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Record high asking rents in Jacksonville driven
by strong tenant demand and high interest rates

4.3% 2,087,435 5,729,739 487,000 $7.84
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Note: Arrows indicate change from previous year.

OVERVIEW FIGURE 1: Historical Absorption, Deliveries and Vacancy
— Total vacancy sits at 4.3%. Occupancies by Total Distribution, GenPlant, Ipex North America, 5,000,000 8.0%
Geodis, JZ Expedited and US Autoforce dropped vacancy 130 bps compared to Q2 2023. 4,500,000 7.0%
4,000,000
— According to RCA the sale of investment-grade properties through third quarter of 2023 3500000 6.0%
totaled approximately $515.2 million across 5.6 million sq. ft ($92.45 per sq. ft.) compared to T 5.0%
$643.8 million across 7.7 million sq. ft. ($83.93 per sq. ft.) during the same period in 2022. 3,000,000
2,500,000 4.0%
— According to the Bureau of Labor Statistics, the unemployment rate in August was 3.2%, a 2000.000 i
20 basis point increase compared to the year ago period for Jacksonville. The rate is down 1500.000 30%
from 10.8% in April 2020. The rate compares to Florida (2.7%) and the U.S. (3.8%). 1'000'000 2.0%
The Jacksonville industrial market ended the quarter with strong fundamentals. With strong 500,000 10%

demand, asking rent appreciation and robust population growth, developers and tenants have 0 T 0.0%
leveraged the strength of the local economy. Approximately 5.5 million sq. ft. of speculative 2016 2017 2018 2019 2020 2021 2022 YTD 2023
projects are under construction as developers have been aggressive in attempting to keep pace

with tenant demand. The industrial vacancy rate rose to 4.3% due to over 4.3 million sq. ft. of

completions during the first nine months of 2023, allowing out of market tenants options to

lease immediately rather than looking at build-to-suit options. Source: CBRE Research
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DEMAND

Jacksonville recorded over 2.9 million sq. ft. of positive net absorption
during the first nine months of 2023. Over 4.3 million sq. ft. was
completed year-to-date with over 76.8% pre-leased. Major occupiers of
space included Total Distribution (1,000,350 sq. ft.), GenPlant (400,000
sq. ft.), Ipex North America (300,240 sq. ft.) and Geodis (135,000 sq. ft.).
Leasing activity through third quarter of 2023 increased 31.9% over the
same period a year ago, totaling 8.4 million sq. ft. The average lease size
was 56,048 per sq. ft. Several large tenants over 300,000 sgq. ft. continue
looking at the recently completed buildings and buildings under
construction. Tenant demand is expected to remain strong throughout
the year.

VACANCY

Due to over 4.3 million sq. ft. of construction completions and 1.8 million
sg. ft. of vacant space, the vacancy rate for Q3 2023 rose 130 basis points
year-over-year to 4.3%. However, the vacancy rate for available space is
only 3.3%. 1.0 percentage points of the vacant space in Jacksonville has
been leased but not occupied until future quarters. Only 17 existing
buildings and 9 buildings under development can accommodate a user
greater than 100,000 sq. ft. In addition, only 10 built options exist for
users looking for 100,000 sq. ft. or greater in buildings with 28’ or greater
clear heights. Only one building can accommodate a 300,000 sgq. ft. user.
Vacancy is expected to rise as 3.2 million sq. ft. of additional speculative
buildings are completed during 2023 with 1.0 million sq. ft. available.

PRICING

High interest rates continue to impact rising asking rents. The direct
weighted average asking lease rate was $7.84 per sq. ft, an increase of
20.2% compared to one year ago. Regarding property sub-type, R&D/Flex
recorded $11.08 per sq. ft. while Warehouse/Distribution and
Manufacturing assets rose to $7.48 and $5.21 per sq. ft., respectively.
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FIGURE 2: Statistical Snapshot Q3 2023
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FIGURE 3: Notable Leases Q3 2023
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Market Area Overview
ECONOMIC OUTLOOK

The U.S. economy has defied expectations for a slowdown and has even exhibited some signs of
acceleration despite sharp tightening of credit conditions and ongoing write-downs in the banking
sector. This resilience due to a number of factors: 1) the Chips and IRA Acts have stimulated the
construction sector; 2) the Fed. and the FDIC have provided prompt and effective support for the
banks, and: 3) consumers are in good shape from a balance sheet and income perspective.
Nevertheless, headwinds are intensifying: such as higher oil prices, resumption of student loan
payments, and a weakening global economy. These headwinds, not serious in themselves, will hit
home at a time when the squeeze from elevated interest rates is at its maximum. The upshot for real
estate is that the Fed is likely finished with its tightening cycle, allowing a clearer path for real estate
capital markets to unfold. Although we expect economic growth to deteriorate it is likely that
valuations will stabilize during 1TH 2024.
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@ G (773 Survey Criteria: Includes all competitive industrial buildings 10,000 sq. ft. and greater in size in Clay, Duval and St Johns counties.
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