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INDUSTRIAL ACTIVITY REBOUNDS 
AFTER SECOND QUARTER PAUSE
During the third quarter of 2020, the Chicago industrial market 

continued to outshine all other asset classes during the pandemic. The 

market experienced nearly 6.8 million square feet of positive net 

absorption this quarter, making it the third-greatest quarterly total 

recorded and the 43rd consecutive quarter of positive absorption. This 

pushed vacancy down to 6.6%. Despite the erratic economic downturn, 

construction development proved to be strong during the third quarter

with over 5.9 million square feet delivered and 17.7 million square feet 

currently under construction. Rental rates increased by $0.11/SF to 

$5.85/SF for the quarter.

Surprisingly, unlike the office market, the industrial market saw minimal 

impact to its sublease availability, with only an additional 386,000 

square feet coming onto the market from the second quarter. It is 

slightly more of an increase from first-quarter 2020, 804,000 square 

feet, but still not enough to change the percent available rate. This 

would indicate that tenants are feeling more comfortable with their 

economic situation, which was reflected in data recently released from 

Brivio that shows that in Chicago manufacturing and warehouses have 

returned to 75.0% of their normal activity, whereas offices are still 

half-empty.

Many submarkets witnessed a significant amount of new leasing 

activity this quarter, including two notable automotive manufacturers 

as demand for cars has gone up with the pandemic. General Motors 

signed a lease at the Core5 Logistics Center, where it will be occupying 

the entire 1.02-million-square-foot space for the next 10 years in the I-

80 Corridor. Meanwhile, Ford Motors will be taking 358,879 square feet 

at the recently completed Avenue O Industrial Park in Chicago. The 

additional strong leasing activity can be attributed to many of the retail 

trends resulting from the pandemic, the spike in consumer demand of 

at-home delivery reducing the need for brick-and-mortar and the 

increased spending on home renovations projects. Several logistics 

companies signed large leases, including Expeditors International, 

which took 251,000 square feet in Joliet; Logistics Plus, who signed a 

lease for 190,000 square feet in Bensenville; and Show Me Home 

Delivery, which leased 52,000 square feet in Addison. On the retailer 

side, Value City Furniture signed a new lease at 11501 Irving Park Road 

for 88,000 square feet, and Lowes agreed to a five year lease for 

125,000 square feet in Franklin Park.

CURRENT CONDITIONS

The market experienced its 43rd consecutive quarter of positive 
absorption.

Construction recorded over 5.9 million square feet delivered and 
17.7 million square feet currently under construction.

Amazon took occupancy of nearly 3.2 million square feet of space 

across the Chicago metro.

MARKET ANALYSIS

Asking Rent and Vacancy

Net Absorption (SF, Millions)

MARKET SUMMARY
Current 
Quarter

Prior
Quarter

Year Ago
Period

12 Month
Forecast

Total Inventory 1.14 BSF 1.13 BSF 1.12 BSF 

Vacancy Rate 6.6% 6.7% 6.8% 

Quarterly Net Absorption 6.86 MSF 3.46 MSF 6.55 MSF 

Average Asking Rent $5.85 $5.74 $5.71 

Under Construction 17.7 MSF 15.2 MSF 11.4 MSF 

Deliveries 5.9 MSF 4.8 MSF 5.7 MSF 
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NEW CONSTRUCTION
Construction activity continued seemed to be recession proof through 

the third quarter, with over 5.9 million square feet of deliveries. 

Amazon made up nearly 35% of the deliveries this quarter with two 

large fulfillment centers in the I-80 Corridor. The projects include a 1.0-

million-square-foot build-to-suit at Crossroads 55 and a 1.1-million-

square-foot speculative building located at I-55/Amoco Road. Both of 

these buildings will provide over 500 new jobs in the Channahon area. 

Currently, the market reports that there are 35 buildings under 

construction totaling 17.7 million square feet, the most since 2017. 

