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BUILDING BIG: At 616,542 sq. ft., this distribution cenber under
corstruction af Wattsn Commence Cenber Rediands i the inland Erepire'’s
first speculative industrial building 1o break ground since 2008

Empire Building in Southern California

Industnal demand has returned to the Inland Empire,
but only for the largest of spaces. By Matt Hudgins
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@ the thick concrete walls of

Watson Land Cols newest indus-

trial building in Wason Commence

Center Fedlands and streams through

the opecn space wnere Dwo-story glass
windows will span the entryway.

On track for completion this year,

the 616,542 sg. H. structure will be
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i model of EMETEY cificiency, built
o Carn a ||,-.'u;||,-rx'|'|i|'- in I:m,"l:'. and
Envirommental

fication, and is designed for the lanesa

Design (LEEDY) cerni-

high-valume distribution operations.
But the most distinguishing aspect
af the building is that Watson built iton
a speculative basis, In fset, it is the firs
spec building 10 break ground in the

MREl Aupust/ September 2011

Inlandd I:.|"|51:r¢ simce 2HAE, Fven 5o, the
|_‘||,-'.|,-|n|_'-:_-| is confident the Space will
land & tenamt soon after its completion
laner this year

*There really is a huge lack of sup-
ply for buildings: over 000000 sq. f1. in
the Inland Empire,” says Lance Ryan,
vice president of marketing and leasing
at Watson Land, *We expect that story
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PREMIUM PRICING: In March, Biby Land Co. paid $20.45 mallion. or a 677 cap rabe, bo acquire the
393000 5q. fi. Empire Busingss Center in Mira Loma. The conter was 1008 leased at the time of sale.

center i the Moreno Valley

Part trafhc also contrnibutes to the
grumrh af I.arg.:- distribuison  cenbers.
says Barback. The number of shipping
contaimers passing through the Los
Angeles and Long Beach ports fell after

ith the parts of Los Angeles
and Long Beach ushering
in the majority of finished

consumer goods imported to the United
States, it's not surprising that Asian
carmakers like Towota and Nissan have
distribution hubs in the market.

But distribution is ooly a part of
the autarmotive cluster that has formed
in the Inland Empire city of Ontario,
Calif., a submarket that is becoming a
nexns of education and assembly for the
sty

Toyota operales & SO0 sq. fl. pans
distribution center in Ontarsoe, which is
about 35 miles from Los Angeles. The
company picked the lomtion primarily
for port acoess, sinee most of #s inven-
tory is imporied via the Pacific Ooean,
acconding 10 Ed Huante, nationa] man-
ager of the company'’s Mornh American

130

00, bt had been rising simoe 2009,

Container traffic is measured in
Hi-fool eguivalent units (TELE) with
one TEL equal to one container that is
M feet lomg. After peaking at 8.2 mil-
lion TELs in 2006, imports through the

Part Center California.

In addithan bo part proxiity, Toyota
was drawn b Ontario’s acoes 1o m:iur
interstate highways, rail, and a large
i;nmm{rl;i.ﬂ.liqmrl.'\ﬁahmhmwm'ﬂ
al Naorth American supplicrs that are, or
were, located in Morthern or Southern
Californda.” says Huante.

*Clearly, Ontario made for a great
hecation to consalidate and warchouse
inventory from overseas and West
Coast, North Amenican suppliers” adids
Huante.

Last fall, Missan Morth America
opened s Ontarse Training Center at
935 A5 Millken Ave. The school trains
desadership technicians in Souathern
Califormia, Arieona, Mevada and pans
of Utah 1o service Nissan and Infiniti
producis.

And one of the latest automotive
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ports of Los Angeles and
| A Bexch fell to & million
IELs am 2N,

Vialume bounced back
up 1o 7.1 million TEUs
im 210 and 13 on track o
TELs
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reach 7.6 millien
in 2011
Ecomamics & Politics Inc., a
market rescarcher based in
Redlands, Calif.

