teachers Retirement
410,424 $18,250,000

BUILDING SUBMARKET MAJOR TENANT SQUARE  FEET COMPLETION DATE

King Mill Commerce Center I-75 South Whirlpool Corporation 1,500,000 7/09
Highwoods River Point IV Northwest Atlanta Beverage House, Inc . 200,000 2/09

BUILDING SUBMARKET MAJOR TENANT SQUARE  FEET COMPLETION DATE

ALDI Distribution Center Northeast Atlanta ALDI 482,223                12/10

SIGNIFICANT PROJECTS UNDER CONSTRUCTION

SIGNIFICANT 2009 NEW LEASE TRANSACTIONS

SIGNIFICANT 2009 SALE TRANSACTIONS

SIGNIFICANT 2009 CONSTRUCTION COMPLETIONS
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