Most of the construction that commenced this quarter was located in 

the thriving South City submarket. Hilco started construction at 

Exchange 55; the 999,900-square-foot speculative building will be 

occupied by Target. NorthPoint Development also began construction 

on Buildings A and E at Commerce Park; these buildings are supposed 

to be completed in third-quarter 2021. Looking forward, there are many 

developments expected to start construction and be delivered next 

quarter spread throughout the metro area.

AMAZON
Amazon continued to be the darling of the industrial market, both at a 

national and local level. They contributed to almost half of the 

absorption that occurred in Chicago, taking occupancy at nearly 3.2 

million square feet of space across the Chicago metro and completed 

three more transactions for an additional 687,000 square feet of 

warehouse space. The company still has 4.0 million square feet of 

space leased that it plans to move into throughout the next 12 months. 

This is accounting for a shocking amount of the activity in the metro 

and keeping the market as healthy as it is. If it weren’t for Amazon’s 

3.2 million square feet of absorption, vacancy would have remained the 

same or slightly increased as the market delivered more square 

footage than what would have been absorbed. While this is fantastic 

for landlords right now, it leaves a certain amount of uncertainty 

throughout the market about what will happen if Amazon’s appetite for 

industrial space ever slows.

CAPITAL MARKETS
While industrial capital markets remained more active than other 

property types, the quarter still saw the lowest total volume completed 

for a quarter since 2013 at $423.1 million, according to Real Capital 

Analytics. Thanks to a stellar first quarter, the year-to-date total is still 

at $3.2 billion, but on pace to finish significantly lower than the last 

several years. Average cap rates did fall to 5.7%, the lowest in years, 

signaling investors’ comfort in the industrial market. IAC Properties

completed a transaction for 23 properties nationally, five of which were 

in Chicago. The largest Chicago-based property was 6800 Santa Fe 

Drive in Hodgkins, which is 951,000 square feet. The portfolio was sold 

for $700.5 million. Prologis purchased Interchange 55 Logistics Park 

this quarter from Macquire Real Estate for $98.0 million, or $73/SF. 

The park has two Class A buildings totaling 1.3 million square feet. Up 

in Wisconsin, MetLife purchased Fresenius Kabi’s new 590,000-square-

foot building for $92/SF from Venture One.

DATA CENTERS
The economic slowdown has forced companies to analyze IT spending 

in order to make sure it is invested correctly. But the shelter-in-place 

order and continued working-from home policies have meant that 

companies need to implement hybrid IT infrastructure to improve 

remote work capabilities. Social media companies, streaming content 

and cloud service providers have all leased more data center space, 

both nationally and in Chicago, as the demand for online content has 

increased. Chicago is the fourth largest data center market in the U.S. 

by capacity and is about to get even more significant as Facebook 

announced this quarter that it will build an $800.0-million data center in 

DeKalb. Renewable energy will power the 907,000-square-foot data 

center. The project will be located on 500 acres and employ as many as 

1,200 workers during the peak of construction. This will be Facebook’s 

12th data center.

LOOKING FORWARD
While the market was uncertain of what would happen during the third 

quarter following a slowdown in the second quarter, the fundamentals 

seem to be returning to normal as the market experienced declining 

vacancy, positive absorption and significant new construction 

groundbreakings. While the economic downturn will continue to impact 

Chicago thanks to several industrial occupiers, ecommerce, food and 

beverage, packaging and healthcare-related industries will drive 

demand in the market. In the long run, it will be interesting to see if 

developers continue with new construction development on the same 

speculative basis they have in the past. While the industrial market has 

fared the best of the commercial property types, uncertainty remains 

about upcoming months as many health experts are warning of 

additional outbreaks throughout the winter. But Chicago’s diverse 

economy, position as a transportation hub and competitive rental rates 

will help it remain a top industrial market.
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SELECT SALES TRANSACTIONS

