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I.

INTRODUCTION

JOHNSON ECONOMICS was retained by THE PORT OF WOODLAND to evaluate the market potential of an industrial project
on Port property in Woodland, Washington. The main objectives of the study are to generate reliable assumptions
with respect to achievable pricing and market depth as well as to provide general program guidelines in light of
the competitive environment and anticipated market demand.
The main components of this study are:





II.

Site evaluation
Survey of the competitive environment, including existing and anticipated future supply.
Market depth analysis, with absorption projections for the market and the subject site.
Recommendations with respect to market timing and program characteristics.

EXECUTIVE SUMMARY

SUMMARY
The national economy has been growing at a steady rate, with robust job growth and consumption, but with a
strong dollar that is likely to reduce exports over the near term. Within the Portland Metro Area, Clark County is
currently the strongest county in terms of job growth, with 2014 growth of 4.5%. Unlike earlier in the recovery,
the county’s current job growth is broad-based, indicating continued robust growth over the near- to mid-term.
Cowlitz County’s economy has been less robust, with employment by industry relatively flat. Clark County added
800 jobs (+3.7%) in 2014 in the three industries that contribute most of the demand for industrial space.
The Portland Metro industrial market is on a strong trend, with net absorption having outpaced new supply by a
wide margin over the past four years. This has brought the region’s vacancy rate down to 4.8% and pushed asking
rents 4.2% higher during 2014.
Clark County is among the tightest submarkets in the Metro Area, with a current vacancy rate of 3.2%. In
Vancouver, the total vacant space in the market (340,000 sf.) is only about half of the submarket’s net absorption
over the past three years. Asking rents increased by 6.4% in Clark County and 10.9% in Vancouver over the past
year. County-wide, there are five projects with approximately 1.1. Million square feet of space currently in the
pipeline. Only two of these projects, and less than 200,000 square feet, is speculative space.
Our analysis indicates that the defined market area will be undersupplied over the near- to mid-term. Within the
market area, there is currently 420,000 square feet of industrial space in the pipeline. In comparison, our baseline
estimates indicate that demand from job growth amounts to roughly 200,000 square feet per year, implying that
the new supply will be fully absorbed within two years.
JOHNSON ECONOMICS surveyed a sample of nine industrial properties within the market area. The projects represent
a mix in terms of vintage, quality, and features, and advertise monthly shell rates in the range of $0.42 to $0.48
per square foot (NNN). We view the subject site to occupy a strong competitive position in this market, with a new
project on this site having the advantage of offering the best locally available space.
Based on our assessment of the competitive position of the subject site, we estimate that the subject can achieve
negotiated rents in the range of $0.44 to $0.47. We deem these asking shell rates to be appropriate, with an office
surcharge of around $0.80. These rates are based on the current market. We anticipate a market-wide rent
increase of $0.01 to $0.02 for shell space in each of the coming two years.
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III.

MARKET AREA DEFINITION

The Primary Market Area (PMA) is the geographic area from which the subject is likely to draw the majority
of its demand. For the proposed project, we consider this area to be the I-5 corridor between the Lewis River and
the Kalama River. We would expect establishments emerging from the areas north and south of this region to
gravitate toward the Kelso-Longview and Ridgefield areas, respectively.
The delineated market area includes the cities of Woodland, Kalama, and La Center, plus surrounding
unincorporated areas. Employment trends identified within this region are considered particularly relevant when
assessing the feasibility of an incubator park in Woodland. General trends within Cowlitz County will also be given
some weight in this overview, as most of the PMA lies within this county.

FIGURE 3.1: DELINEATION OF THE PRIMARY MARKET AREA

Source: MapPoint and JOHNSON ECONOMICS
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IV.

SOCIO-ECONOMIC TRENDS

THE NATIONAL ECONOMY
Economic Output
After a disappointingly tepid recovery in the first four years of the current expansion, the U.S. economy appears
to have gained momentum over the past six quarters, although bad weather and an extensive port strike limited
the output in the first and last quarters of 2014. Consumer spending continues to drive the expansion, helped by
robust job growth and increasing use of credit. In 4Q 2014, the service sector – so important to the U.S. economy
– saw a spending increase of more than 4% for the first time in a decade. Weak exports put a drag on 2014 growth,
caused by weak global demand and a strengthening dollar.
FIGURE 4.1: CONTRIBUTIONS TO CHANGE IN REAL GROSS DOMESTIC PRODUCT, ANNUALIZED (2005 – 2014)
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Despite the recent improvement, the U.S. economy faces several headwinds. Domestic demand is still tempered
by a post-recession caution, both among households and firms. An indication of this is the persistently weak retail
sales over the past two quarters, despite a fall in gas prices that should normally have a stimulative effect. Firms
began to show some optimism in 2014: taking out more debt, increasing their fixed investments, and initiating
more mergers and acquisitions. However, the strengthening dollar and ensuing fall in demand for U.S. exports
could derail this optimism, in particular if Greece exits the Euro and thus contributes to additional pressure on the
dollar. On the public side, government spending is not likely to contribute much to economic output in the near
future, as governments continue to adjust their spending to prepare for the fiscal challenge represented by aging
baby boomers.
Over the near term growth is expected to be driven primarily by domestic consumers and firms. Most predictions
for 2015 GDP growth range from 2.5% to 3.0%. In the long run, annual economic growth is expected to fluctuate
around 2.0%, which is a typical estimate for the economy’s long-term potential growth rate.
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Employment
The “Great Recession” eliminated over 8.7 million jobs in the U.S., pushing the unemployment rate to 10% at its
peak. It took nearly five years to recover these jobs and bring the unemployment rate – currently at 5.5% – below
its long-term historical average (6.2%). However, the U-6 unemployment rate, which also takes into account
workers who are underemployed or who have left the labor market in discouragement, is still high at 10.9%.
FIGURE 4.2: EMPLOYMENT GROWTH (Y/Y) AND UNEMPLOYMENT RATES, SEASONALLY ADJUSTED, UNITED STATES
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Nearly three million jobs were created in 2014 – the highest number in a single year since 1999, and an increase
of 9% from 2013. Prior in this expansion, the job growth barely kept up with population growth, and declines in
the unemployment rate came primarily from workers leaving the workforce (declines in labor force participation).
However, 2014 marked a turning point in that job growth finally began to outpace population growth, thus
providing jobs to previously discouraged workers. This has helped reduce the spread between the U-6 rate and
the U-3 rate.
FIGURE 4.3: GROWTH IN EMPLOYMENT, LABOR FORCE, AND CIVILIAN, NON-INSTITUTIONAL POPULATION
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Inflation, Monetary Policy, and Interest Rates
Inflation has remained subdued since the recession, reflecting the combination of weak global demand for
commodities and tepid domestic wage growth. Though the latter has shown signs of picking up lately, price
inflation is likely to remain restrained, in particular with the current strong dollar. A lack of price inflation combined
with the negative impacts of the strong dollar on U.S. exports might lead the Federal Reserve to delay its
announced rate hike to late 2015 or beyond. Long-term market interest rates are likely to climb ahead of the fed’s
move, and most economists expect long-term interest rates to climb by around 100 basis points over the next two
years.
FIGURE 4.4: INTEREST RATES ON MORTGAGES AND 10-YEAR TREASURY NOTES
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SOURCE: Federal Reserve Bank of Philadelphia, Freddie Mac, Bloomberg News, Johnson Economics

