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I-55 Corridor Submarket (Fourth Quarter 2010)

The following market analysis highlights the trends in vacancy and absorption affecting the I-55 Corridor submarket. These figures reflect fourth 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 rose to 11.9 percent while average asking rates for warehouse and industrial distribution product in this submarket stood at $3.58 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 the year with a vacancy rate of 11.7 percent, a 20-basis-point decline from 2010-Q3.  Given the current economic recession, the Chicagoland industrial market has also been heavily impacted in all areas including sales, leasing and construction activity. Grubb & Ellis is tracking construction movements for the I-55 Corridor submarket and presently reports just one building undergoing an expansion. Dik Drug Company is expanding its operations by 32,000 square feet. The company currently occupies 78,082 square feet at 160 Tower Drive in Burr Ridge. The expansion will include five exterior dock, one drive-in door and 28-foot clear ceiling heights. The project is due to deliver first quarter of 2011.
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
	2010

Q3
	2010

Q4

	I-55 Corridor
	18.6%
	15.6%
	13.4%
	12.1%
	14.0%
	14.9%
	14.8%
	12.1%
	11.3%
	11.9%

	Central Will
	14.3%
	17.4%
	18.2%
	18.2%
	27.4%
	24.5%
	23.7%
	22.6%
	22%
	20.2%

	South Cook
	7.0%
	10.5%
	10.3%
	10.8%
	11.3%
	13.1%
	13.2%
	13.1%
	12.4%
	12.5%

	Metropolitan Chicago
	9.4%
	8.7%
	8.2%
	8.6%
	10.2%
	12.1%
	12.2%
	12.1%
	11.9%
	11.7%


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.
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Above: I-55 Corridor historical vacancy statistics
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. Fourth quarter net absorption totals for Metropolitan Chicago market showed positive absorption.
	Area
	Inventory
	2010
Q1
	2010

Q2
	2010

Q3
	2010

Q4
	2010

Year-to-date

	I-55 Corridor
	72,067,977
	(431,954)
	1,418,372
	633,866
	(435,579)
	1,299,705

	Central Will
	56,094,484
	75,700
	616,954
	527,602
	578,759
	1,799,015

	South Cook
	73,366,263
	(267,564)
	181,480
	212,108
	(74,331)
	91,395

	Metro Chicago
	1,029,656,692
	(1,258,511)
	1,520,016
	503,806
	2,623,273
	3,672,896


I-55 Corridor Market Activity
· 7725 S Quincy Street, a 51,000-square-foot building is currently under contract in the mid $40s. Romane LLC out of Elmhurst is the Buyer. They had made an offer on our Grubb listing at 144 Tower. Romane is a fragrance company that use to be in Bensenville and then they relocated to Elmhurst.
· Home Depot Inc. will be moving from its 470,000-square-foot Romeoville location to a new 657,000-square-foot facility in Joliet. The facility will be built in CenterPoint’s Intermodal Center-Joliet.

· Cohen Financial assisted Bristol Group, Inc. in securing a loan totaling $23 million in refinancing for a portfolio of “Class A” industrial properties located at Wood Hill Crossings Business Park. The five building portfolio is located in Woodridge. The multi-tenant warehouse & distribution facilities total 950,000 square feet and are 88 percent leased as of year-end 2010. The lender is Cornerstone Real Estate Advisers, LLC, an advisor to Mass Mutual.
· Tremont Realty Capital has arranged $8.6 million in financing for Crossroads Parkway, a 270,000-square-foot industrial building in Bolingbrook. The property was 56% occupied by one tenant at the time of closing. The 3-year loan provided for approximately 85 percent loan-to-cost. The borrower was a joint venture between Corum Real Estate and Equibase Capital Group.
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.
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

	Hub One Logistics, Ltd
	1257 N Schmidt
	Romeoville
	Lease Extension
	60
	336,000
	$3.75 NNN

	Vistar of Illinois
	115 E Crossroads
	Bolingbrook
	Direct Lease
	N/A
	174,300
	N/A

	ATI Fabricated Comp
	340 W Crossroads
	Bolingbrook
	Direct Lease
	120
	138,700
	$2.65 NNN

	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

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

	Federal Express
	310 E Crossroads
	Bolingbrook
	Sublease
	38
	53,000
	$7.78 FS/GRS





























