
PROLOGIS: 
E-COMMERCE 
MARKET SHARE 
WILL CLIMB HIGHER 
It’s likely that Amazon concerns are 
overblown as the nation’s largest 
industrial landlord believes e-commerce 
market share is poised to rise based 
on demand for faster deliver times and 
online sales technologies.

Source: Globest

READ FULL STORY

SENTIMENT REMAINS 
STRONG FOR THE 
SFR SECTOR
In a clear sign that single family rentals 
are becoming a more institutional 
investment, market participants plan 
to accumulate more assets and are 
generally expecting demand and 
occupancy rates to further increase.

Source: Wealth Management

READ FULL STORY

RENTS NATIONWIDE 
‘INCREASE AT 
RECORD LEVEL 
RATES’
Single-family rents have more or less 
mirrored what is happening with housing 
prices – soaring prices which appear on 
track to continue the rest of the year.

Source: Yahoo Finance

READ FULL STORY

A LOOK AT 
LEVERAGED LOANS 
AND CLOS 
CLOs stand to gain wider traction 
given their understanding is in the 
early stages and investors have yet to 
understand their potential for income, 
capital preservation, and performance.

Source: Advisor Perspectives

READ FULL STORY
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THE OPPORTUNITY 
LENS WIDENS 
FOR ALTERNATIVE 
INVESTMENTS 
Investor and advisor concerns over both 
stocks and bonds are drawing more 
attention to alternatives.    

Source: Wealth Management 
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“I think once people get through the lack of 
familiarity, they start to appreciate the value of the 
asset class (CLOs). In terms of the sheer number 
of people moving into retirement age, looking for 
current income with some confidence around 
capital preservation, it’s a terrific asset class to 
generate that kind of performance.”

Scott M. D’Orsi, CFA
a Portfolio Manager in Putnam’s Fixed Income Group 

“E-commerce revenue growth will exceed its 
pre-pandemic trajectory, and we expect that 
e-commerce share will climb higher due to faster 
deployment of same-day and next-day delivery 
capabilities, improved online sales technologies 
(e.g. augmented reality, metaverse purchasing) 
and continued investments in segments like 
furniture and groceries.”

Jennifer Nelson, 
Head of Corporate Communications for Prologis

“We expect single-family rent growth to continue 
to increase at a rapid pace throughout 2022.”

Molly Boesel, 
Principal Economist at CoreLogic

NEW DATA

RESEARCH REPORT

MARCUS AND MILLICHAP US INDUSTRIAL INVESTMENT FORECAST | 2022

The surge in demand is producing historically strong property performance metrics. 
A record 520 million square feet was absorbed on a net basis in 2021, as vacancy 
fell to a multidecade low. A robust appetite for space will push vacancy even lower 
this year, despite the largest construction pipeline since at least 2000. Approximately 
420 million square feet of industrial space will be delivered this year, with developers 
focusing on larger properties. Buildings under 100,000 square feet in size comprise 
only a small amount of arriving space. The difficulty in developing smaller facilities 
closer to population centers, paired with the avid demand for such projects, will 
continue to apply upward pressure on rents.

READ FULL REPORT

INDUSTRIAL AN INCREASINGLY ESSENTIAL PROPERTY TYPE

Source: Marcus and Millichap US Industrial Investment Forecast 2022
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U.S. Industrial Investment Outlook

Property Performance Setting Records, Facilitating  
Similar Landmarks in the Investment Sales Landscape 
Robust investment demand driving cap rate compression in industrial assets. Investors 
have taken note of the sector’s benchmark-setting performance fundamentals, leading to 
an all-time high number of industrial assets changing hands last year. After a 12 percent 
drop in 2020, sales velocity surged over 40 percent in 2021, surpassing the previous peak by 
about 20 percent. Investors new to the property type are contributing to the added volume. 
Institutional buyers with experience in other commercial properties, spanning multifami-
ly, office, retail and others, are now entering the industrial landscape, as part of diversifica-
tion strategies. The considerable demand for properties has driven the average sale price 
in the United States up by over 35 percent since 2019 to $133 per square foot entering this 
year. As prices climbed, cap rates have compressed. The mean yield across the coun-
try was in the mid-6 percent range as 2021 came to a close, with top-tier assets in the 
most sought-after locations changing hands with initial returns under 4 percent. Rapid 
increases in rents are helping to offset contracting cap rates, as are accommodating terms 
from lenders who view the property type favorably. Despite this, the prospect of rising 
interest rates, prompted by the current high inflation environment, could constrain the 
yield compression characteristics of the past year.