Risks of a New Recession
Historically, business cycles last about eight years on average, from peak to peak. In terms of GPD growth, the last
peak was reached in 2004, and the bottom was hit in 2009. One might therefore think that we should be due for
another downturn in the very near future. However, this cycle has been anomalous in many ways, not the least in
terms of job recovery. And so far, there are few signs that the economy is getting ahead of itself with overinvestment and inflated asset prices. Further, the nation’s total debt level (public and private) is still relatively low.
There are, however, threats to the U.S. economy from overseas. China, in particular, is a cause of some concern
due to its high debt levels and risky investments. With its scale, China could trigger a global recession. However, it
has the resources and political will to postpone a crisis for several years. The risks of a new downturn in the U.S.
are therefore quite low in the near term. That said, recessions are notoriously difficult to predict, and an
unforeseen event may set off a contraction before the familiar warning signs appear.

THE REGIONAL ECONOMY
Employment
In terms of employment growth, the Portland metropolitan area’s economy exhibits stronger cyclical swings than
the rest of the nation. This is first of all because the important high-tech manufacturing industry services a global
market with fluctuating demand. The same is true for the sports apparel cluster, led by Nike, Adidas, and Columbia.
In recent times, the local business cycle impacts have been amplified by in-migration, particularly from Northern
California. Portland offers a culture similar to San Francisco’s, but with lower tax rates and less expensive housing.
This has attracted many retirees and young workers to the area, which in turn has benefitted the construction
industry. Many companies reliant on a young workforce have followed these workers to Portland. This has led to
an expansion of Portland’s high-tech manufacturing cluster to include related industries like software
development and IT management. Because in-migration is highly dependent on employment growth and the
migrant’s ability to sell and buy a home, it tends to fluctuate with the general economy.
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The cyclical nature of the Portland economy is evident in employment data. In the boom years of 2003 to 2007,
employment in the Metro Area grew twice as fast as in the rest of the nation. During the following downturn, the
area lost 12.7% of its jobs, compared to 6.3% nationally. When job growth returned in 2010, it resumed its rapid
pace relative to the rest of the nation. Over the last two years, the region’s outperformance has widened due to
stronger growth in manufacturing, retail, and professional and business services. The metro-wide employment
growth rate is currently 2.8% year-over-year, which is one percentage point higher than the rest of the nation.
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FIGURE 4.5: YEAR-OVER-YEAR EMPLOYMENT GROWTH, PORTLAND METRO, OREGON, UNITED STATES (2006 – 2013)
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The Portland Metro Area came out of the recession with one of the highest metro-area unemployment rates in
the nation, exceeding 11%. While job growth had subsequently helped reduce unemployment at a faster pace
than in the rest of the nation, this trend stopped in August. The rate is currently 6.5%, up from a low of 6.5% in
July.
FIGURE 4.6: UNEMPLOYMENT RATE, PORTLAND METRO AREA, OREGON, AND UNITED STATES (2006 – 2013)
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THE LOCAL ECONOMY
The subject property is located in Cowlitz County, but the primary trade area includes much of the Clark County
market. This section presents an overview of trends in both areas.

Cowlitz County
Cowlitz County has continued to suffer employment losses in the wake of the last recession. A total of 37,410
workers were employed in 2013, according to the Washington State Employment Security Department (ESD). This
represents a loss of 3,200 jobs (-8%) since 2007, and a loss of 1,000 jobs since 2012. Meanwhile, the labor force
continues to shrink as discouraged workers give up looking for work and older workers retire. This helps push the
official unemployment rate down. As of May 2015, 7.6% are unemployed in Cowlitz County, compared to 6.6% in
Clark County and 5.3% statewide.
FIGURE 4.7: LABOR FORCE TRENDS, COWLITZ COUNTY (2001 – 2013)
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Source: Washington State Employment Security Department
With respect to individual industries, Cowlitz County exhibits weakness across most of the service sector (figure
5). Further, the construction industry has not bounced back like it has elsewhere in the region. The manufacturing
industry, which is the largest industry in the county, is the only industry with significant growth in recent years.
Around 300 jobs have been added in this industry since 2009, at an average annual growth rate of 1.2%.
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FIGURE 4.8 TOTAL EMPLOYMENT BY INDUSTRY, COWLITZ COUNTY (2001 – 2013)
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The ESD does not produce county-level employment projections, but applying its forecasts for the major industries
in the entire Southwest Washington region to current industry employment in Cowlitz County indicates an overall
annual growth rate of around 1.5% through 2016 and 0.9% thereafter. Using the same approach for Clark County
indicates equivalent growth rates of 1.8% and 1.0%, respectively.

FIGURE 4.9: HISTORICAL AND PROJECTED ANNUAL COUNTY EMPLOYMENT GROWTH (2003 – 2023)
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Manufacturing Employment
Support for new industrial space in Woodland is most likely to come from the manufacturing industry. Over the
coming decade, the ESD projects annual growth in Southwest Washington’s durable goods 1 industry at a rate of
3.3% through 2016 and 1.7% thereafter. However, for nondurable goods manufacturing, no change is expected
through 2016, and an annual decline of 0.3% is expected thereafter. Applying these rates to Cowlitz County
indicates that around 650 new durable goods manufacturing jobs will be created over the next ten years, while
around 60 jobs will be lost in the nondurable goods industry.

FIGURE 4.10: MANUFACTURING EMPLOYMENT, HISTORICAL AND PROJECTED, COWLITZ COUNTY (2003 – 2023)
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Woodland Employment Growth
The Woodland area has seen somewhat stronger growth than Cowlitz County as a whole. Based on the ESD’s mid2013 employment estimates, around 3,300 workers were employed within the City of Woodland in 2013. Another
1,100 workers were employed within the unincorporated areas surrounding Woodland. In total, the Woodland
area has added roughly 550 workers since the recession, at a healthy average annual rate of 3.4%. In a ten-year
perspective, this rate is 2.8%.