Exports reached a record
.4 milbon TEWs in 2000
To handle |'I|I.'|E'I.'!.H.?||'|I|'IE'_
'.|-||,|||':'-. of :e;l:-\.u.h P.I'H."ai:l:!_
through the ports, a num-
ber of retail and logistics
companies have soughl b
establish  larger distribu-
tion centers, " The Inland
Emipire had what everyhosdy
wias looking for, and that is
large blocks of available space,” says
Burback.

As a result, overall vacancy fell
o J.0%

more tham 1 3% about 18 months ago,

in the second guarier from

according to Burback. Average monith-

developments in the region relates fo
Alanta-based Wheego Electric Cars,
which operates an enginesring cenber
and final asermbly plant in Ontario. Hi
Performance Electric Vehicles, a com-
pany that has aperated in Ontario for 20
vears, manages the center.

In  Degember 2000, Wheego
announced its plan 1o complete finad
assembly of the Wheego LiFe, an dectre
amtomaobile, at the Ontario ceniter,

“Omtario has a very pro-business
culture, which makes it easy o get
things done, and that's important fo es®
Wheege CEQ Mike McoQuary sad =
anvruncing the plan last year

“While California’s business climaese
i often challenging, Ontario has a8
excelbent bocal ealent pood, kow-cost oo
mercial real estate and preat logitse”
— Mati Hulging

wrarm, nregalieg fom




v rent for distribution space was alsout
1] cents per ) i at madyear o the
Inland Empiere, and he expects that

average renl 16 icrease over the next 12

reaniths Bo about 33 cenis.

Unegual demand

Many ot the Inland Empare’s industral

lords are druggling to attract and
refain temants, himeever. OF the roughly
S million & ft. of space developed in
thie market zsince the mid-1980s, only
about 200% falks wnder the highly --..|.||:'.'.'1:

after sixe of SO0UNNE) &, 1. or higher amd

5 fully agc ||'\li-'||. .|.'||.'\-'-\.Eil'|!.' o invesior
lazan Schirn

"'\.|'l.--\.-' in the super-sazed indusirial
sector has Inl'\l;.'.lli'. i-l'.|-|l_'\<:. ar sold fo
|.l|t5|_' PIII'\- ;.L' q.l.':l'lp.ll'l:l_"h. withi I|||_' PHECEE-
Ty |i-||_|:_“|:\. |75 ] |_|||u_' I:hlu-.l_' l_'ll_'.'ll'\-\._ LiVE
Sethare. s I & I_'\ll ||'|.Li'_'|.|| = | |‘IJ_FI_'I
Pacific Properigs

e Los Angeles-based commerncial
el ELale COIEIERIELY W -IIII\.I ETiSN] -
ages nearly 1000 propertbes natiomwide
with an AREFEEAlE VAl am EX08EE of §1
I'liLIIl!".I.

Anather 90 mallion sq. L of the
Inland Empires
between 250,000 and 500,000 sq. ft.,

estimates Schirn. The remaining inven-

bulddimgs measure

tory consests of hundreds of smaller
buildings.

This smaller stock makes up more
tharm halt of the market, and cafers
mastly o private companies and small
|'|;.|'|'\.|||_|':|:"-\,, that are Ikl:“'.'. bt delay
Hpelle l_'.l_'q.i'\-\.ill'l"-\. wundil r|'||_' X0 OETRY
il"ll,'\lrll'. [t

||:.|.I L '\.illl,:.l”:\. .|| of r;'ll_'
Inland Empire’s indusirial vacancy is
concentrated in these sraller proper-
ties, says Schirm. "Exclude those mas.
sive, fully occupied buildings from the
market, and the vacancy rate B in the
middle teens” he wyvs. "The only sep

menl that has really recovered B the

big-box industrial segment.”
Brokers say the rest of the market i

1 up with absorption, however.

to lease space in the Inland Empire,

sccording to Brian Bennett, 2 [l.l'i:'ll,'i e
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in the IPvime, Calif. office of commer-
cial real estate firm Mewmark Enight
Frami.