Building Submarket Buyer Price/SF Square Feet

Interchange 55 Logistics Park I-55 Prologis $73 1,340,000

6800 Santa Fe Dr I-55 PGIM Real Estate $83 951,000

Stateline 94 Corporate Park - Building E Far North MetLife $92 590,525

601-605 Kingsland Dr I-88 Venture One $43 488,571

9000 W 192nd St I-80 Exeter $63 125,000

7725 S Harlem Ave South Cook FedEx $74 114,500

325 N Ashland Ave North City Tradelane Properties $150 80,000

LEASE/USER TRANSACTIONS

Tenant Building Submarket Type Square Feet

General Motors 1023 E Laraway Rd I-80 Direct 1,026,000

Ford Motors 11600 S Avenue O South City Direct 358,879

Amazon
Laramie Business Center 
Building I

West Cook II Direct 343,090

Design Pac Inc. 150 E Crossroads Pkwy I-55 Direct 253,918

Expeditors International 1200 Cherry Hill Rd I-80 Direct 251,598

Amazon 
Laramie Business Center 
Building II

West Cook II Direct 232,854

Logistics Plus Inc. 220 N York Rd O’Hare Direct 190,226

© NEWMARK KNIGHT FRANK  |  2020

AVERAGE ASKING RENT BY SUBMARKET

Average Asking Rent ($/SF)

VACANCY BY SUBMARKET

Vacancy Rate (%)
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SUBMARKET STATISTICS

Total Inventory 
(SF)

Under 
Construction 

(SF)

Total
Vacancy

Rate

Qtr
Absorption

(SF)

YTD
Absorption

(SF)

WH/Dist
Asking Rent
(Price/SF)

R&D/Flex
Asking Rent
(Price/SF)

Total
Asking Rent
(Price/SF)

Central/North DuPage 86,701,338 1,162,081 6.3 % 52,564 114,827 $4.71 $10.31 $5.86

Far North 118,882,029 4,442,568 6.7 % 557,011 1,104,320 $4.70 $8.14 $5.67

Fox Valley/North Kane 36,494,484 109,980 8.1 % -844,918 -648,325 $5.26 $7.66 $5.70

I-39 Corridor 30,599,849 1,600,000 9.5 % 414,688 477,188 $2.77 $3.50 $2.71

I-55 Corridor 110,732,718 - 7.4 % 817,028 2,797,293 $4.56 $10.79 $4.95

I-80 Corridor 101,182,285 5,499,494 10.2 % 4,712,000 4,428,846 $4.11 $8.67 $4.62

I-88 Corridor 70,830,365 - 6.6 % 1,275,376 1,820,557 $4.20 $11.22 $5.10

McHenry 18,859,297 - 3.0 % -86,814 -33,475 $5.96 $9.57 $5.49

Near North 54,851,581 - 5.0 % 163,153 383,748 $5.60 $10.91 $7.87

North City 72,423,242 - 5.8 % -350,361 -495,369 $6.74 $8.99 $9.15

Northwest 32,803,092 - 7.7 % -404,057 -23,557 $7.39 $8.70 $7.51

NW Indiana 22,665,816 - 6.3 % -96,263 -38,851 $3.77 $10.00 $3.65

O'Hare 122,386,649 243,415 7.2 % -185,153 -541,910 $5.83 $9.63 $6.92

South City 103,704,627 2,075,181 4.2 % -137,245 379,248 $6.63 $5.00 $5.30

South Cook 75,111,824 2,383,173 4.7 % -29,438 -87,941 $3.81 $8.65 $4.37

South DuPage 8,814,737 - 3.4 % 556,031 519,001 $2.07 $12.56 $7.74

West Cook I 67,163,141 224,135 5.8 % 402,642 1,747,904 $4.22 $11.84 $5.01

West Cook II 9,179,193 - 7.8 % 50,816 75,609 $5.26 - $5.26

Total 1,143,386,267 17,740,027 6.62% 6,867,060 11,979,113 $5.04 $9.33 $5.85

SUBMARKET STATISTICS BY SUBTYPE

Total Inventory (SF)
Under Construction 

(SF)

