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It is no secret, the “Amazon” effect is
creating quite a stir in the industrial
distribution sector throughout the
United States. Click, click, and a package
from a retailer shows up at your front
door, within hours in some areas. This
has been devastating to traditional retail,
and quite a boost to the distribution
market. What is happening in SWFL in
terms of industrial space? Do we have
enough space for the growing
distribution sector, and are we keeping
up with the need for smaller flex spaces
with the boom in residential
construction? A snapshot of the 2Q
industrial/flex metrics with vacancy rates
of 0.5% (Charlotte), 1.1% (Collier), and
2.6% (Lee) would lead you to a
conclusion that there’s not enough space
in the industrial market. For the most
part, this is true. We are significantly
lacking in traditional flex space under
10,000 sq.ft. in all three markets of
SWFL. However, will 2019 be a different
story for the Lee County market?

At the time of this writing, there is
564,197 square feet of warehouse space
under construction (primarily in four
projects), and 219,565 square feet of flex
space under construction (primarily in
two projects):

Interestingly, 76% of the new
warehouse construction is for units
that are 10,000 square feet or greater.
Developers are willing to risk vacancy
rather than spend money to build out
smaller units and try to obtain higher
rents. As we move into 2019, Lee
County will continue to demand
smaller flex space as residential
construction continues to flourish.
New warehouse construction with
units >10,000 sq.ft. will be very
competitive for property owners
between the four projects listed above.
Although new space is being added at
what feels like a rapid pace, developers
are moving forward with a phased
approach (building by building) of filling
a building with tenants before
constructing the next which should
keep the overbuilding in check.

INDUSTRIAL PROJECTS SQ.FT. UNDER CONSTRUCTION
Warehouse
Premier Airport 106,836
Meridian 200,961
Eastgroup 80,000
New Castle 40,000
Other Warehouse 136,400
Flex
Gulf Coast Ind. 44,800
Southlinks 157,115
Other Flex 17,650
TOTAL 783,762
PRE-LEASED 304,215
REMAINING 479,547

2018 Lee County Leases (Industrial)
TOTAL LEASES 225
SF LEASED 912,202
AVG SF LEASED 4,054

SPACE LEASED <10k 631,617 69.24%
SPACE LEASED >10k 280,585 30.76%

As shown above, there is 479,547 square
feet of space under construction which is not
pre‐leased. Sounds ominous, however,
considering an absorption of 360,597 square
feet in 2017, we should be able to absorb this
space within 1‐1 ½ years. The new
construction will impact vacancy but is not
expected to be drastic. Albeit, we all need to
keep a close eye on overbuilding namely in the
warehouse sector.

The flex market, even with new
construction, is in need of supply. A review of
the warehouse/flex deals 2018 YTD indicate
that 69% of demand is for units under 10,000
square feet, and only 31% for units over
10,000 square feet.