Assets higher on the price scale or in tertiary cities garnering additional attention. 
The economic shifts benefiting industrial tenants are likewise facilitating demand from 
larger scale industrial investors. The sales recovery since the onset of COVID-19 has 
been most pronounced for assets priced over $10 million. Trading velocity for such assets 
climbed about twice as fast as the rise in deals for properties in the $1 million to $10 mil-
lion tranche. Competition for assets in the country’s largest markets, as well as ongoing 
demographic trends, has driven more investment into smaller markets. The share of 
transactions completed in tertiary metros has increased by 4 percent since 2019, drawing 
some activity away from primary markets as secondary cities remain consistent. As the 
overall number of deals is increasing, most major U.S. metros are reporting more sales 
than they did before the pandemic, regardless of size classification.

2022 Investment Outlook
• Advancing interest rates shed new light on sale-leasebacks. Ongoing, elevated in-

flation is applying upward pressure to interest rates. The rising costs of capital, paired 
with falling cap rates, are narrowing the margins of transactions for the most sought-af-
ter properties. This may prompt owner-users to make new arrangements. More com-
panies may opt to enter into a sale-leaseback now, locking in a long-term lease at more 
favorable terms than where lending rates are currently trending.

• Copper could become less available for construction projects. Conflict in Eastern 
Europe affects the distribution of various commodities across the globe, including cop-
per. Russia produced about 4 percent of the world’s supply of copper in 2021. While Eu-
rope and Asia are the nation’s main export destinations, a disruption to copper output 
could add to the other headwinds affecting the U.S. construction sector this year, em-
phasizing the value of existing properties for investors. 

• Land zoned for ground storage gains prominence. Expanding commercial storage 
needs, fueled by the shift among retailers to keep substantially more than 14 days worth 
of inventory on hand, is driving investment demand for land zoned for outdoor stor-
age. The ability to depreciate capital improvements made to land more quickly than to 
a building may appeal to investors with certain tax objectives. 
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U.S. Industrial Investment Outlook

Property Performance Setting Records, Facilitating  
Similar Landmarks in the Investment Sales Landscape 
Robust investment demand driving cap rate compression in industrial assets. Investors 
have taken note of the sector’s benchmark-setting performance fundamentals, leading to 
an all-time high number of industrial assets changing hands last year. After a 12 percent 
drop in 2020, sales velocity surged over 40 percent in 2021, surpassing the previous peak by 
about 20 percent. Investors new to the property type are contributing to the added volume. 
Institutional buyers with experience in other commercial properties, spanning multifami-
ly, office, retail and others, are now entering the industrial landscape, as part of diversifica-
tion strategies. The considerable demand for properties has driven the average sale price 
in the United States up by over 35 percent since 2019 to $133 per square foot entering this 
year. As prices climbed, cap rates have compressed. The mean yield across the coun-
try was in the mid-6 percent range as 2021 came to a close, with top-tier assets in the 
most sought-after locations changing hands with initial returns under 4 percent. Rapid 
increases in rents are helping to offset contracting cap rates, as are accommodating terms 
from lenders who view the property type favorably. Despite this, the prospect of rising 
interest rates, prompted by the current high inflation environment, could constrain the 
yield compression characteristics of the past year.

Assets higher on the price scale or in tertiary cities garnering additional attention. 
The economic shifts benefiting industrial tenants are likewise facilitating demand from 
larger scale industrial investors. The sales recovery since the onset of COVID-19 has 
been most pronounced for assets priced over $10 million. Trading velocity for such assets 
climbed about twice as fast as the rise in deals for properties in the $1 million to $10 mil-
lion tranche. Competition for assets in the country’s largest markets, as well as ongoing 
demographic trends, has driven more investment into smaller markets. The share of 
transactions completed in tertiary metros has increased by 4 percent since 2019, drawing 
some activity away from primary markets as secondary cities remain consistent. As the 
overall number of deals is increasing, most major U.S. metros are reporting more sales 
than they did before the pandemic, regardless of size classification.

2022 Investment Outlook
• Advancing interest rates shed new light on sale-leasebacks. Ongoing, elevated in-

flation is applying upward pressure to interest rates. The rising costs of capital, paired 
with falling cap rates, are narrowing the margins of transactions for the most sought-af-
ter properties. This may prompt owner-users to make new arrangements. More com-
panies may opt to enter into a sale-leaseback now, locking in a long-term lease at more 
favorable terms than where lending rates are currently trending.

