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ECONOMY: Port Volumes Above Pre-Pandemic Levels
Container volume at the Port of New York and New Jersey (PNYNJ) increased for the third consecutive month in May, with a 
total of 676,311 TEUs moved, bringing the year-to-date (YTD) volume to 3.1 million TEUs. Although this figure is down by 22.9% 
year-over-year (YOY), volume remained up from pre-pandemic levels. The PNYNJ transported 5.1% more cargo in May 2023 
than in May 2019. The recent decline can be attributed to the cooling economy and lingering inflation, pushing demand for 
goods down. On the other hand, the consistently strong U.S. employment report and stabilizing freight and energy costs hint 
the upward trend of shipment volume will persist.  

OVERVIEW: New Jersey Recorded Rare Quarter of Occupancy Losses as New Options Return to the Market   
New Jersey’s industrial market displayed ongoing market adjustments demonstrated last quarter. Overall net absorption 
during the quarter turned negative for the first time since 2013 as occupiers adapted to their evolving space requirements. As 
the economy transitioned from a period of stimulation, consumer demand slowed, which led to a buildup of aging inventory 
in warehouses as retailers scaled back. Although the economic situation impacted supply this year, recent leasing and tenant 
activity suggests demand will continue, and pricing will remain above pre-pandemic levels.

SUPPLY: Increased Sublease Space and Vacant Deliveries Added to New Supply    
During the second quarter, negative net absorption disrupted a ten-year streak of positive momentum and pushed vacancy 
higher to 3.9%. This overshadowed an otherwise positive outlook in the market, characterized by sustained rent growth and 
notable investment sales despite the current economic headwinds.

Negative absorption was widespread, with 16 out of the 20 major submarkets posting occupancy losses. Despite over  
5.0 million square feet (msf) of new leasing activity, the quarter recorded a net absorption figure of negative 3.4 msf, primarily 
driven by the return of several large blocks of space to the market. Although the vacant sublease space doubled to 3.8 msf from the 
previous quarter, strong rent growth over the last five years motivated certain landlords to take over select vacant sublets to achieve 
current market lease rates. For instance, Bed Bath & Beyond’s 607,417 square foot (sf) space in Woodbridge, initially marketed for 
sublease, is currently available for direct lease. Moreover, a notable trend has emerged with some sublessors offering short-term 
leases, typically between two and three years, indicating occupiers’ intent to reclaim the space as consumer demand improves. 

The vacancy rate increased for the fourth consecutive quarter to 3.9%. The 100-basis point rise from the last quarter can be 
attributed to the inclusion of recently completed product delivered vacant. The Port South submarket displayed the largest YOY 
vacancy increase–up 770 basis points (bps) to 8.6%, driven by 2.1 msf of completed projected delivered vacant YTD in 2023. 
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DEMAND: Class A Properties in Central New Jersey Drive Demand
While leasing activity tapered during the second quarter, several notable lease transactions occurred, signifying 
sustained demand for Class A space in New Jersey. Quarterly new leasing activity for all industrial product 
totaled 5.3 msf, bringing the YTD figure to 11.3 msf, down 16.8% compared to the same period last year. 
The longer lease process has slowed demand during the first half of the year; however, several new leases 
underscored persistent demand for modern product. LVMH’s new 886,826-sf lease at 258 Prospect Plains Road 
removed the largest block of vacant space in Exit 8A. In total, seven of the top ten new leases occurred within 
Class A product.

Central New Jersey (CNJ) continued to attract the majority of demand within the state, accounting for 66.0% 
of new leasing activity. Since 79.8% of the Class A inventory is in CNJ, this region will continue to drive increased 
demand for modern product. The top five new transactions occurred in core CNJ submarkets–Exit 8A and  
Exits 7A/8, with I-287/Exit 10 also recording strong activity.    

PRICING: New Completions Boost Average Asking Rents 
The average asking rent remained above $16.00 per square foot (psf) for the second consecutive quarter, 
rising 25.6% YOY to $16.91 psf. Segmenting by property type, warehouse/distribution space pricing reached 
$17.15 psf and increased by 24.3% from this time last year. The surge in rates can be primarily attributed to new 
construction deliveries priced above the market average.    

It is important to note that as higher-priced blocks are leased, the market may see a drop in pricing, particularly 
if demand for newly delivered product persists. However, any potential short-term declines in asking rents 
should not be interpreted as a reflection of current market fundamentals, as taking rental rates and pricing for 
newly constructed properties continues to rise. 

