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I-55 Corridor Submarket (Second Quarter 2010)

The following market analysis highlights the trends in vacancy and absorption affecting the I-55 Corridor submarket. These figures reflect second quarter 2010 activity. The I-55 Corridor is comprised of approximately 72 million square feet of industrial inventory greater than 10,000 square feet in building size. Cities in this market include: Bolingbrook, Lemont, Plainfield, Romeoville, Willowbrook, Woodridge and other nearby surrounding areas. The vacancy rate dropped down to 12.1 percent while average asking rates for warehouse and industrial distribution product dropped to $3.60 per square foot triple net. Several third party logistics (3PL) companies have recognized the value that comes from being located in the I-55 Corridor. With its close proximity to I-55 and I-355, as well its nearness to the city of Chicago, this region can reduce travel times and help streamline production for many manufacturing and distribution businesses. 3PLs locating themselves within the I-55 Corridor include: Sanyo Logistics Corporation, Ozburn-Hessey (OHL), Exel Inc, Jacobson Warehouse Company, Dynamic 3PL, ALG Direct and LeSaint Logistics.
The Metropolitan Chicago Industrial Market ended second quarter with a vacancy rate of 12.1 percent, a 10-basis-point decline from 2010-Q1.  Given the current economic recession, the Chicagoland industrial market has also been heavily impacted in all areas including sales, leasing and construction activity. Most activity having taken place this quarter included more 3PL lease deals in Bolingbrook. Dynamic 3PL leased over 228,000 square feet, while OHL leased over 180,000 square feet this quarter. Grubb & Ellis is tracking construction movements for the I-55 Corridor submarket and presently reports just one building under construction; a 53,000-square-foot facility on Woodcreek Drive in Bolingbrook.
One indicator of the general health of an industrial market is the vacancy rate. A high vacancy rate indicates an over-supplied market providing little financial incentive to develop additional space. Conversely, a low vacancy rate indicates an under-supplied market that could potentially absorb additional space. The chart below shows the average historical and current industrial vacancy rates for manufacturing, warehouse/distribution, general industrial and R&D/flex product types for all Chicago markets.
	Area
	2004
	2005
	2006
	2007


	2008
	2009
	2010

Q1
	2010

Q2

	I-55 Corridor
	18.6%
	15.6%
	13.4%
	12.1%
	14.0%
	14.9%
	14.8%
	12.1%

	Central Will
	14.3%
	17.4%
	18.2%
	18.2%
	27.4%
	24.5%
	23.7%
	22.6%

	South Cook
	7.0%
	10.5%
	10.3%
	10.8%
	11.3%
	13.1%
	13.2%
	13.1%

	Metropolitan Chicago
	9.4%
	8.7%
	8.2%
	8.6%
	10.2%
	12.1%
	12.2%
	12.1%


The I-55 Corridor market continues to be a prime location with its ease of access to I-55 and I-355 highways. Tenants find this area quite appealing because of its proximity to the Intermodal Center in Elwood and O’Hare International Airport. Tenant concessions on some lease deals have included free rent ranging from 1 to 6 months of abatement. In some cases, free rent has exceeded 6 months, mainly depending on the length of the deal. Tenant improvement dollars are also being witnessed on deals. Tenants also have been negotiating “blend and extend” deals in recent quarters.

Below depicts the historical vacancy and asking rates for the entire Chicagoland Metropolitan Industrial Market:
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Net Absorption

Net absorption is defined as the amount of total square footage of industrial space that has been leased and physically occupied over a particular time period. Second quarter net absorption totals for Metropolitan Chicago market showed negative absorption.
	Area
	Inventory
	2009 Q4
	2009

Year-to-Date
	2010

Q1
	2010

Q2
	2010

Year-to-date

	I-55 Corridor
	72,212,932
	(478,863)
	673,711
	(431,954)
	1,418,372
	1,101,418

	Central Will
	56,399,292
	345,285
	2,118,856
	75,700
	616,954
	692,654

	South Cook
	73,730,859
	(689,367)
	(543,306)
	(267,564)
	181,480
	(86,084)

