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Commentary from Cohen Asset Management
The supply/demand imbalance for industrial real estate continues to be led by the e‐commerce sector’s need
for industrial space. While e‐commerce remains a top industrial user, a new sector is gaining attention. With
online grocery sales projected to grow from $19 billion in 2017 to $100 billion by 2024, cold storage warehousing
is emerging as a new favored product for industrial investors seeking higher yields.

New Opportunities Are Emerging for Industrial Investors
By Patricia Kirk | March 08, 2019

A rendering of Hunt Southwest’s 300,000 SF cold storage warehouse at 8200 Will Rogers Blvd in Fort Worth, Texas’ first
such speculative development. (From Connect Media)

Cold storage might be the new frontier for industrial real estate investors as online grocery sales grow.
Over the last three years, nearly 1 billion sq. ft. of new warehouse space came on‐line, but demand for new
space continues to outpace supply, with absorption hitting a record 261 million sq. ft. in 2018, according to JLL’s
2019 Industrial Outlook.
With vacancy nationally dropping to a record low of 4.7 percent, real estate services firm Transwestern reported
that the average national asking rent, which has been on an upward trajectory for six years, ended the fourth
quarter at $6.29 per sq. ft. Of the 47 industrial markets Transwestern tracks, more than 90 percent experienced
year‐over‐year rent growth, and all but four markets posted positive net absorption for the year.
The supply‐demand imbalance, which has averaged 97.3 million sq. ft. annually for nine consecutive years, has
driven rents up by 20 percent since 2014, according to a CBRE report.
The gap between demand and supply is expected to continue through 2019 due to both increasing e‐commerce
sales and conservative lending practices by banks and other lenders that have constrained new construction,
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says Jack Fraker, vice chairman and managing director with the industrial and logistics group at CBRE Global. He
notes, however, that for every $1 billion of online sales, 1.5 million sq. ft. of distribution space is required.
As a result, investors continue to have a strong appetite for industrial properties. The sector showed the
strongest performance in investment sales volume in the first month of 2019, at $5 billion, according to research
firm Real Capital Analytics (RCA). The figure was still a 52 percent decrease year‐over‐year, but RCA researchers
note that the decline is misleading as the $4 billion of logistics facilities operator GLP by Chinese investors in
January 2018 skewed the year‐over‐year comparison.
Both domestic and global investors expanded their industrial portfolios in 2018, according to Fraker. Industrial
sales volume reached $92 billion last year, eclipsing the previous record‐setting year in 2017 by $20 billion, he
says. Top foreign investors in industrial properties include pension funds out of Singapore and Canada, which
are buying large assets and portfolios, and German investors, which have the ability to buy smaller, individual
assets.
Fraker notes that all types of investors favor urban infill markets, especially “last mile” assets near consumers,
but all markets near transportation and logistics hubs are being targeted. Separately, big institutional investors
are focused on industrial facilities of 1 million sq. ft. or larger with long‐term, creditworthy tenants, while other
investors prefer smaller, light industrial buildings.
“The most popular assets (big or small) are multi‐tenant buildings with near‐term rent rolls,” he says, noting
that leases negotiated 10 years ago have rental rates way below market. “Buyers will pay a low cap going in
because they can renew tenants at a much higher rent.”
Portfolio deals represented a disproportionate amount of overall volume in primary markets in 2018, surging
50 percent year‐over‐year from just 35.1 percent of activity in 2017, according to the JLL report, which notes
that secondary markets experienced a 22.6 percent bump in transaction volume.
As e‐commerce grows and evolves, new opportunities for industrial investors are emerging. Major grocers are
making aggressive moves into e‐commerce by acquiring or partnering with delivery platforms, which is heating
up the cold storage sector in particular, according to the JLL report.
For example, Kroger has partnered with U.K. online grocer Ocado for a high‐tech cold storage distribution
system. The partnership is in the process of identifying sites for at least 20 cold storage warehouses across the
U.S., allowing Kroger to extend its omni‐channel reach.
As more consumers turn to the convenience of online shopping, Fraker expects more grocers to reduce in‐store
shelf space and expand their cold storage warehouse space.

2
Cohen Asset Management ® | 1900 Avenue of the Stars Suite 320, Los Angeles, CA 90067 | 310-860-0598 | www.cohenasset.com

CAM's Industrial Corner
www.cohenasset.com
March 2019

According to the USDA, total U.S. cold storage inventory totals only about 180 million sq. ft., or 3.6 billion cubic
feet. Fraker predicts more speculative development in this area, as the online grocery sales are poised to grow
from $19 billion in 2017 to $100 billion by 2024, or 13 percent of overall grocery sales.
“Food is a specialty area, but people will always need to eat, making this type of space recession proof,” says
Dallas‐based Steve Rowland, senior vice president of industrial real estate with Transwestern, who heads
industrial sales. He says that for the first time, Dallas is seeing owners raise roofs on warehouses to give them
the clear height and greater functionality occupiers desire, noting that just recently the roof was raised on a
cold storage facility occupied by Kraft Foods.
While food storage is considered a specialty sub‐sector dominated by build‐to‐suit development for
owner/occupiers, Fraker suggests that overtime it may evolve into a special asset class. There are already a few
REITs focused on cold storage, and recently privately‐held Dallas Hunt Southwest Real Estate Development
dipped its toe into this market, breaking ground on a 300,000‐sq.‐ft. speculative, cold storage facility in Fort
Worth, Texas.
Source: National Real Estate Investor

Who We Are
Cohen Asset Management is a private real estate investment firm that is headquartered in Southern California
with a regional office in Northern New Jersey. With a primary focus being the industrial sector, Cohen Asset
Management has an established history as an active owner‐operator that is comprised of a team of seasoned
real estate professionals who create value for our investors by establishing mutually rewarding relationships
within the industrial real estate community in each of our Target Markets, particularly with tenants (our
customers), brokers, sellers and ultimately the buyers of our real estate when we monetize investments.
Disclaimer: This report is for informational purposes only and does not constitute or form part of any solicitation or offer to buy or sell any securities. While
we have made all reasonable efforts to provide correct information and based this report on information obtained which we believe to be reliable but have
not independently verified or otherwise investigated, and we cannot and do not warrant, represent or guarantee the accuracy or completeness of, any
opinion, forecasts, estimates, data, projections or information contained herein (collectively, the “Information”). To the extent the Information consists of
forecasts, estimates or projections of future events, it is by its nature subject to significant uncertainties, contingencies and assumptions, some or all of
which may not be realized, and therefore we make no representation or warranty of any kind, whether express or implied, with respect to the information.
To the maximum extent permitted by law, we disclaim any liability or responsibility whatsoever for or with respect to any direct or indirect or consequential
loss to any person caused by or arising from the use of or reliance on this report or any information, whether correct or incorrect. The information is not
intended to be a forecast of future events or a guarantee of future results or investment advice, and you should not rely on the Information or the accuracy
or completeness of any of the information in making any investment decision. The Information and underlying assumptions, estimates and projections on
which the Information is based are subject to change, and we further and expressly disclaim any obligation to update, modify or amend the Information,
or to otherwise notify any recipient thereof in the event any Information changes or subsequently becomes inaccurate, incomplete or misleading.
Whenever a chart in this report indicates that a third party is the source, please note that the source references the raw data received or used by such
third party. No recipient of this report and the Information should make any investment decision in reliance thereon, and further, and in any event, without
first consulting his or her own personal financial advisor and conducting his or her own research and due diligence. Use of “we” herein shall mean Cohen
Asset Management, Inc., any authors, editors and publishers of this report and any of their affiliates.
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