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ECONOMIC OVERVIEW: Growth Mode Activated
The Richmond region closed another active year, and as it continues to rack up accolades for job growth and economic
development, the region has also been named as one of the nation’s tech hubs for its pharmaceutical manufacturing alliance.
Mixed-used redevelopment of obsolete malls is on the rise with the opening of the $50 million Henrico Sports & Events Center —
already a hub for indoor court sports — and continued expansion at Regency, including a new pickleball venue. Construction is
underway at the new Timmons headquarters at District 60 in Chesterfield County, and CoStar broke ground on its new 750,000-
square-foot (sf) downtown office tower. Dramatic enhancements to regional transit are on the horizon as well. The US Department
of Transportation has granted more than $1.7 billion to speed and expand passenger rail service between Washington, Richmond,
and Raleigh, North Carolina, and the associated track improvements will support the flow of people as well as goods within the state
and along the entire East Coast.

SUPPLY AND DEMAND: Construction Pipeline Revamp

The year closed with overall industrial vacancy up 30 basis points (bps) year-over-year (YOY) and down 20 bps quarter-over-quarter
(QOQ). While deliveries dropped after the historic highs reached in 2022 to top 2.1 million square feet (msf) in 2023, net absorption
kept pace, closing the year at 1.9 msf. Construction starts have slowed in comparison to the record-breaking numbers of the last few
years, but the pipeline remains healthy with just under 5.6 msf currently in development. Projects in the current construction pipeline
are 59.1% preleased, the result of more speculative product breaking ground. New deliveries have topped 14.5 msf since the start of
2020, an inventory expansion of 13.2% and a sum greater than the total product built in the 15 years prior. Net absorption hit 13.5 msf
in the same timeframe, further evidence of the pent-up demand for new product and sustained interest in the market. Leasing activity
dipped in the fourth quarter and ended the year at a healthy 5.5 msf, within striking range of 2022 totals and well above pre-pandemic
historic averages.

PRICING: Rates Press Upward

Lease rates continued their historic climb, closing the year up 18.3% YOY overall and up 67.3% since the start of 2020. Class A
rates have effectively doubled in the last decade for second generation space, a result of both the limited supply and dramatic rise
in industrial demand since the start of the pandemic. The manufacturing sector, which accounts for 23.3% of the total inventory,
has seen the greatest increase with rates up 34.0% since the start of the year amid a mere 1.1% vacancy rate. Despite the
financing constraints of the past year, sales volume topped $675.5 million with average pricing over $100 per square foot (psf),
comparable once again to 2022 numbers. The third quarter portfolio sale of 14 buildings totaling 2.4 msf from Prologis to LBA
Realty for $250 million was the largest transfer of the year.
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SUBMARKETIQUADRANT o TOTAL  INVENTORY  OVERALL ~ OVERALL ~  Gvigalner IDOVERALL NET  UNDER ONSTR  \yeiGuTEDAVG — WEIGHTEDAVG  WEIGHTED AVG
ABSORPTION (SF) NET RENT (MF) NET RENT (OS) NET RENT (W/D)
Downtown 4 135,326 0 0.0% 0 0 0 - - -
Northeast 176 14,985,659 486,126 3.2% 24,224 26,745 1,142,764 - - $10.60
Northwest 331 23,096,571 963,590 4.2% -86,943 1,765,411 867,587 $10.50 $10.60 $11.08
Southeast 161 23,906,567 290,083 1.2% 166,909 290,772 1,690,000 - $10.95 $6.58
Southwest 458 48,188,360 1,629,162 3.4% 96,555 -174,474 946,178 $7.51 $6.43 $7.01

RICHMOND, VA TOTALS 110,312,483 3,368,961

200,745

1,908,454

4,646,529

Data includes industrial facilities with a minimum 20,000 square feet total.

KEY LEASE TRANSACTIONS Q4 2023
PROPERTY SUBMARKET
2301 Commerce Rd (Deepwater Industrial Park) Jeff Davis Corridor
2700 Distribution Dr (Airport Distribution Center) Airport
2626 N Hopkins Rd Jeff Davis Corridor
12075 Harley Club Dr (Northlake I1) 1-95 North/Ashland

3310 Deepwater Terminal Rd Jeff Davis Corridor

KEY SALES TRANSACTIONS Q4 2023
PROPERTY SUBMARKET
Deepwater Industrial Park (Buildings A & C) Jeff Davis Corridor
Cardinal West (10484 Cedar Ln) 1-95 North/Ashland
4700 Bethlehem Rd

13301 Grover Ct 1-95 S/1-295 S/Rt 10

KEY CONSTRUCTION PIPELINE 2023

PROPERTY SUBMARKET

Meadowville Technology Park 1-95 S/1-295/Rt 10
Carmel Church Business Center Caroline County
North Richmond Industrial Park (Bldg 2) 1-95 North/Ashland
Ashton Creek Distribution Center 1-95 S/1-295 S/Rt 10
Lakeridge Logistics Center (1 & 2) 1-95 North/Ashland

Ashton Logistics Park (II) 1-95 S/1-295 S/Rt 10

Scott's Add/West End

STATUS
Under Construction
Under Construction
Under Construction
Under Construction
Under Construction

Under Construction

MF = Manufacturing OS = Office

Service/Flex W/D = Warehouse/Distribution

TENANT RSF TYPE
Star Pipe Products 119,470 New
Tucker Door & Trim 96,117 New
Shipvine South 78,000 New
Johnston Paper Co. 50,221 New
Musket Corporation 37,500 New
SELLER / BUYER SF PRICE/$ PSF
Hourigan Group / Matan Inc. 321,724 $40.2M/$125
Scannell Properties / Cooperative Electric Energy 186,900 $30.8M/$165
Brennan Investment Group / Sledd Properties 171,000 $8.8M/$51
Martha 1985 Chester LLC / Saia Motor Freight Line 63,051 $9.4M/$149
MAJOR TENANT SF OWNER/DEVELOPER
LEGO Group 1,700,000 LEGO Group
(Spec) 325,500 Lingerfelt
(Spec) 315,000 MacKenzie
(Spec) 173,800 Lingerfelt
(Spec) 249,500 Wigeon Capital
(Spec) 84,721 Lingerfelt
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Cushman & Wakefield (NYSE: CWK) is a leading global real
estate services firm that delivers exceptional value for real
estate occupiers and owners. Cushman & Wakefield is

ﬂ A among the largest real estate services firms with
approximately 52,000 employees in over 400 offices and 60
SOUTHWEST _ / cbuntries. In 35022, the firm hiad revenue of $10.1 billion
QUADRANT ’ \  SOUTHEAST across core services of property, facilities and project
Richmond QUADRANT management, leasing, capital markets, valuation and other
‘ Marine g services. It also receives numerous industry and business
|| Terminal accolades for its award-winning culture and commitment to
Diversity, Equity and Inclusion (DEI), Environment, Social and
Governance (ESG) and more. For additional information, visit
www.cushmanwakefield.com or follow @CushWake on
Twitter.
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