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Market Overview

The U.S. economy grew by 1.9% in Q3 19, extending the
longest economic expansion on record and pushing the rate of
unemployment down to 3.5% - its lowest level in 50 years.
While still positive overall, slow business investment amid
uncertainty surrounding the trade war and a weakening global
economy are hampering growth. Unemployment is also at its
lowest rate since 2000 on both a statewide and local level:
3.2% and 2.6% respectively. As Indianapolis nears full
employment, growth among industrial jobs is contracting down
more than 40% year-over-year.

The Indianapolis industrial market vacancy rate fell to 4.0% in
Q3 19, marking another historical low. Asking rental rates are
also up 6.1%, the largest year-over-year increase in five years.
New construction continues to dominate the landscape. Nearly
6.5 MSF of new year-to-date construction was completed, and
users have already signed on for 85.6% of that space.

Modern Bulk

Despite a slowing overall economy, consumer spending still
grew at 2.9%. E-commerce continues to dominate the local
industrial market, where three of the largest new transactions
were for e-commerce operations. Modern bulk buildings have
absorbed 7.0 MSF so far in 2019, lowering the product’s
vacancy rate to 6.4%. Developers are racing to keep up with
demand by bringing new buildings to market. Moving into Q4,
27 projects totaling 11.5 MSF are under construction, one-third
of which have speculative vacancies. Most of the investment
activity this quarter was focused on modern bulk product, and
competing investors are compressing yields. All bulk properties
this quarter traded below a 6% cap rate and Black Creek’s
acquisition of World Connect 3 achieved a record low cap rate.

Market Indicators

Q3 Q@3  Y-0-Y 12 Mo.

2019 2018  change Forecast
DIRECT VACANCY 4.0% 42% -02pp 4
DIRECT ASKING RENT $4.19 $3.95 61% A
YTD DIRECT NET ABSORPTION ~ 7690270  7.630612  08% A
YTD NEW LEASING ACTIVITY 12426033 9925521  252%
YTD NEW CONSTRUCTION 6464176 5400431  197% A
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Traditional Distribution

Traditional warehouse buildings have seen vacancy fall to 2.6%
- down from 4.7% five years ago. The limited options and
rising pricing of new product have allowed owners of older
buildings to push rents, which are up nearly 6% in the last
year. The higher rents are also allowing new construction of
small and medium-sized speculative buildings to break ground.

Office Service/Flex

Slowing business confidence has yet to hamper flex product,
which achieved yet another record low 5.6% vacancy in Q3 19.
The growth of smaller operations and expanding local
companies has caused the amount of vacant space in flex
buildings to be cut by more than half in the last five years. In
the Northwest submarket, home to Park 100, a hub for flex
users, rental rates have grown by 11.3% in just 12 months and
vacancy fell 11.7 percentage points in the last three years.

Market Outlook

All sectors of the Indianapolis industrial market are booming,
reaching the lowest vacancy and highest rental rates on
record. The result has been an influx of new construction of all
varieties. Developers are targeting the varying demands of
users and differentiating their product from the growing
number of options available in the market. For only the second
time ever, there are two speculative projects larger than 1 MSF
under construction, one of which is the first in the market to
have a 40’ tall clear height. Whether users have the appetite
for the premium rent associated with the added cubic feet has
yet to be seen, and how developers differentiate between their
respective buildings and the 9.4 MSF speculative space under
construction is worth keeping an eye on in the coming months.
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Statistical Overview

Indianapolis - Industrial Market

OVERALL DIRECT YTD NEW UNDER | YTD LEASING YTD OVERALL YTD DIRECT| W/D DIRECT | FLEX DIRECT

INVENTORY | VACANCY | VACANCY CONSTRUCTION | CONSTRUCTION ACTIVITY | NET ABSORPTION| NET ABSORPTION| ASKING RENT | ASKING RENT

SUBMARKET (SF) RATE RATE (SF) (SF) (SF) (SF) (SF) (NNN) (NNN)
CBD 0

23,584,450 1.6% 1.6% 0 468,636 200,410 200,410 $4.91 $6.79
East 38,393,967 3.5% 2.4% 122,000 1735140 1,116,608 179176 213,976 $3.70 $5.78
Northeast 23,713,180 4.1% 4.% 1,289,392 116,430 558,956 1,223,902 1,226,758 $5.05 $8.68
Northwest 61,384,727 6.3% 5.8% 2,535,000 4,248,083 4,003,777 2,285,377 2,221,902 $3.87 $8.03
South 28,031,745 4.8% 4.8% 1,000,620 1,846,154 2,253,306 1,943,912 1,943,912 $3.72 $8.69
Southwest 86,527,012 4.2% 3.8% 1,517,164 4,755,317 4,024,750 1,611,643 1,883,312 $4.19 $7.13
MARKET TOTALS 261,635,081 4.4%  4.0% 6,464,176 12,701,124 12,426,033 7,444,420 7,690,270 $3.97 $7.61