A temant that
space in Los Angeles five years ago was

leased distribution

probably paving 57 cents b G cents per
&]. It per month o6 a rple-net lease,
&1y Hennett.

£ in the

By moving 1o new Sp

T
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Inkamd Empire im 2011, that samse oom-

pary can expect to lease higher-guality,

et space for aboul 35 cents per .
. on & triple-net lease. (A tenam who
enters inlo a trple-nel lease pays 1he
st associabed with aperating and
maintaining the property in addition
b base rent. )

In Lot Angeles. where the mdus




INDUSTRIAL STRATEGIES

PORT ACTIVITY HEATS UP trial stock b5 growing obsolete and
Baoth imports and esports passing through the poets of Los Angekes and Long Beach are vacancy [s about 3%, a move w0 the
sheadily climbing after 2 recessionary dip in 2009, Exports are 8 a0 all-tbme high, Inland Empire may be the only option
fior a tenant that seeks to open a lange
10 danad i s e ... distribution center, savs Bennett.
I you're in the LA basin amnd
8 vou're 1500000 £q. M. or larger, the
'5 chance of you finding a good-quality
B facility is minirmal,” he says. “MNow i
B 6 you're 50000 to 100000 . ., you
E have tons of space to look ar”
= oa
- Investment outlook
The langsst and highest-quality induws-
2 triad properties in the Inland Empire
command premivm prices, say imes-
0 tors. In March, for example, Bixby
2006 2007 2008 2009 2010 2011e Land Co. paid 32945 milion to
1 acquire Empire Business Cenfer, a five-
- Imparts - Exports building, 395,000 5. fi. industrial park

in Mira Loma.

“We paid a 6% cap rate for it
Source: Econamics & Palitics Inc says Mike Severson, vice president of
irmestments at the private REIT bassd

"One 20 f. equivalent unit or TEL equals one 20 fi. shipping cotainer.

in Ievime, Calif “We think it's a great

. S piece af property, and it was 1009

Gﬂ‘b OUF Name 15 neiw. beased at the time.

-H'“.q,. Fixhy owns approcimately 1.4 mil-
%Whl}.mm de::lﬁu:ﬁud professionaly Management hion . A in 10 buildings in the Inland
you've known for 20-phus yeans, Char nationally respected A Emipire. That acoounts for abost 309%
management beam continues gy commitment 1o peoviding 1 Manogeme |

: . 2 af 1% 5 millinn q. ft. portfslio of office
hﬁﬂﬂrﬂ”ﬂn hmn'llg mmlmﬁ-dputppnpﬂw = hﬂl.ﬂ
management, As the formes BMP Residensial, we are able io :

and industrial space.

acke thee ik AR i « Compliance While Severson would like to buy
List o macathowicl : :-l i b=t m"“ i . minre real estafe in that market, the
MreainbennCe progemms, ard unwirvering commiment o 'M comnpany has shifted its atfention fo
nudull:'l'u:ﬂ:-m&rﬁt'.m pap:ﬂy'lmmputtﬂﬂ = Taw Revahasdion value-add prnpa_'rl:i:-q that affer a hetter
nprﬂrrunil'_c tor hoost refurns rhrnl,:gh

Contoct Lindsey Dill today: 'm" wpgrades and leasing vacant space
T04.927.3367 i Schirn of Hager Pacific confirms

limdsey. dillpginkgomad.com * Argatition and that prices on stabilized assets in the
Inland Empire are growing paohib-
itively high. His company acquired
several older properties just after the
mecessdon ol prices equivalent o the
cost af wacant land.

*The Inland Empire buyving appor-
tumities ans 3,|.1||:'." nnpha:lm Schirm,
"There's 0 much competition there
Tor get anything above a 6.5% cap rate
i diffienlt™
Matt Hudging is am Austin-based writer.
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