Total
Vacancy

Rate

Qtr
Absorption

(SF)

YTD
Absorption

(SF)

Total
Asking Rent
(Price/SF)

General Industrial 443,466,629 15,673,486 8.3% 7,426,470 13,094,734 $5.87

Incubator 42,829,451 - 2.2% (148,639) (69,613) $8.49

R&D/Flex 57,349,472 - 9.3% (599,462) (465,608) $9.33

Warehouse/Distribution 599,740,715 2,066,541 5.5% 188,691 (580,400) $5.04

Totals 1,143,386,267 17,740,027 6.6% 6,867,060 11,979,113 $5.85
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ECONOMIC CONDITIONS
The pandemic has had a serious and potentially long-lasting impact on 

the global and local economy. The measures that governments have 

taken to stem the spread of the virus are being felt at every level, and 

the U.S. record-long bull run has officially come to an end. The U.S. 

saw unemployment spike at record high levels, with 20.5 million jobs 

lost in April alone, the most since the Great Depression. The national 

unemployment rate hit its peak in April at 14.7%.

The summer months brought some relief to the unemployment rate as 

some tourist destinations, retailers and nonessential healthcare 

services reopened. These reopenings helped drive the U.S. rate down 

to 8.4% in August, still significantly higher than the start of the year 

when it was at 3.5%. According to Moody’s Analytics’s Back-to-Normal 

Index, the national economy is still only operating at 76.0% of its pre-

pandemic levels.

In Chicago at the end of 2019, unemployment was at a record low of 

2.8% and quickly jumped more than six times that to its peak of17.5% 

for April. The rate has fluctuated since falling in May and then rising 

again in June as limited restrictions and social unrest have rocked the 

city. Unemployment has fallen the last four months to its current level 

of 12.6%.

At the end of the third quarter, additional easing of the restrictions 

were announced, particularly for gyms and indoor dining. This comes 

just as the weather is starting to turn and questions about how the 

economy will fare through the winter months are on everyone's mind. 

The pandemic will certainly remain a drag on the economy as the lack 

of events, conferences, tourism and in-person school for Chicago 

Public School Students continues throughout the remainder of 2020. 

Chicago will have to lean on its position as a technology leader in the 

Midwest, diverse economy and transportation hub to help the long-term 

recovery.

3Q 2020 CHICAGO INDUSTRIAL MARKET

LAYOFF STATS 

IL Mass Layoffs (Initial Claims), August 2020

EMPLOYMENT GROWTH BY INDUSTRY

Chicago, Aug. 2020, 12-Month % Change, Seasonally Adj.

UNEMPLOYMENT RATE

Seasonally Adjusted, August 2020

CONSUMER PRICE INDEX (CPI)

All Items, 12-Month % Change, Not Seasonally Adjusted
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Newmark Knight Frank has implemented a proprietary database and our tracking methodology has been revised.  With this expansion and refinement in our data, there may be adjustments in 
historical statistics including availability, asking rents, absorption and effective rents. Newmark Knight Frank Research Reports are available at www.ngkf.com/research

All information contained in this publication is derived from sources that are deemed to be reliable. However, Newmark Knight Frank (NKF) has not verified any such information, and the same 
constitutes the statements and representations only of the source thereof, and not of NKF. Any recipient of this publication should independently verify such information and all other information 
that may be material to any decision that recipient may make in response to this publication, and should consult with professionals of the recipient’s choice with regard to all aspects of that 
decision, including its legal, financial, and tax aspects and implications. Any recipient of this publication may not, without the prior written approval of NGKF, distribute, disseminate, publish, 
transmit, copy, broadcast, upload, download, or in any other way reproduce this publication or any of the information it contains.
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