1

Durable goods: wood products, nonmetallic mineral products, metal, machinery, computers and electronics,
appliances, transportation equipment, and furniture. Nondurable goods: food and beverage, textiles,
leather, apparel, paper and printing, petroleum and coal, chemicals, and plastic and rubber products.
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FIGURE 4.11: WOODLAND AREA EMPLOYMENT (2003 – 2013)
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Source: Washington State Employment Security Department, JOHNSON ECONOMICS
Compared to its closest neighbors, Woodland’s employment growth over the past ten years has only been
surpassed by Ridgefield, which has enjoyed spectacular growth before and after the most recent recession. For
Kalama, including surrounding unincorporated areas, around 130 jobs were lost during the last four years. This
translates to an average annual loss of 2.1% over the period, and follows a trend that began before the downturn.

FIGURE 4.12: COMPARISON OF ANNUAL EMPLOYMENT GROWTH
WOODLAND AND NEIGHBORING CITIES (2003 – 2013)
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The manufacturing industry is by far the largest in Woodland, accounting for 30% of the city’s employment. This
industry saw a gradual decline between 2007 and 2011, when it lost a total of 39 jobs. A significant bounce took
place in 2012, however, as 75 manufacturing jobs were created. (Data for 2013 is not yet available at the industry
level).

FIGURE 4.13: EMPLOYMENT BY INDUSTRY, CITY OF WOODLAND (2002 – 2012)
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Source: Washington State Employment Security Department
As an indication of future employment growth within Woodland’s manufacturing industry, we would use the
average annual growth rate over the last ten years, which is 3.8%. Applying this rate to 2012 employment indicates
potential growth of 200 new manufacturing jobs over the next five years and 450 new jobs over the next ten years.

Clark County
Clark County currently sports the highest rate of job growth among the Portland Metro counties, after lagging the
remainder of the Metro Area throughout the first part of the recovery. The resurgence is largely due to a rebound
in the typical suburban industries – construction and retail – which showed only weak growth in prior years. The
county has also been helped by relocations in the health, finance, and business services industries, represented
by firms like PeaceHealth, Banfield Pet Hospital, Fisher Investments, and Integra Telecom. The growth rate in 2014
was 4.5%, which is the highest rate in 10 years, and more than twice the rate of the remainder of the Portland
Metro Area (2.0%).
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FIGURE 4.14: EMPLOYMENT TREND, CLARK COUNTY VS. PORTLAND METRO AREA
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Professional and business services have added the highest number of jobs over the past twelve months, followed
by health, retail, and wholesale trade. Wholesale trade and information (which includes telecom firms like Integra)
currently exhibit the strongest momentum on a percentagewise basis.
FIGURE 4.15: YEAR-OVER-YEAR EMPLOYMENT GROWTH BY INDUSTRY (2013 - 2014)
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Employment in Industries that Utilize Industrial Space
Among the major industries, the three that contribute the most to demand for industrial space are manufacturing,
wholesale trade, and transportation and warehousing. Together, these industries added 790 jobs in Clark County
in 2014 – an increase of 3.7% from 2013. Vancouver contributed the majority of these new jobs (670 jobs; 85%),
with an annual increase of 6.2%. Vancouver’s share of total county-wide employment in these industries has
remained around 50% for the past ten years. In all three industries, the trend in recent years has been that midsized and large firms (30+ employees) have contributed the vast majority of the new jobs.
Between the three industries, manufacturing is the largest and the one that has created the greatest number of
new jobs in this recovery. Since 2010, more than 1,600 new jobs has been created in this industry. This represents
PORT OF WOODLAND
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14% growth, compared to 9% in the remainder of the Metro Area. Growth in this industry slowed a bit in 2014,
with roughly 300 new jobs in Clark County (+2.4%) – nearly all in Vancouver (+4.6%).
Wholesale trade has seen even stronger expansion in relative terms in recent years, growing by 24% since 2010
(1,160 jobs), compared to only 4% in the remainder of the Metro Area. The industry added more than 500 new
jobs in Clark County in 2014 alone (+9.4%), and roughly 300 jobs in Vancouver (+10.9%).
Transportation and warehousing continues to remain weak, with a county-wide loss of 6.1% (nearly 200 jobs) since
2010, compared to a gain of 9.2% the Oregon portion of the Metro Area. In 2014, there was virtually no change in
employment counts for this industry in Clark County. A possible explanation for the weakness within this sector in
Clark County could be that this sector to some extent is being crowded out by growth in manufacturing and
wholesale. Firms in the latter sectors occupy much of the same industrial space as transportation firms, but might
be willing to pay higher rents in order to remain in Clark County where utility costs are low and where there are
good opportunities for shipping heavy goods and bulk goods by river and rail (see following section).
Transportation firms might be less willing to accept the widening premium for industrial space in Clark County,
thus relocating to Oregon.
FIGURE 4.16: EMPLOYMENT IN INDUSTRIES UTILIZING INDUSTRIAL SPACE (2004 – 2014)
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A fourth industry with impact on demand for industrial space specifically is construction. This is a large and
important industry in Clark County. More than 400 new construction jobs were added county-wide in 2014. In
relative terms, the county’s construction industry expanded by 4.9% in 2014, after growing by 10.2% in 2013.
Manufacturing, Wholesale, Warehouse and Transportation Jobs by Firm Size
The following charts display the percentagewise change in employment within manufacturing, wholesale trade
and transportation/warehousing in Clark County and Vancouver. The first of these industries, manufacturing, has
seen a shift post-recession from small to larger firms. County-wide, firms with 50 to 69 employees have seen the
strongest growth. In Vancouver, the picture has been more mixed, but firms with more than 100 employees have
seen the strongest consistent growth over the past three years.
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FIGURE 4.17: EMPLOYMENT IN INDUSTRIES UTILIZING INDUSTRIAL SPACE (2004 – 2014)
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SOURCE: U.S. Census Bureau, Washington State Employment Security Department
The recent trend within Clark County’s wholesale sector has been strong growth among large firms (50+
employees), and more modest growth among smaller firms.
FIGURE 4.18: EMPLOYMENT IN INDUSTRIES UTILIZING INDUSTRIAL SPACE (2004 – 2014)
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SOURCE: U.S. Census Bureau, Washington State Employment Security Department
Within the transportation and warehousing industry, the strongest county-wide growth has recently come among
relatively small firms (10 to 29 employees), while there has been a decline among firms with more than 30
employees.
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FIGURE 4.19: EMPLOYMENT IN INDUSTRIES UTILIZING INDUSTRIAL SPACE (2004 – 2014)
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V.