CONSTRUCTION: Wave of New Deliveries is Met With Slower Pace of Construction Starts
More than 3.0 msf of new construction was delivered in Northern and Central New Jersey during the second 
quarter, propelled by projects in the Port South and Meadowlands submarkets, which comprised 35.2% and 
24.8% of the total deliveries, respectively. The Exit 9 submarket boasts the highest share of current projects 
under construction, with 3.0 msf currently in development. With more than 10.0 msf of new construction slated 
to deliver by year-end, robust demand must persist to keep the vacancy from increasing further. 

While construction starts reached a high of 14.2 msf in 2022, they have decelerated to 4.9 msf in the first half 
of 2023. Factors such as the capital environment, limited availability of land, and challenges associated with 
entitlements have contributed to the constraints on groundbreakings this year. While some notable projects 
remain in the pipeline, new construction starts are anticipated to remain below recent record highs.    
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Outlook

• New leasing activity is anticipated to revert to pre-pandemic levels through the end of the year.

• While the market is on pace for another year of double-digit rent growth, expect the growth rate to be 
moderated in the next 12 to 24 months.  

• Building features will be an important factor to occupiers as additional Class A space and new construction 
options enter the market. 
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KEY LEASE TRANSACTIONS Q2 2023
PROPERTY SF TENANT PROPERTY TYPE SUBMARKET LEASE TYPE

258 Prospect Plains Road 886,826 LVMH Warehouse/Distribution Exit 8A New Lease

16 Applegate Drive 480,425 S&S Activewear Warehouse/Distribution Exit 7A/8 Renewal*

1-5 Plant Road 202,000 United Wire Hanger Warehouse/Distribution Meadowlands New Lease

148 Princeton Hightstown Road 167,500 Getinge Warehouse/Distribution Exit 7A/8 New Lease

17 South Middlesex Avenue 165,458 Summit Packaging Warehouse/Distribution Exit 8A Renewal*

*Renewals not included in leasing statistics

KEY PROJECTS UNDER CONSTRUCTION
PROPERTY SF DEVELOPER PROPERTY TYPE MAJOR TENANT SUBMARKET
Jake Brown Road – Building 3 818,400 2020 Acquisitions Warehouse/Distribution N/A Exit 9

1160 State Street – Building B 800,000 Bridge Development Warehouse/Distribution N/A I-287/Exit 10

30 Sigle Lane 674,209 Heller Industrial Parks Warehouse/Distribution N/A Exit 8A

85 Main Street 654,640 Rockefeller Group Warehouse/Distribution N/A Exit 9

1 Malcolm Avenue 515,421 Hartz Mountain Warehouse/Distribution N/A Meadowlands

MARKET STATISTICS
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Bergen County 86,922,046 4.9% 1,528,851 -937,302 -875,147 1,202,948 1,425,419 $19.10 $13.46 $18.74 

Essex County 48,411,075 4.2% 572,117 -218,556 -382,571 223,872 426,352 $15.20 $14.24 $18.47 

Hudson County 77,665,076 5.2% 744,016 -467,471 -758,706 0 870,496 $21.17 $21.17 $18.99 

Morris County 40,684,996 2.7% 237,752 -303,228 -173,217 784,457 40,180 $15.38 $15.25 $13.96 

Passaic County 42,334,796 2.6% 164,269 -379,296 -562,400 25,714 0 $14.51 $14.68 $13.40 

NORTHERN NJ TOTAL 296,017,989 4.20% 3,247,005 -2,305,853 -2,752,041 2,236,991 2,762,447 $16.62 $14.69 $18.06

Mercer County 34,405,672 5.9% 1,779,810 31,305 1,202,752 989,510 368,575 $13.84 N/A $13.07 

Middlesex County 223,176,248 3.1% 4,350,176 -1,167,041 -813,005 7,822,391 1,633,176 $13.35 $13.56 $16.59 

Monmouth County 14,772,225 6.7% 122,285 -109,093 9,848 171,940 609,082 $12.94 $13.48 $14.24 

Somerset County 32,467,816 2.8% 449,786 -64,543 553,248 804,618 524,964 $16.29 $18.00 $14.54 

Union County 60,725,041 4.3% 1,397,334 184,442 479,031 571,765 1,139,235 $22.00 $14.05 $20.48 

CENTRAL NJ TOTAL 365,547,002 3.7% 8,099,391 -1,124,930 1,431,874 10,360,224 4,275,032 $13.78 $13.78 $13.78

NEW JERSEY TOTALS 661,564,991 3.9% 11,346,396 -3,430,783 -1,320,167 12,597,215 7,037,479 $14.95 $14.31 $17.15
 
*Rental rates reflect weighted net asking $psf/year 
**Leasing activity totals do not include renewals

HT = High Tech/Flex  MF = Manufacturing  W/D = Warehouse/Distribution
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