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ECONOMY: Unemployment Drops to 3.3% Even As Interest Rates Continue to Rise
Metro Denver’s unemployment rate fell for the sixth consecutive quarter in the third quarter 2022, ending September at 3.3%. While 
this marked a 200-basis-point (bps) drop year-over-year (YOY), post-pandemic economic recovery now faces new headwinds from 
interest rate hikes aimed at curbing inflation. The Fed raised its benchmark rate by 75 bps in September, marking the fifth rate hike 
since March of 2022. Fed Chairman Jerome Powell announced in August that The Federal Open Market Committee is resolved to 
get inflation—which is currently just under 8.3%--down to 2.0%, a likely indication that rates will be raised by at least another 125 
bps before the end of 2022. 

SUPPLY: 5-year High Vacancy Rate Fueled by Busy Quarter for Completions
Third quarter 2022 followed the previous quarter’s shift to rising vacancy rates for industrial product: the overall vacancy rate 
experienced a quarter-over-quarter (QOQ) increase of 70 bps to end third quarter 2022 at 6.7%. Direct vacancy rates continued 
the trend of rising vacancy rates, increasing 65 bps to end the third quarter 2022 at 6.4%. Both overall and direct vacancy rates 
were up on a YOY basis as well, rising a more-modest 40 bps and 15 bps, respectively. The third quarter rate of 6.7% marks a 
five-year high for overall vacancy rate for industrial product in the Denver market. With the construction pipeline swelling to a 
market-high 10.3 million square feet (msf) in the second quarter 2022, the majority of which was being developed on a 
speculative basis, a rise in vacancy was to be expected. Nonetheless, the inflated overall vacancy rate is a deceiving indication 
of demand in the market, as overall absorption enjoyed a strong third quarter.

PRICING: Denver Industrial Market Strength Gives Lift to More Rent Hikes
Metro-wide asking rates experienced growth on both an overall and direct basis in the third quarter 2022. Direct asking rates 
increased by $0.35 per square foot (psf) QOQ to an average of $10.85 psf on a triple net (NNN) basis, and overall asking rates 
rose by $0.30 psf QOQ to an average of $10.70 psf NNN. This marked the sixth consecutive quarter of increases for the two 
metrics. On a YOY comparison, asking rates climbed higher by $1.08 psf on a direct basis and $0.95 psf on an overall basis. 
Despite the rise in vacancy the last two quarters, it’s clear that landlords continue to find themselves in a favorable position, 
evidenced by the persistent growth in asking rates despite changes in vacancy rates. Further, Denver landlords are pairing 
upticks in annual rent escalations with their rising asking rates, following a trend active in other healthy industrial markets across 
the country. 
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ACTIVITY: Leasing Activity Recedes after Surging Second Quarter
The third quarter 2022 represented a sharp drop-off in industrial leasing activity in comparison to the previous 
quarter, with 1.8 msf in leasing activity. This quarter’s total is less than half of the activity registered throughout the 
second quarter, which saw a total of 4.1 msf of leasing activity. While the 8.1 msf in leasing activity year-to-date 
(YTD) falls short of 2021’s record breaking year, it is otherwise the largest total for third quarter YTD leasing activity 
in a five-year span. The two largest new lease signings of the quarter were ACME distribution’s 138,000 square foot 
(sf) lease at Peoria Business Center, Building 2 and Best Buy’s 99,000-sf lease at Prologis Park 70, Building 15, 
both in the Northeast market.

ABSORPTION: Delayed Move-Ins from Quarters Past Finally Occupy
After net absorption in the second quarter 2022 was heavily impacted by a planned 1.3-msf move-out, the third 
quarter 2022 rebounded by recording more than quadruple the previous quarter’s total to reach 1.6 msf of overall 
net absorption. Given that many of the larger leases set to commence in second quarter were pushed back one or 
two quarters, the increase QOQ in net absorption is not surprising. Multiple sizeable move-ins defined absorption 
activity in third quarter with only a few move-outs to counteract their imposing effect. The most notable of the quarter 
was Hawthorne Hydroplonics’ 201,100-sf move-in at Highpoint Logistics Park, Building 1B in the Northeast market. 
Although YTD overall net absorption is down on a YOY basis, it’s essential to note that 2021 was extraordinary due 
to a hefty built-to-suit (BTS) pipeline, and demand for industrial product in 2022 remains steady.

