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Rt. 287/Exit 10 leads leasing, 
net absorption

New Jersey Industrial, Q2 2018
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*Arrows indicate change from previous quarter.
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Availability Rate
7.0%

Leasing Velocity
5.89 MSF

Average Asking Lease Rate
$7.00 PSF

Net Absorption
527,623 SF

• Despite more than 11 million sq. ft. under 
development, lack of supply continues to restrain 

leasing activity, especially buildings greater than 

600,000 sq. ft.

• Nearly two million sq. ft. of space was delivered 

in the second quarter, 64.0% of which was 
pre-committed.

• At $7.00 per sq. ft., the market’s average asking 
lease rate again reached a new peak. 

• Net absorption for the market overall was again 
positive and year-to-date, now exceeds one 

million sq. ft.

• Due to the Bayonne Bridge Navigational Clearance 

project, the Port of New York and New Jersey has 

experienced greatly increased activity.

Figure 1: Q2 2018 Notable Transactions

Size (sq. ft.) Tenant Address City Type

450,330 Clutter 1065 Cranbury South River Road Monroe Township New Lease

371,995 L.A. Enterprises 1 Costco Way Monroe Township Renewal

361,489 Net-a-Porter 125 Delawanna Avenue Clifton New Lease

318,389 Freeze 473 Ridge Road Dayton New Lease

283,768 HW Farren Holdings 1 Phillips Place Ledgewood Renewal

Source: CBRE Research, Q2 2018.

MARKET OVERVIEW

In an enduring sign of the market’s strength, 
leasing velocity closed out the second quarter at 
5.9 million sq. ft., a 23.2% increase year over year.
Continuing a trend from the beginning of the 
year, third-party logistics providers (3PLs) drove 
the market, along with apparel manufacturers and 
distributors. As e-commerce sales continued to 
intensify, sustained supply shortages remained 
despite a robust construction pipeline of 11.4 
million sq. ft. across 31 buildings. Further 
inhibiting market equilibrium is the on-going 
trend of construction pre-leasing with 47.2% of 
new product under development being spoken for 
prior to delivery. For the second quarter, 1.9 
million sq. ft. of new product was delivered, 
bringing seven new buildings to the market. 
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However, with virtually two-thirds being pre-
committed, only 700,000 sq. ft. of new availability 
hit the stats in this quarter, making a minimal 
dent in overall market availability. With the 
continued inability of supply to keep up with 
demand, owners pushed average asking rates to 
$7.00 per sq. ft., another new record for the 
market.

ECONOMY

The unemployment rate for New Jersey fell 0.1 
percentage points in May 2018 to 4.4%, marking 
the second consecutive month in which the rate 
has declined. This continues to lag the U.S. rate 
which ended May at 3.8%, and the New York City 
rate, which stood at 4.2%. While the rate is 
essentially flat compared to a year ago, New Jersey 
has made substantial progress since the 
unemployment rate peaked at 9.8% in November 
2009 through January 2010. Since the low point of 
the recession in February 2010, New Jersey’s 
private-sector employers have added a total of 
372,900 jobs.

In May, the state posted employment increases in 
seven out of nine major private industry sectors, 
led by professional and business services (+2,400) 
and financial activities (+1,900). In addition, 
transportation and warehousing employment (a 
subset of trade, transportation and utilities) rose 
to 204,800 jobs, reflecting strong monthly and 
annual improvements of 5,500 and 18,600 jobs, 
respectively. 
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As has been well documented, truck drivers and 
warehouse workers are currently in high demand 
due to continued increases in e-commerce sales.

Nationally, despite growing concerns over the 
effects of a potential trade war and elevated oil 
prices, the economy continues to show more signs 
of strength than weakness. Of critical importance 
to the industrial market, adjusted estimates of 
U.S. retail and food services sales for May 2018 
were $502.0 billion, 5.9% above the total for May 
2017. In addition, the Census Bureau announced 
estimated U.S. retail e-commerce sales for the first 
quarter of 2018 was $123.7 billion, an increase of 
3.9% from the fourth quarter of 2017. This is 
reflected in the widely used Cass Freight Index, 
which measures monthly freight activity: through 
May it has increased for four consecutive months 
and has exceeded the rate from June 2007 for the 
first time. 