	Metro Chicago
	1,030,652,589
	(3,222,673)
	(7,535,952)
	(1,258,511)
	1,520,016
	365,915


I-55 Corridor Market Activity


Several large tenants moved into space this quarter resulting in a sizeable decline in vacancy and over a million square feet of positive absorption. Two sizeable move-ins took place in Romeoville; RTC moved into its 503,200 square feet at 801 N Schmidt Road while ALG Direct absorbed 500,000 square feet, taking occupancy of 1053 Schmidt Road. Dynamic 3PL moved into over 228,000 square feet of space at 265 Marquette Drive in Bolingbrook. The firm signed on for a 65 month lease of the former Dal-Tile sublease space. OHL moved into 183,500 square feet this quarter at 1150 115th Street in Bolingbrook. Jet Lithocolor Inc (Jet) completed a lease for 94,118 square feet at 605 Territorial Drive in Bolingbrook. Jet is relocating to 605 Territorial Drive in order to satisfy a need for increased space and to attain the ability to have full temperature control over its space. Jet Lithocolor is a provider of graphic communication and marketing solutions that enhance brand and revenue growth strategies. Jet engineers, manufactures and delivers end-to-end solutions for gift, loyalty, membership, insurance and other card programs.

Windy City Baldor, a distributor of electric motors, leased 76,700 square feet at 340 Remington Blvd in Bolingbrook. The company signed a five-year lease and will be leaving its current space at 4 Sammons Court where they had been occupying 70,000 square feet. 97,000 square feet remain available at 340 Remington, owned by TA Associates Realty. Renewal deals remain active as well. Product Development renewed 57,000 square feet for a 3 year term at a contract rate of $2.45 NET per square foot. The company is located at 400 W Crossroads Parkway in Bolingbrook.

Chicago industrial properties for sale in the 20,000-60,000-square-foot size continue to be in demand in the I-55 corridor, as small to medium size firms look to grow and invest in industrial real estate. The largest obstacle for these companies is the ability to secure financing, and this has lead to many deals falling apart. Combined with an increase in industrial properties for sale in the I-55 corridor, asking prices are starting to decline. For those buyers who can put up a significant amount of equity and have a strong relationship with their banker to secure financing quickly, there will be some great opportunities. Duke Realty Corporation is to pay $298.2 million to buy out its partner in a joint venture that owns 106 industrial properties nationwide, including six suburban Chicago buildings that total almost 2 million square feet. Duke reportedly would buy the 50% stake owned by a partnership of J. P. Morgan Chase & Co. and the General Motors Corp. pension fund. The local properties are 640 Center Ave. (188,030 square feet) and 370 Kimberly Drive (304,624) in Carol Stream; 2 Gateway Court (289,920) and 375 W. South Frontage Road (187,000) in Bolingbrook, and 801 N. Schmidt Road (503,200) and 1255 N. Schmidt Road (460,800) in Romeoville. The buyout will be financed in part by a stock offering of at least 23 million shares, priced at $11.75. 

Significant Lease Transactions
	Tenant
	Address
	City
	Transaction

Type
	Lease Term

(months)
	Sq Ft
	Contract
Rate

	ALG Direct
	1053 Schmidt
	Romeoville
	Direct Lease
	131
	499,200
	$2.50 NET

	Jet Lithocolor Inc
	605 Territorial Dr
	Bolingbrook
	Direct Lease
	120
	94,118
	$3.45 NNN

	Dwyer Products
	1000 Davey Rd
	Woodridge
	Direct Lease
	123
	79,100
	$4.95 NNN

	Windy City Baldor
	340 Remington Blvd
	Bolingbrook
	Direct Lease
	60
	76,700
	$    N/A

	Reusable Container Co
	400 W Crossroads
	Bolingbrook
	Lease Extension
	60
	64,100
	$2.90 NNN





