INDUSTRIAL MARKET TRENDS

Industrial development at the subject site is expected to address the growth requirements of local firms, but the
pricing and secondary market support is expected to be a function of trends in the significantly larger Clark County
market, which serves as a submarket of the Portland metro area. This section summarizes industrial market trends
at the Metro area and Clark County.

PORTLAND METRO AREA
Portland Metro’s industrial real estate market has seen significant improvement over the past four years, as the
local economy has recovered. This is true for warehouses, manufacturing facilities, and flex buildings alike. With
little new construction, the absorption of industrial space has driven vacancy rates down and rents up. At the end
of 4Q 2014, the overall vacancy rate for industrial space was 4.8%, and the year-over-year rent growth was 4.2%,
according to Kidder Mathews.
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FIGURE 5.1: VACANCY AND RENT* TREND, PORTLAND METRO AREA (2011 – 2014)
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Roughly 1.1 million square feet of new industrial space was completed in the Portland Metro Area in 2014. This
represents a doubling since 2013. However, it is far less than net absorption (change in occupied space) during the
year, which totaled 2.5 million square feet. Though limited new construction was helpful in bringing down
excessive vacancy rates in the early part of the recovery, it now puts a drag on absorption.
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FIGURE 5.2: NEW DELIVERIES VS. NET ABSORPTION, PORTLAND METRO AREA (2011 – 2014)
1,200,000
1,000,000
800,000
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600,000
400,000
200,000
0
-200,000
-400,000

New Supply
Net Absorption

-600,000
-800,000

SOURCE: Kidder Mathews, JOHNSON ECONOMICS
The following chart provides a comparison of net absorption and vacancy in the Metro Area’s major industrial
submarkets. In absolute terms, the Beaverton-Hillsboro market saw the greatest amount of absorption in 2014,
followed by the Airport Way/Columbia Corridor, which has the greatest amount of vacant space. Vancouver is the
submarket with the least amount of vacant space, both in absolute terms and when measured relative to recent
absorption.
FIGURE 5.3: COMPARISON OF SUBMARKET ABSORPTION (2012 – 2014) AND VACANCY (4Q14)
-500,000
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500,000

1,000,000 1,500,000 2,000,000 2,500,000

Airport Way/Columbia Corridor
4.9%
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4.0%

Beaverton-Hillsboro
6.3%

I-5 South
4.6%

Clackamas/Milwaukie
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4.8%

Other
3.0%

-500,000

2014 Net Abs.

0

500,000
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Current Vacancy

1,000,000 1,500,000 2,000,000 2,500,000

SOURCE: Colliers, JOHNSON ECONOMICS
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At the moment, 1.4 million square feet of industrial space is under construction in the Metro Area. This represents
a mere 0.7% inventory increase and will not be sufficient to revert the decline in vacancy rates. JOHNSON ECONOMICS
has identified another 5 million square feet of space in proposed projects, most of which is likely to be delivered
in 2016 and 2017. In our estimates, the entire pipeline represents roughly 20 months of absorption. 2

CLARK COUNTY
Profile of the Industrial Market
Clark County differs from the remainder of the Portland Metro industrial market in several ways. Its lack of income
tax (corporate and personal) is a benefit to any firm, but has particular attraction to firms that are new to the
region and that do not have management already residing on the Oregon side. Its low utility rates provide
additional incentives, particularly for manufacturing firms dependent on energy-intensive processes. Firms
involved in heavy goods transported via ship, barge, or rail have an additional reason to locate here, as the Port
of Vancouver is equipped with the region’s highest-capacity cranes and is served by two major rail companies.
The utility savings and opportunities for shipping of heavy goods in Clark County have led to a particular
concentration of manufacturers in the county, especially metal fabricators. Wholesalers and distributors focused
on the Portland Metro Area have sometimes hesitated to settle on the Washington side due to the congestion
along the I-5 and I-205 bridges during rush hours. However, firms that are incorporated and headquartered in
Washington State have often found it beneficial to keep their operations within the state, and many of these serve
the Portland Metro Area from Clark County. Firms with manufacturing facilities or central distribution in
Washington State have also often chosen Clark County when serving the Metro Area in order to minimize drive
times between their facilities. Finally, distributors serving both the Portland and the Seattle Metro Areas have
sometimes chosen sites within the county. Recent examples of the latter include two large distribution centers
built by Dollar Tree and United Natural Foods in Ridgefield. In addition to these larger tenants, Clark County also
has a large share of smaller tenants focused primarily on Southwest Washington.
Recent Market Trends
Trends in Clark County have largely tracked regional trends over the past four years, with net absorption outpacing
new supply by a margin similar to that in the Metro Area. However, the county has had a steeper decline in vacancy
rates and steeper rent growth. Vacancy dropped below 5% already in late 2012, and the lack of availability has
likely limited absorption since. Over the past two years, the average asking rate has increased by 14%, and the
overall vacancy rate has been compressed to 3.2%
Vancouver makes up the bulk of the Clark County market, accounting for nearly 60% of total inventory. Rents and
vacancy in this submarket has largely tracked the remainder of the county over the past four years.

2

Assuming employment growth in manufacturing, wholesale, and transportation/warehousing at the same level as in 2014
(2.5%), and average absorption of 750 square feet per new job. Average absorption per new job has been relatively low
in the last two years due to a lack of vacancy. Assuming reported inventory and net absorption reflecting CoStar coverage
of 92.5%: 490 sf. absorption per new employee in 2013 and 530 sf. in 2014 compared to 775 sf. in 2012. Average square
footage per existing job in these industries was approximately 1,000 in 2014.
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FIGURE 5.4: VACANCY AND AVERAGE RENT (BLENDED ASKING RATE), CLARK COUNTY (2011 – 2014)

Vancouver Vacancy
Vancouver Avg. Asking Rate

SOURCE: Colliers, JOHNSON ECONOMICS
Over the past four years, there has been only two notable completions in Clark County. The first was a 330,000square-foot owner-user facility built by Farwest Steel after purchasing land at the Port of Vancouver. The only
major for-lease project completed over this period was a pre-leased 75,000-square-foot facility built by the
Meniscus Group in Ridgefield. Without more new supply, the lack of availability appears to have restrained
absorption over the past two years, as indicated by the following chart. Total net absorption over the past two
years was 358,000 square feet. Over the same period, the three industries utilizing industrial space added 1,500
jobs. The absorption translates to an average of 254 square feet per new job, compared to 909 square feet per
existing job in these industries.3 In other words, the market has been undersupplied in recent years, and there is
likely pent-up demand for additional space.
FIGURE 5.5: NEW DELIVERIES VS. NET ABSORPTION, CLARK COUNTY (2011 – 2014)
400,000
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300,000
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0
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SOURCE: Colliers, JOHNSON ECONOMICS