Market Highlights - Q3 2019

Notable New Lease Transactions

3632 Perry Blvd, Whitestown Northwest ' Puma North America, Inc. New Lease Modern Bulk 636,742
1705 Midwest Blvd, Plainfield Southwest | Snyder’s-Lance Inc. New Lease Modern Bulk 495,888
3748 Plainfield Rd, Plainfield Southwest | (confidential) New Lease Modern Bulk 253,760
700 S Post Rd, Greenwood South PepsiCo, Inc. New Lease Modern Bulk 220,000
4255 S 500 E, Whitestown Northwest  TF Logistics New Lease Modern Bulk 184,140
W 400 N, Greenfield East Keihin North America Inc. New Lease Modern Bulk 113,400

Notable Sale Transactions

BUILDING NAME, ADDRESS, CITY SUBMARKET BUYER BUYER TYPE | PROPERTY TYPE

Park 100, 7-building portfolio, Indianapolis Northwest Link Industrial Partners Investor Traditional Bulk 1,689,871
Airwest 5-7, 2516-2548 Airwest Blvd & 1551-1631 Opus Dr, Plainfield ' Southwest Prologis Investor Modern Bulk 1,378,770
Lebanon Distribution Center, 135 S Mt Zion Rd, Lebanon Northwest Stockbridge Capital Investor Modern Bulk 1,091,435
World Connect 3 at Ameriplex, 5425 Exploration Dr, Indianapolis Southwest Black Creek Group Investor Modern Bulk 620,935
Greenwood Park 1, 1151 S Graham Rd, Greenwood South Monmouth REIT Investor Modern Bulk 615,440
1801 Innovation Blvd, Monrovia Southwest Sunbeam Development Investor Modern Bulk 545,010
2222 Hillside Ave, Indianapolis CBD Piper Logistics User Traditional Bulk 515,575
Greenwood 500, 764 N Graham Rd, Greenwood South Clarion Partners Investor Modern Bulk 511,680

Notable Construction Projects
o

AllPoints Midwest, 9360 AllPaints Pkwy, Plainfield Southwest  BTS - Walmart Under Construction - Q4 2019 | 1,109,121
Hendricks Gateway Park 2, 2121 Gateway Dr, Monrovia Southwest  Speculative Under Construction - Q3 2020 1,070,160
Crossroads Logistics Center, 3751 S 500 E, Whitestown Northwest  Speculative Under Construction - Q4 2019 1,016,244
SMC Building, 10650 SMC Blvd, Noblesville Northeast BTS - SMC Corporation Completed - Q3 2019 980,000
Greenwood Park Building 7, 1450 Collins Rd, Greenwood South Speculative Under Construction - Q3 2020 | 744,000
Eaglepoint Building Six, 1111 E 56th St, Brownsburg Northwest  Speculative — Radial Completed - Q3 2019 690,702
[-65 Logistics Center, 6055 Commerce Pkwy, Whitestown Northwest  Speculative Under Construction - Q3 2020 672,227
Greenwood Park 1, 1151 S Graham Rd, Greenwood South BTS - Amazon Completed - Q3 2019 615,440
Fishback Creek Building 4, Albert S White Dr, Whitestown Northwest  Speculative Under Construction - Q4 2019 = 604,731
Lebanon 800, 800 Edwards Dr, Lebanon Northwest  |BTS - DS Smith Plc Under Construction - Q4 2019 | 548,000
Greenwood Park 7, 1450 Collins Rd, Greenwood South Speculative Under Construction - Q1 2020 542,735
Alliance Interstate Park, W 200 N & N 700 W, Greenfield East BTS - Spectra Premium Under Construction - Q1 2020 | 539,943
AllPoints Midwest 2B, 1201 AllPoints Ct, Plainfield Southwest  Speculative Under Construction - Q1 2020 510,965
MetroAir Business Park 9, Stafford Rd, Plainfield Southwest | Speculative Under Construction - Q2 2020 | 501,398
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