PORT

The Port of New York and New Jersey is the largest 
port on the East Coast of North America, and the 
third-largest in the U.S. One indication of the 
port’s economic value to the region is the nearly 
$8.5 billion in federal, state and local tax revenues 
it generates. In addition, port-related enterprises 
support roughly 400,000 jobs representing 
approximately $25.7 billion in annual wages.

In June of this year, the port celebrated the one-
year anniversary of the raising of the Bayonne 
Bridge. The bridge now enjoys a navigational 
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Figure 2: Loaded Containers in TEUs and Total ExpressRail Lifts by Month

Import TEUs Export TEUs Total TEUs Total

Loads Empties Loads Empties Loads Empties Total Rail Lifts

YTD May 2018 1,447,087 6,457 626,884 744,675 2,073,971 751,132 2,825,103 260,305

TYD May 2017 1,335,722 9,261 570,402 729,684 1,906,124 738,945 2,645,069 223,298

% Change 8.30% -30.30% 9.90% 2.10% 8.80% 1.60% 6.80% 16.60%

Source: PONYNJ Terminal Operator and Facility Rail Data.
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clearance of 215 feet which has allowed larger 
ships to pass, which in turn has led to record cargo 
volume. The volume of import cargo containers 
(TEUs) filled with commodities increased by 
10.1% during the first four months of 2018, 
exceeding the U.S. average (7.2%) and the East 
Coast average (6.4%) for that four-month period.

LEASING

At 5.9 million sq. ft., second quarter leasing 
velocity was down slightly, declining 4.9% from 
the first quarter. It was also 1.6% below the five-
year quarterly average, despite a 23.2% 
improvement on a year-over-year basis. As in the 
first quarter, new activity was hampered by on-
going supply shortages, with new construction 
struggling to keep pace with strong demand, 
particularly from third-party logistics providers 
(“3PLs”).  With e-commerce sales continuing to 
surge – for example, 27% of all apparel sales now 
take place online – the lack of supply will likely 
effect the market for a while.

Three submarkets ruled the leasing landscape in 
the second quarter, accounting for 66% of total 
velocity with a combined 3.9 million sq. ft. The 
greatest volume of all was in the Rt. 287/Exit 10 
submarket at a shade under two million sq. ft., 
followed by Exit 8A with just over one million sq. 
ft. Both are in Central New Jersey. They, in turn, 
were followed by the Meadowlands, in Northern 
New Jersey, at 850,000 sq. ft., where proximity to 
New York City is a key element in the submarket’s 
success. The strong showing by these submarkets 
is reflected in the fact that they represented an 
impressive 23 of the quarter’s top 25 leases, 12 in 
Exit 8A, five in Rt. 287/Exit 10 and three in the 
Meadowlands.

For the second consecutive quarter, 3PLs and 
warehousing companies dominated individual 
leasing, representing eight of the 10 largest leases 
signed over the past three months.  
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The single largest lease was Clutter, Inc.’s 450,000 
sq. ft. transaction at 1065 Cranbury South River 
Rd. in Monroe Township (Exit 8A).  Other major 
leases included L. A. Enterprises, a packaging 
services company, at 1 Costco Way in Monroe 
Township; Yoox Net-a-Porter, an Italian online 
fashion retailer at 125 Delawanna Ave. in Clifton; 
and Freeze, a manufacturer of private label 
clothing, at 473 Ridge Road in Dayton.  Looking 
ahead, current demand in the market is coming 
most heavily from e-commerce companies, with 
an emphasis on those based in Asia, apparel 
manufacturers, 3PLs, retailers and food & beverage 
distributors.

Figure 3: Quarterly Leasing Activity

Source: CBRE Research, Q2 2018.
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Figure 4: Annual Leasing Activity

Source: CBRE Research, Q2 2018.
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NET ABSORPTION AND AVAILABILITY

Net absorption for the New Jersey industrial 
market was slightly less than in the first quarter, 
but still a positive 528,000 sq. ft. This brought the 
total at the year’s halfway point to slightly below 
1.1 million sq. ft. Northern New Jersey was clearly 
the quarter’s stellar performer, tallying a bit more 
than 1.3 million sq. ft. of absorption for the 
quarter, completely reversing its first quarter 
performance and bringing total net absorption 
year-to-date to a positive 283,000 sq. ft. By 
contrast, Central New Jersey ended the second 
quarter at a negative 787,000 sq. ft. However, a 
strong first quarter resulted in positive net 
absorption in Central New Jersey of 783,000 sq. ft. 
at the midway point of 2018.