3

Assuming reported inventory and net absorption reflecting CoStar coverage of 92.5%
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Most of the absorption in Clark County over the past years have taken place within the city of Vancouver. Roughly
740,000 square feet have been absorbed in Vancouver on a net basis since January 2011. Of this, only 50,000
square feet were absorbed during the supplied-constrained past two years.
Development Pipeline
JOHNSON ECONOMICS is aware of five projects with a total of nearly 1.1 million square feet at some stage in the
development process within Clark County. Of these, only two projects with less than 200,000 square feet are
speculative, while the remainder are owner-user or prelease/built-to-suit projects. In addition to these, the Port
of Vancouver has discussed adding a 100,000-square-foot spec building in Centennial Industrial Park, but the
timing is not yet determined.
FIGURE 5.6: INDUSTRIAL DEVELOPMENT PIPELINE, CLARK COUNTY
PROJECT NAME

ADDRESS

LogistiCenter 205
NE 60th Way & Hwy 500, Vancouver
Brickwood Site
9317 NE 72nd Ave, Vancouver
Sunlight Supply HQ (CIP)
NW 38th Cir, Vancouver
Port of Ridgefield Project
5504 S 11th St, Ridgefield
United Natural Foods Exp. 7909 S Union Ridge Pkwy, Ridgefield
Total Square Feet

TOTAL SF.

SPEC SF.

98,400
88,056
285,700
112,000
533,532

98,400
88,056

1,117,688

186,456

STATUS

ENTITLEMT DELIVERY

U.C.
Permitted
Proposed Review
Proposed Pre-App
Proposed Pre-App
Proposed Review

2015
2016
2016
2016
2016

COMMENTS
Dermody Properties. Delivery 6-2015
Brickwood Enterprises. 4 LI bldgs.
Owner-user HQ. Constr. start mid-2015.
Port prelease project. Pre-app 1-2015.
Owner-user DC. Pre-app 10-2014.

SOURCE: Planning departments, brokers, local media, JOHNSON ECONOMICS

VI.

COMPARABLE PROJECTS

JOHNSON ECONOMICS surveyed a sample of thirteen properties in order to assess the competitive environment
around the subject, as well as the broader pricing context. One of these is currently under construction
(comparables #3, #10 and #13). The surveyed properties are clustered in five areas within the market area: the
Orchards/Five Corners area (comparables #1-4); Columbia Business Center (comparables #5-7); the Port of
Vancouver (comparables #8-9); Ridgefield (comparables #10 & #13); and Woodland (comparables #11 & #12)
Individual profiles of the surveyed properties are included over the next pages.
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FIGURE 6.1: PROFILES OF SURVEYED COMPARABLES
10018 NE 72nd Ave, Vancouver, WA, 98685
1) BARBERTON INDUSTRIAL PARK
Year built:
Size:
Office:
Developer:
Owner:
Submarket:
Vacant (SF):
Vacant (%):
Office (SF):
Asking Rate:

2007
158,592
Anderson Constr.
Rosan, Inc.
Vancouver
0
0%
$0.46/0.75

Loading config.:
Clear height (ft):
Bldg. depth (ft):
Dock doors:
Docks/1,000 SF:
Grade doors:
Grades/1,000 SF:
Truck court (ft):
Auto parking:
Auto p/1,000 SF:
Rail service:

Single
30
190
24
0.15
10
0.06
130
134
0.84
Yes

Notes: Asked $0.45 in 2010 when entire building was available. In 2013, 29,000 sf. came available at asking rent of $0.37. The building
has rail line along back side, but no loading docks/doors. The park includes two smaller buildings (22,600 sf) that have more of a flex
profile, with 7,000 sf. currently vacant at $0.50, after asking $.45 between 2010 and 2013. One current tenant is Multifab Packaging,
which is a supplier of packaging equipment and supplies. Past tenants include GTS Interior Supply (construction products).

2) LILE BUSINESS CENTER - BLDG. B

5720 NE 121St Ave, Vancouver, WA, 98682
Year built:
Size:
Office:
Developer:
Owner:
Submarket:
Vacant (SF):
Vacant (%):
Office (SF):
Asking Rate:

1990
77,920
Lile International
IDM
Vancouver
23,678
30%
1,758
$0.45/0.75

Loading config.:
Clear height (ft):
Bldg. depth (ft):
Dock doors:
Docks/1,000 SF:
Grade doors:
Grades/1,000 SF:
Truck court (ft):
Auto parking:
Auto p/1,000 SF:
Rail service:

Single
24
180
14
0.18
2
0.03
80
60
0.77
No

Notes: Building B is the north building on the two-building property (Bldg. A is 65,000 sf. condo property., built 1998). Asked $0.38 for
same space in 2012. Became available again in late 2014. Rate was first set to $0.38 in June 2014, but raised the following month to
$0.45. Yard area (33,541 sf.) on other side of property can be leased for $0.10 PSF. Current tenant is Lile Moving & Storage. The south
building houses a plastics manufacturer (Kaso Plastics), and formerly housed an appliance distribution center (Whirlpool).

3) LOGISTICENTER 205

13000 NE 60th Way, Vancouver, WA
Year built:
Size:
Office:
Developer:
Owner:
Submarket:
Vacant (SF):
Vacant (%):
Office (SF):
Asking Rate:

2015 (U.C.)
98,400
Dermody Properties
Dermody Properties
Vancouver
98,400
100%
$0.48/0.85

Loading config.:
Clear height (ft):
Bldg. depth (ft):
Dock doors:
Docks/1,000 SF:
Grade doors:
Grades/1,000 SF:
Truck court (ft):
Auto parking:
Auto p/1,000 SF:
Rail service:

Single
30
210
21
0.21
2
0.02
130
125
1.27
No

Notes: Warehouse/Distribution center to open in June 2015 near I-205 and Fourth Plain Blvd interchange. No lease as of 05/1/2015, but
two 50,000+ sf. users are in discussions.
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4) QUAD 205 DISTRIBUTION II

3801 NE 109th Ave, Vancouver, WA
Year built:
Size:
Office:
Developer:
Owner:
Submarket:
Vacant (SF):
Vacant (%):
Office (SF):
Asking Rate:

1990
90,352
7,758
The Quadrant Corp
Kittelson Properties
Vancouver
23,464
26%
708
$0.42/0.65

Loading config.:
Clear height (ft):
Bldg. depth (ft):
Dock doors:
Docks/1,000 SF:
Grade doors:
Grades/1,000 SF:
Truck court (ft):
Auto parking:
Auto p/1,000 SF:
Rail service:

Double
24
220
28
0.31
10
0.11
65
107
1.18
No

Notes: . Building currently has five tenants (23k sf, 18k sf, 14k sf, 6k sf and 6k sf). Located near the I-205/SR 500 interchange. Current
tenants include Innovative Packaging (packaging supplier), Solid Gold (dog food distributor), Viqan (excavator part supplier), and
Wadco (pet product supplier).