• Copper could become less available for construction projects. Conflict in Eastern 
Europe affects the distribution of various commodities across the globe, including cop-
per. Russia produced about 4 percent of the world’s supply of copper in 2021. While Eu-
rope and Asia are the nation’s main export destinations, a disruption to copper output 
could add to the other headwinds affecting the U.S. construction sector this year, em-
phasizing the value of existing properties for investors. 

• Land zoned for ground storage gains prominence. Expanding commercial storage 
needs, fueled by the shift among retailers to keep substantially more than 14 days worth 
of inventory on hand, is driving investment demand for land zoned for outdoor stor-
age. The ability to depreciate capital improvements made to land more quickly than to 
a building may appeal to investors with certain tax objectives. 

9

Industrial Transaction Activity

Industrial Buyer Composition

Industrial Cap Rates by Market Type

Av
era

ge 
Ca

p R
ate

Sale Price vs. Cap Rate Trends

SecondaryPrimary Tertiary

5.5%

6.5%

7.5%

8.5%

9.5%

212019181716151413121110090807060504

0%

25%

50%

75%

100%

21191715131109070503

Cross-Border

User/Other

Inst'l/Eq Fund

Listed/REITs

Private

Per
cen

t of
 Do

lla
r V

olu
me

Average Cap Rate

Av
era

ge 
Pri

ce P
er S

qu
are

 Fo
ot

$0

$35

$70

$105

$140

212018161412100806040200
6%

7%

8%

9%

10%

Average Price Average Cap Rate

To
tal

 Tr
an

sac
tio

ns 
(00

0s)

$1M-$10M $10M-$20M $20M+

0

5

10

15

20

21*2018161412100806040200

U.S. Industrial Investment Outlook

Property Performance Setting Records, Facilitating  
Similar Landmarks in the Investment Sales Landscape 
Robust investment demand driving cap rate compression in industrial assets. Investors 
have taken note of the sector’s benchmark-setting performance fundamentals, leading to 
an all-time high number of industrial assets changing hands last year. After a 12 percent 
drop in 2020, sales velocity surged over 40 percent in 2021, surpassing the previous peak by 
about 20 percent. Investors new to the property type are contributing to the added volume. 
Institutional buyers with experience in other commercial properties, spanning multifami-
ly, office, retail and others, are now entering the industrial landscape, as part of diversifica-
tion strategies. The considerable demand for properties has driven the average sale price 
in the United States up by over 35 percent since 2019 to $133 per square foot entering this 
year. As prices climbed, cap rates have compressed. The mean yield across the coun-
try was in the mid-6 percent range as 2021 came to a close, with top-tier assets in the 
most sought-after locations changing hands with initial returns under 4 percent. Rapid 
increases in rents are helping to offset contracting cap rates, as are accommodating terms 
from lenders who view the property type favorably. Despite this, the prospect of rising 
interest rates, prompted by the current high inflation environment, could constrain the 
yield compression characteristics of the past year.

Assets higher on the price scale or in tertiary cities garnering additional attention. 
The economic shifts benefiting industrial tenants are likewise facilitating demand from 
larger scale industrial investors. The sales recovery since the onset of COVID-19 has 
been most pronounced for assets priced over $10 million. Trading velocity for such assets 
climbed about twice as fast as the rise in deals for properties in the $1 million to $10 mil-
lion tranche. Competition for assets in the country’s largest markets, as well as ongoing 
demographic trends, has driven more investment into smaller markets. The share of 
transactions completed in tertiary metros has increased by 4 percent since 2019, drawing 
some activity away from primary markets as secondary cities remain consistent. As the 
overall number of deals is increasing, most major U.S. metros are reporting more sales 
than they did before the pandemic, regardless of size classification.

2022 Investment Outlook
• Advancing interest rates shed new light on sale-leasebacks. Ongoing, elevated in-

flation is applying upward pressure to interest rates. The rising costs of capital, paired 
with falling cap rates, are narrowing the margins of transactions for the most sought-af-
ter properties. This may prompt owner-users to make new arrangements. More com-
panies may opt to enter into a sale-leaseback now, locking in a long-term lease at more 
favorable terms than where lending rates are currently trending.

• Copper could become less available for construction projects. Conflict in Eastern 
Europe affects the distribution of various commodities across the globe, including cop-
per. Russia produced about 4 percent of the world’s supply of copper in 2021. While Eu-
rope and Asia are the nation’s main export destinations, a disruption to copper output 
could add to the other headwinds affecting the U.S. construction sector this year, em-
phasizing the value of existing properties for investors. 