Among the submarkets, far and away the strongest 
performance was turned in by Rt. 287/Exit 10 with 
more than 930,000 sq. ft. of net absorption. Year-
to-date this submarket has recorded more than 1.5 
million sq. ft. of positive absorption, highest of all 
submarkets. Rt. 287/Exit 10’s location, just south 
of Port Newark & Port Elizabeth, it’s number of 
large warehouses, and favorable rental rates have 
all led to continued strong demand. For the 
second quarter, the next four highest totals were 
produced by Meadowlands (527,000 sq. ft.), North 
West Bergen (353,000 sq. ft.), Central Bergen 
(122,000 sq. ft.) and Fairfield (62,000 sq. ft.).  
North West Bergen and Meadowlands have been 
consistently strong in 2018 and rank second and 
third respectively for net absorption through the 
first half of the year.

Quarter-over-quarter, the availability rate for the 
New Jersey industrial market increased by 20 basis 
points (bps) to 7.0%. The rate was down 20 bps 
year-over-year and easily bested the five-year 
average of 8.3% by 130 bps. Central New Jersey was 
the superior of the two submarket clusters, 
recording a rate of 6.4% for the quarter compared 
to 7.6% for Northern New Jersey. Overall, 14 
submarkets saw a reduction in their availability 
rates quarter-over-quarter.   
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Figure 5: Quarterly Absorption

Source: CBRE Research, Q2 2018.
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Figure 6: Quarterly Availability

Source: CBRE Research, Q2 2018.

Figure 7: Annual Availability

Source: CBRE Research, Q2 2018.
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Among submarkets that experienced rising 
availability, two of the more notable were 
Carteret/Avenel, which rose by 300 bps and Exit 
8A, which increased by 150 basis points (bps), both 
driven by large blocks of space in existing product 
coming to market. Within the Exit 8A submarket, 
four large availabilities hit during the second 
quarter, adding 1.05 million sq. ft. to available 
inventory. The largest of these was 115 Interstate 
Boulevard in South Brunswick, a 526,000 sq. ft. 
warehouse facility. In the Carteret/Avenel 
submarket, three large blocks totaling more than 
418,000 sq. ft. became available during the second 
quarter, led by 156,000 sq. ft. at 5 Paddock Street 
in Avenel.

AVERAGE ASKING LEASE RATE

Given the general lack of supply, the average 
asking lease rate for the New Jersey industrial 
market has continued to rise. Average asking rates 
increased by $0.08 per sq. ft. quarter-over-quarter 
and $0.48 per sq. ft. year-over-year, reaching yet 
another all-time high watermark of $7.00 sq. ft.  
The current rate was also $1.07 per sq. ft. above 
the five-year average for the market.  

Looking at the three largest submarkets, second 
quarter results displayed some variation. Taking 
the Meadowlands first, being furthest north of the 
three, the average asking lease rate ended the
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Figure 8: Quarterly Asking Rate

Source: CBRE Research, Q2 2018.
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quarter at $8.50 per sq. ft., a 2% increase over the 
first quarter and a 7% increase from the second 
quarter of 2017. This represents a 20% growth rate 
since its peak in 2006. Contrary to what has been 
seen in other submarkets, second generation 
product is driving the rates for new construction, 
as high as $12.00-$14.00 per sq. ft. in the case of 
one private developer. In the Rt. 287/Exit 10 
submarket, the average lease rate of $6.45 per sq. 
ft. was fundamentally flat compared to the prior 
quarter, but up 3% from same period a year earlier 
and 13% above its 2008 peak. Finally, Exit 8A 
ended the second quarter at $6.58 per sq. ft., a 9% 
increase over the first quarter and 22% greater 
than at its height in 2007.

With strong demand from food and beverage 
manufacturers and distributors, as well as life 
sciences companies, there has been a particularly 
short supply of refrigerated space, leading to 
continued upward pressure on lease rates.  
Consequently, the average for such space on a 
direct basis increased by $0.55 per sq. ft. year-over-
year, rising from $9.14 in the second quarter of 
2017 to $9.69 per sq. ft. a year later.  