5) COLUMBIA BUSINESS CENTER - BLDG. 51

3601 SE Columbia Way, Vancouver, WA, 98661
Year built:
Size:
Office:
Developer:
Owner:
Submarket:
Vacant (SF):
Vacant (%):
Office (SF):
Asking Rate:

1986
164,290
Hillman Properties
Killian Pacific
Vancouver
91,259
56%
2,258
$0.45/0.75

Loading config.: Double, truck/rail
Clear height (ft):
24
Bldg. depth (ft):
245
Dock doors:
28
Docks/1,000 SF:
0.17
Grade doors:
3
Grades/1,000 SF:
0.02
Truck court (ft):
90
Auto parking:
150
Auto p/1,000 SF:
0.91
Rail service:
Yes

Notes: Rail-only loading on the East side of the building (14 doors). Asking rates have remained at $0.45 since 2010. Current tenants
include Iso Poly Films (film manufacturer/distributor). Former tenants include Associated Hygienics, a diaper manufacturer.

6) COLUMBIA BUSINESS CENTER - BLDG. 45

3301 SE Columbia Way, Vancouver, WA, 98661
Year built:
Size:
Office:
Developer:
Owner:
Submarket:
Vacant (SF):
Vacant (%):
Office (SF):
Asking Rate:

1987
151,367
Hillman Properties
Killian Pacific
Vancouver
22,187
15%
2,365
$0.45/0.75

Loading config.: Double, truck/rail
Clear height (ft):
26
Bldg. depth (ft):
200
Dock doors:
36
Docks/1,000 SF:
0.24
Grade doors:
5
Grades/1,000 SF:
0.03
Truck court (ft):
110
Auto parking:
64
Auto p/1,000 SF:
0.42
Rail service:
Yes

Notes: Space currently available for 5-year sublease. Rail-only loading on the north side of the building (11 doors). Tenants include BSG
Brewing (brewing ingredients supplier), Con Met (transportation component manufacturer/distributor), Laclede Chain (chain
manufacturer), Columbia Distributing, Multi Purpose Logistics, Swift Couriers, and Wit Transportation.
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7) COLUMBIA BUSINESS CENTER - BLDG. 55

600 SE Assembly Ave, Vancouver, WA, 98661
Year built:
Size:
Office:
Developer:
Owner:
Submarket:
Vacant (SF):
Vacant (%):
Office (SF):
Asking Rate:

1987
172,993
Hillman Properties
Killian Pacific
Vancouver
31,279
18%
8,088
$0.45/0.75

Loading config.: Double, truck/rail
Clear height (ft):
26
Bldg. depth (ft):
230
Dock doors:
34
Docks/1,000 SF:
0.20
Grade doors:
6
Grades/1,000 SF:
0.03
Truck court (ft):
101
Auto parking:
98
Auto p/1,000 SF:
0.57
Rail service:
Yes

Notes: A a mix of warehouse and clean room space is currently available. The building as a whole has 13 rail doors on the west side of
the building. Asking rates have remained at $0.45 since 2010. Current tenants include Mercury Plastics (plastics manufacturer) and
Pacer Cartage (trucking).

8) PORT OF VANCOUVER - 3201

3201 NW Lower River Road, Vancouver, WA
Year built:
Size:
Office:
Developer:
Owner:
Submarket:
Vacant (SF):
Vacant (%):
Office (SF):
Asking Rate:

1988
144,900
3,811
Port of Vancouver
Port of Vancouver
Vancouver
0
0%

Loading config.:
Clear height (ft):
Bldg. depth (ft):
Dock doors:
Docks/1,000 SF:
Grade doors:
Grades/1,000 SF:
Truck court (ft):
Auto parking:
Auto p/1,000 SF:
Rail service:

Double
22
140
12
0.08
7
0.05
50
53
0.37
Yes

Notes: Space leased by metal fabricators, brewing equipment wholesaler, and trucking company. Due to the lack of maneuvering space,
trucks park parallel with building when loading on the back (rail) side. Most recent available lease information from 2010: $0.30/SF.
Trailer parking for 11 trailers.

9) PORT OF VANCOUVER - 3309

3309 NW Lower River Road, Vancouver, WA
Year built:
Size:
Office:
Developer:
Owner:
Submarket:
Vacant (SF):
Vacant (%):
Office (SF):
Asking Rate:

1995
51,000
Port of Vancouver
Port of Vancouver
Vancouver
0
0%

Loading config.:
Clear height (ft):
Bldg. depth (ft):
Dock doors:
Docks/1,000 SF:
Grade doors:
Grades/1,000 SF:
Truck court (ft):
Auto parking:
Auto p/1,000 SF:
Rail service:

Double
22
120
6
0.12
1
0.02
150
70
1.37
Yes

Notes: Property with a large yard leased by Boise Cascade and used as a distribution center for lumber products. No information
available lease rates. Trailer parking for 7 trailers.
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10) UNION RIDGE BUSINESS PARK - BLDG. B

S. 74th Place & Union Ridge Pkwy, Ridgefield, WA, 98642
Year built:
Size:
Office:
Developer:
Owner:
Submarket:
Vacant (SF):
Vacant (%):
Office (SF):
Asking Rate:

[For pre-lease]
69,480
Meniscus Group
Meniscus Group
Ridgefield
69,480
100%
$0.45/0.80

Loading config.:
Clear height (ft):
Bldg. depth (ft):
Dock doors:
Docks/1,000 SF:
Grade doors:
Grades/1,000 SF:
Truck court (ft):
Auto parking:
Auto p/1,000 SF:
Rail service:

Single
26
150
27
0.39
4
0.06
85
127
1.83
No

Notes: The second building offered for pre-lease by the Meniscus Group at Union Ridge Business Park in Ridgefield. The first building
was a 75,000-square-foot project completed in 2014, pre-leased to Allied Fittings.