CONSTRUCTION: Ballooned Under-Construction Pipeline Deflates with Deliveries
The under construction pipeline for industrial properties in the Denver metro finally deflated quite a bit in third 
quarter 2022. The third quarter saw 3.3 msf of new space deliver, largely contributing to the increases in direct and 
overall vacancy rates. The most sizeable delivery of the quarter were buildings 1 & 2 of Central Park Logistics 
Center which collectively totaled 693,000 sf. Also worth mentioning is the completion of a 585,000-sf cross-dock 
facility at First Aurora Commerce Center in the Northeast market. As for the under-construction pipeline, third 
quarter 2022 saw a QOQ decrease of roughly 3.0 msf to end the quarter at 7.1 msf; this represents an increase of 
500,000 on a YOY scale.

SALES: Capital Markets Activity Slows Due to Extreme Market Volatility
As was to be expected with rising interest rates, the third quarter 2022 recorded a mere $157 million in total sales 
volume, or approximately 30% of second quarter 2022’s total of $532 million. Only 19 transactions were recorded, 
the largest of which was a 262,000-sf property located at 4221 Monaco Street in the Central submarket which sold 
for $18 million, or $69 psf. Activity was scaled down as a direct result of rising interest rates putting upward pressure 
on cap rates, causing investors to pull back to wait for some of the uncertainty in the market to settle out.

ABSORPTION VS. RENT

OVERALL VACANCY

0

5,000,000

10,000,000

15,000,000

20,000,000

2018 2019 2020 2021 2022

Q1 Q2 Q3 Q4

1.0%

2.0%

3.0%

4.0%

5.0%

6.0%

7.0%

2017 2018 2019 2020 2021 2022

Historical Average : 5.6%

LEASING ACTIVITY

OUTLOOK:
•Numerous occupancies originally planned for the second quarter 2022 that were pushed back finally 

commenced, yielding a comparatively-strong quarter for overall net absorption: look for a similar trend to continue 

into the fourth quarter 2022.

•The 3.3 msf in speculative deliveries during the third quarter 2022 has yielded a five-year high in the overall 

vacancy rate, a trend which may continue due to low pre-leasing activity, despite steady demand in the market.

•After a quiet second quarter 2022 with no new construction starts, several prominent projects totaling 2.9 msf

broke ground in the third quarter 2022, with the pipeline likely to expand over the next several quarters.

•Interest rate hikes aimed at counteracting a concerning inflation rate have brought concerns over a possible 

recession to the forefront, a factor which may affect both leasing and sales activity in the coming quarters.
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Central 44,473,421 2,609,884 5.9% 96,579 816,833 1,071,861 472,800 288,524 $10.87 $14.08 $9.42

Northeast 117,430,456 9,594,812 8.2% 1,195,628 1,302,109 4,564,651 4,912,600 2,537,383 $5.39 $10.50 $8.24

Northwest 47,957,062 2,553,695 5.3% -29,099 435,356 1,339,577 945,517 83,615 $11.61 $13.45 $12.76

Southeast 23,453,360 2,096,955 8.9% 216,637 537,363 842,274 743,876 500,968 N/A $12.44 $9.98

Southwest 26,434,866 545,427 2.1% 113,623 162,308 331,213 0 - $8.70 $11.35 $10.27

Grand Total 259,749,165 17,400,773 6.7% 1,593,368 3,253,969 8,149,576 7,349,785 3,410,490 $9.08 $12.76 $9.41

PROPERTY MARKET TENANT SF TRANSACTION TYPE 

Peoria Business Center – Bldg. 2 Northeast ACME Distribution 138,066 New Lease

Prologis Park 70 – Bldg. 15 Northeast Best Buy 99,233 New Lease

Eastpark 70 – Bldg. 5 Northeast Rhino Rack 98,479 New Lease

12555 East 39th Avenue Northeast Southern Tire Mart 91,625 New Lease

KEY LEASE TRANSACTIONS Q3 2022

PROPERTY MARKET SELLER / BUYER SF $Price $Price/SF

4221 Monaco Street Central 4221 Monaco Street LLLP / Conscience Bay Company 261,960 $18,000,000 $69

17195 East 85th Avenue Northeast Becknell / Scout Capital Partners 170,500 $21,385,100 $125

Rocky Mountain Business Center Northeast Artis REIT / PAULS 137,868 $30,350,000 $221

5180 Fox Street Central Brennan Investment Group / KOAR Institutional Advisors 75,461 $10,811,805 $143

KEY SALE TRANSACTIONS Q3 2022

PROPERTY SUBMARKET MAJOR TENANT SF OWNER/DEVELOPER

Central Park Logistics Center – Bldgs. 1 & 2 Northeast n/a 693,460 Brookfield

First Aurora Commerce Center – Bldg. E Northeast n/a 588,085 First Industrial

Highpoint Logistics Park – Bldg. 1B Northeast Hawthorne Hydroplonics 541,840 Hyde Development

KEY CONSTRUCTION COMPLETIONS Q3 2022

*Rental rates reflect weighted NNN asking $/psf/year
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