• Land zoned for ground storage gains prominence. Expanding commercial storage 
needs, fueled by the shift among retailers to keep substantially more than 14 days worth 
of inventory on hand, is driving investment demand for land zoned for outdoor stor-
age. The ability to depreciate capital improvements made to land more quickly than to 
a building may appeal to investors with certain tax objectives. 

600

400

200

0

- 200

CO
M

PL
ET

IO
N

S/
AB

SO
RP

TI
O

N
 (

M
IL

LI
O

N
S)

7

* Forecast

Vacancy Rate

International Trade Reaches New High

Int
ern

ati
on

al T
rad

e I
nd

ex

Rent GrowthInternational Trade

Co
mp

let
ion

s/A
bso

rpt
ion

 (M
illi

on
s)

Supply and Demand

-200

0

200

400

600

22*20181614121008060402
0%

3%

6%

9%

12%

Completions Net Absorption Vacancy Rate 

Vacancy Rate by Market Type

Va
can

cy 
Ra

te

2%

5%

8%

11%

14%

212019181716151413121110090807

100

125

150

175

200

22*20181614121008060402 -10%

-5%

0%

5%

10% Y-O-Y Asking Rent Growth

Port Hub Local Service

Rent Trends by Market Type

As
kin

g R
ent

 Pe
r S

qu
are

 Fo
ot

$2

$5

$8

$11

$14

212019181716151413121110090807

Port Hub Local Service

National Industrial Overview

Modern Consumption Trends Underpin Industrial  
Facilities as an Increasingly Essential Property Type
Pandemic-accelerated distribution and warehouse needs still growing. The health 
crisis had a major impact on industrial tenants. The requirement to social distance led to a 
surge in e-commerce sales relative to in-store shopping, necessitating expanded operations 
for greater direct-to-consumer deliveries. Demand increased for both large distribution 
centers that could serve whole regions, as well as smaller infill locations closer to where 
consumers live to facilitate rapid delivery. While online shopping as a percent of core retail 
sales has returned to the pre-pandemic trendline, overall consumer spending is much 
higher, translating into overall larger volumes of goods being distributed. By causing the 
intermittent closure of production facilities and ports, the health crisis has also fostered 
extreme backlogs in the global supply chain that are still being unwound. Long lines of 
cargo vessels waiting to be unloaded at major ports have put pressure on these facilities to 
expand, as well as distributors and retailers to augment their warehousing space at both 
ports and intermodal connections. Some shipping has been diverted to smaller ports, where 
the new trade is likewise boosting space demand. While delays in the transport of goods 
across the globe is declining, warehousing needs are likely to stay high as businesses shore 
up safety stocks to avoid future inventory shortages.

Record development not able to exceed hearty tenant demand. The shift in industrial 
space needs, propagated by COVID-19, has had a profound impact on property funda-
mentals. A record 520 million square feet was absorbed on a net basis in 2021, fostering 
an equally noteworthy level of rent growth as vacancy fell to a multidecade low. A robust 
appetite for space will push vacancy even lower this year, despite the largest construction 
pipeline since at least 2000. Approximately 420 million square feet of industrial space will 
be delivered this year, expanding the nation’s inventory by 2.4 percent. About half of the 
space opening this year is contained in footprints larger than 500,000 square feet, catering 
to large-scale distribution, warehousing and manufacturing operations. Properties under 
100,000 square feet in size comprise less than 10 percent of arriving space. The difficulty 
in developing smaller facilities closer to population centers, paired with the avid demand 
for such projects, will continue to apply upward pressure on rents. Asking rates across the 
sector are poised to grow this year by the third fastest rate since at least 2001.  

2022 National Industrial Outlook
• Mismatch between production and transport capacity continues. Production out-

put, at least within the United States, has returned to levels recorded before the health 
crisis; the amount of tonnage being transported by truck, however, continues to lag. A 
shortage of drivers is constraining the ability to transport goods across the country. If 
this dynamic persists, it may solidify businesses’ plans to shore up inventories.

• Airports gain even more logistical prominence. An expectation of rapid delivery, es-
tablished pre-pandemic, has collided with prodigious backlogs at major cargo terminals. 
In order to transport some goods more quickly, companies have turned to airfreight. 
The volume of cargo transported by air has increased throughout the health crisis, un-
derscoring demand for distribution and warehouse space at inland airport hubs.

• Advanced manufacturing driving new space needs. The recent supply chain disrup-
tions may prompt more firms to bring their production processes closer to home in the 
years to come. Advanced manufacturing is already making a prominent return to the 
U.S. in the form of new semiconductor plants situated across the country, as well as elec-
tric vehicle production. The numerous support businesses will fill space nearby.  
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