11) WOODLAND BUSINESS CENTER

12) DOWN RIVER LITE INDUSTRIAL CENTER

13) RIDGEFIELD INDUSTRIAL PARK

1819 Schurman Way, Woodland, WA 98674
Year built:
2002
Loading config.:
Size:
45,120
Clear height (ft):
Office:
Bldg. depth (ft):
Developer:
Dock doors:
Owner:
Docks/1,000 SF:
Submarket:
Woodland
Grade doors:
Grades/1,000 SF:
Vacant (SF):
12,148
Truck court (ft):
Vacant (%):
27%
Auto parking:
Office (SF):
Auto p/1,000 SF:
Asking Rate:
$0.45
Rail service:
1358 Downriver Drive, Woodland, WA 98674
Year built:
Loading config.:
Size:
10,000
Clear height (ft):
Submarket:
Woodland
Grade doors:
Auto parking:
Auto p/1,000 SF:
Vacant (SF):
5,000
Vacant (%):
50%
Grades/1,000 SF:
Asking Rent:
$0.74
Truck court (ft):
Modified Gross
Rail service:

18
Community
Yes

18
Yes
6
0.60

SW of Intersection of I-5 and Highway 501
Year built:
Size:
Submarket:

Vacant (SF):
Vacant (%):
Asking Rent:

[For pre-lease]
115,568
Ridgefield

115,568
100%
$0.49
Office $0.85 Add

Loading config.:
Clear height (ft):
Bldg. depth (ft):
Dock doors:
Grade doors:
Truck court (ft):
Auto parking:
Auto p/1,000 SF:
Rail service:

Single
26
212'-250'
Yes
Yes
85
185
1.60
No

SOURCE: Loopnet, broker listings, Google Earth, JOHNSON ECONOMICS

JOHNSON ECONOMICS has identified 3 projects with a total of nearly 500,000 square feet industrial space in the
pipeline within the market area. One of these is the surveyed LogistiCenter 205, which is expected to be completed
in June 2015. No lease has yet been signed on the building. The second project is an owner-user headquarters
facility (Sunlight Supply), which just began its review process with the city. The latter will consist of 50,000 square
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feet of office space in addition to around 235,000 square feet of manufacturing and warehouse space. In addition,
the Port has discussed building a 100,000 square foot distribution center within Centennial Industrial Park in order
to meet demand from current and prospective tenants.
FIGURE 6.2: INDUSTRIAL DEVELOPMENT PIPELINE, PRIMARY MARKET AREA
PROJECT NAME

ADDRESS

TOTAL SF. SPEC SF.

LogistiCenter 205
NE 60th Way/Hwy 500
Sunlight Supply HQ
NW 38th Cir, CIP
Brickwood Site
9317 NE 72nd Ave

98,400
235,000
88,056

98,400

Total Square Feet

421,456

186,456

88,056

STATUS
U.C.
Proposed
Proposed

ENTITLEMT DELIVERY
Permitted
Review
Review

2015
2016
2016

COMMENTS
Dermody Properties. Delivery 6-2015
Owner-user HQ. Constr. start mid-2015.
Brickwood Enterprises. 4 light-ind bldgs.

SOURCE: JOHNSON ECONOMICS

Summary of Observations
Tenant Orientation
The five geographic clusters represented by the surveyed properties differ somewhat in terms of tenant
orientation. The four projects located in the Orchards/Five Corners area are primarily oriented toward wholesalers
and distributors dependent on trucking, with a geographic focus on Clark County, the Portland Metro Area, or the
Pacific Northwest.
Columbia Business Center has many tenants that are similar to those in the Orchards area, but is also home to
many manufacturers and logistics firms. All three tenant types are represented in the three buildings included in
our sample. Some of the manufacturers and distributors in these buildings serve national markets, but most of
the tenants have a regional focus.
The Port of Vancouver has a diverse range of tenants, but with a large number of tenants dependent on heavycargo shipping by rail and river. Tenants at the two buildings covered by our survey include metal fabricators, a
brewing equipment supplier, a trucking company, and a lumber products distributor (which leases a yard in
addition to indoor space). The customer base for most of these companies is in Clark County and the Portland
Metro Area. However, the brewing equipment supplier has a national scope. It relocated from Portland to be
closer to its malting subsidiaries already located at the Port.
The most relevant comparables for the subject project are in Woodland and Ridgefield. The Woodland
comparables are lower cost metal structures, while the Ridgefield projects reflect concrete tilt-up space. We feel
that the projects currently under construction reflect marginal market demand, and are indicators of what the
development market sees as being most marketable in this location.
Lease Rates
At the surveyed properties for which current asking rates are available, monthly advertised rates range from $0.42
to $0.49 per square foot (NNN). The project with the highest lease rate in the sample is the Down River Lite
Industrial Center, which quotes rents at $0.74 modified gross, but this appears to be an outlier. Assuming
operating expenses at $0.16 per square foot, the rate is almost 30% higher than other market comparables. This
may explain the project’s 50% vacancy rate.
The most frequent asking rate among the remainder of the surveyed projects is $0.45. Projects with this asking
rate were all built between 1986 and 1990. However, the $0.45 rate is currently the typical asking rate also for
smaller spaces of somewhat newer vintage within the market area. The lowest asking rate in the sample is at
Quad 205 ($0.42). This project is located near LogistiCenter 205, and offers similar distribution space with a large
number of dock doors. However, its shallow truck court and generally dated standard contribute to its lower rate,
which represents a 12% discount to LogistiCenter 205.
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Concessions and Brokerage Fees
Brokers JOHNSON ECONOMICS have spoken to report few concessions in the current tight market. Landlords typically
cover office/bathroom buildouts up to 10-20% of leased space, and might give tenants early building access,
translating into 2 weeks of up-front free rent. Only the larger users (50,000+ sf.) might be offered free rent in the
order of half a month per year for five years (4% or $0.02 monthly rent discount). These tenants might also be
given a token moving allowance in the order of $10,000 to $20,000. In terms of brokerage fees for net leases, the
total charge for landlord and tenant representation is typically around 7.5% for the first five years and 3.75% in
the following five years.

ACHIEVABLE PRICING
Current Market Pricing
We regard the subject site to be consistent with the majority of surveyed properties, providing a localized
advantage on the basis of limited local supply. In light of our survey, we regard $0.44 - $0.47 (PSF shell rate, NNN)
to be an appropriate asking rate for the subject site in the current market. We anticipate initial pre-lease contracts
at the subject site to achieve negotiated rates around $0.42 to $0.45, with subsequent contracts achieving the
asking rate as the project is being leased up. The survey further indicates that an office surcharge of around $0.80
is appropriate for the subject site. The indicated rent level is based on current market conditions, and can be
expected to move with the wider market prior to market introduction.
Mid-Term Rent Trajectory
Our mid-term projections for rent growth in the market area are based on our expectations for the regional
industrial rent trajectory. Over the past year, Clark County has recorded a stronger increase in average asking rates
than the remainder of the Metro Area (6.4% vs. 4.2%), reflecting its lower vacancy. However, over the longer term,
the rent growth of a particular submarket tends to converge around the regional growth trend. This reflects that
outsized rent growth in one submarket tends to shift some demand to neighboring markets while also attracting
more supply. This has the effect of evening out pricing pressure between neighboring and substitute markets.
Note that this convergence refers to percentagewise rent escalation and not the absolute rent level. We expect
Clark County to retain its premium to the overall Metro market.
Over the near- and mid-term, we expect a gradual decline in metro-wide annual rent growth toward 3% after
peaking at 5% in late 2015. This indicates that the subject site might add eight cents to its monthly rate by 2020.
(Note that the Metro rate in the following chart is a blended rate that includes office surcharge, while the subject
rate is shell rate.)

VII. MARKET DEPTH ANALYSIS
New demand for industrial space is a direct function of employment growth in sectors that occupy this type of
space. Our demand projections are therefore largely based on forecasts of employment growth within the PMA
in sectors that utilize industrial space. In this case, the analysis covers a five-year forecast horizon.
The methodology underlying the office and industrial land needs is straightforward. Employment forecasts are
translated into associated real estate product needs, which are then translated into aggregate land needs. This
chapter outlines the projected demand for office and industrial space and land.

Sectoral Employment Growth
The sectoral employment forecast at the PMA level relies on short term employment projections by the State of
Washington’s Employment Security Department. Growth forecasts were developed at the industry sector level
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for the SW Washington area, and this report relies on these growth rates, but applies them to the specific industrial
composition of the local economy.
The following table summarizes the baseline growth forecasts under the medium growth scenario for both the
PMSA and the Metro UGB:
FIGURE 7.1: BASELINE GROWTH FORECASTS, PMA (2014-2024)

PROJECTIONS
Industry
Construction
Manufacturing
Wholesale Trade
Retail Trade
T.W.U.
Information
Finance
Real Estate
Professional Services
Management
Admin & Waste
Education
Health & Social Assistance
Arts. Ent. Rec.
Accomodation & Food
Other
Government
TOTAL:

2014
1,720
564
1,329
1,327
86
33
660
547
1,468
54
875
175
5,570
154
943
1,081
30,400
46,986

2024
2,856
688
1,701
1,571
95
44
781
654
1,973
54
875
218
7,200
182
1,127
1,255
33,914
55,187

Chg.
1,136
124
372
244
9
11
121
107
505
0
0
43
1,630
28
184
174
3,514
8,201

AAGR
5.2%
2.0%
2.5%
1.7%
1.0%
3.0%
1.7%
1.8%
3.0%
0.0%
0.0%
2.2%
2.6%
1.7%
1.8%
1.5%
1.1%
1.6%

The sectoral growth forecasts were then translated into forecasts at the Cowlitz/Clark County level. The forecast
yields an average annual rate of growth of 1.6% when applied to the local employment base.
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Magnitude of Demand
The next analytical step in our analysis was to convert projections of employment by sector into forecasts of space
need and associated land demand over the planning period. The generally accepted methodology for this
conversion begins by allocating employment by sector into a distribution of building typologies those economic
activities usually locate in. For example, insurance agents typically locate in traditional office space, usually along
commercial corridors. However, a percentage of these firms locate in commercial retail space adjacent to retail
anchors. Cross-tabulating this distribution provides an estimate of employment in each typology.
The following step converts employment into space using estimates of the typical square footage exhibited within
each typology. Adjusting for market clearing vacancy we arrive at an estimate of total space demand for each
building type.
Finally, we can consider the physical characteristics of individual building types and the amount of land they
typically require for development. The site utilization metric commonly used is referred to as a “floor area ratio”
or FAR. For example, assume a 25,000 square foot general industrial building requires roughly two acre to
accommodate its structure, setbacks, parking, and necessary yard/storage space. This building would have an
F.A.R. of roughly 0.29.
As outlined on the following page, sectoral employment forecasts for the area are converted into a distribution of
employment by building type using a series of assumed ratios. Employment by building typology is then converted
into square footage of space demand using assumptions regarding the square feet per employee. This demand is
grossed up to reflect an assumed structural vacancy factor of 10%, and then converted into associated land need
by dividing the total by the assumed FAR by typology.
In Cowlitz and Clark Counties, projected employment growth over the next decade is roughly 8,200, which
translates into employment space needs of between 147,000 and 207,000 square feet per year. The annual
demand for office and institutional uses would range from 288,000 to 336,000 square feet per year, reflecting an
average annual land need of between 14 and 16 acres to accommodate these uses.
FIGURE 7.2: FORECAST SUMMARY, INDUSTRIAL AND COMMERCIAL SPACE, CLARK AND COWLITZ COUNTIES, 2015-2025
AVERAGE ANNUAL FORECAST
Type of Space
Industrial
Flex/Business Park
General Industrial
Warehouse/Distribution
Commercial
Office
Institutional
Retail
Overall Average Annual Demand
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Medium Scenario
SF of Space
Acreage

High Scenario
SF of Space
Acreage

42,080
43,663
61,643

2.8
2.9
3.7

66,655
58,218
82,109

4.4
3.8
5.5

97,578
118,324
71,961
435,249

4.5
5.4
4.1
23.4

113,841
141,988
79,956
542,767

5.2
6.5
4.6
30.1
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DEMAND FOR NEW SPACE AMONG EXISTING TENANTS
In a submarket like Woodland, where the existing stock of industrial space is relatively dated and limited, new
projects may see disproportionate demand, and may achieve absorption that exceeds the market’s overall need
for additional space.
A new project’s ability to capture absorption above the market’s overall net absorption depends on its pricing
relative to existing projects. Our estimates of achievable pricing in this analysis are based on the assumption that
the subject site will capture its “fair share” of demand from existing tenants up for lease renewal (i.e., new and
existing projects will capture a share of this turnover demand proportionate to their amount of available space).
Discounts to achievable lease rates can increase the demand for new space and accelerate the absorption, but
this is not assumed in this analysis.
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