CONSTRUCTION

The second quarter ended with 31 individual 
buildings under construction, 25 in Central New 
Jersey and six in Northern New Jersey. This has 
resulted in 11.4 million sq. ft. of new product in 
the pipeline, approximately 47.0% of which has 
been pre-leased. The largest of these projects is 1 
Brickyard Road in Cranbury at more than 1.3 
million sq. ft.  Other projects exceeding 500,000 
sq. ft. include 173-268 Doremus Avenue in Newark 
(871,000 sq. ft.), 67-71 Blanchard Street in Newark 
(706,000 sq. ft.), 152 Route 206 in Hillsborough 
(700,000 sq. ft.), 329-359 Wyckoff Mills Road in 
East Windsor (635,000 sq. ft.) and 203 Windsor 
Center Road in Hightstown (567,000 sq. ft.).  

Only one project broke ground during the second 
quarter, 800 Centennial Road in Piscataway. 
Nevertheless, there are many other projects ready
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to begin construction should the high levels of 
demand seen in the first half of 2018 continue. 
The largest of these, Linden Logistics Center on 
Tremley Point Road in Linden, consists of several 
individual buildings totaling more than two 
million sq. ft. and is scheduled to break ground in 
October 2018.

Seven buildings were delivered in the second 
quarter totaling more than 1.9 million sq. ft.  
Three of the new buildings are in the 
Meadowlands and two are in Carteret/Avenel.  
Overall, just over 1.1 million sq. ft. was added to 
inventory in Central New Jersey and nearly 832,000 
sq. ft. in Northern New Jersey. Of this total, 
approximately 1.2 million sq. ft. or 64.0% was pre-
committed, reflecting the market’s high level of 
demand and the appetite for new,
state-of-the-art facilities.

INVESTMENT SALES

In the second quarter of 2018, there were six 
individual (non-portfolio) sales of buildings equal 
to or greater than 100,000 sq. ft. (see figure 9).  In 
all, 24 transactions occurred during the second 
quarter, making a total of 56 sold in 2018 year 
to date. The six deals of 100,000 sq. ft. or greater 
was down from the 11 transactions above 100,000 
sq. ft. that took place during the first quarter of 
the year.
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Overall, the second quarter saw $186 million in 
total sales volume across 24 properties. These 
assets represented more than 1.9 million sq. ft. 
and resulted in an average sale price of about $97 
per sq. ft. The numbers were down however, from 
the prior quarter, when sales volume totaled $289 
million across the more than 3.4 million sq. ft. 
that traded hands, an average of roughly $83 per 
sq. ft.  Consequently, although total sales fell by 
more than $100 million quarter-over-quarter, the 
average price in the second quarter was nearly 
17% higher.  

Private investors continue to predominate in this 
market as they have in each of the last five years.  
However, while during the past five years they have 
never comprised more than 53% of the total buyer 
pool, thus far in 2018 they make up 74% of all 
acquisitions. The remainder of the buyer 
composition by category includes users/other at 
12%, institutional investors at 11% and REITs at 
just 3%. Reflecting broader trends, the percentage 
of REIT deals was the smallest in the past five 
years and for the second time during this 
timeframe, no cross-border money has flowed into 
the market. 

Figure 9: Q2 2018 Notable Investment Sales Transactions

Address City Size (SF) Price Price/SF Cap Rate

473 Ridge Road Monmouth Junction 318,389 $29,000,000 $91.00 6.59%

536 Fayette Street Perth Amboy 260,046 $38,340,000 $147.00 7.00%

207 Pond Avenue Middlesex 241,054 $17,400,000 $72.00 7.27%

100 Crows Mill Road Perth Amboy 133,032 $18,624,480 $140.00 TBD

1776 South 2nd Street Piscataway 127,000 $9,800,000 $77.00 9.80%

35 Walnut Avenue Clark 106,354 $5,600,000 $52.00 TBD

433 Murray Hill Parkway East Rutherford 100,000 $14,300,000 $143.00 TBD

Source: CBRE, Real Capital Analytics.



MARKETVIEW

© 2018 CBRE, Inc.  | 7

NEW JERSEY INDUSTRIAL

Source: CBRE Research, Q2 2018.

Figure 10: Q2 2018 Market Statistics

Submarket

Market
Rentable Area 

(SF)
Availability

(SF)

Availability
Rate 
(%)

Avg. Asking
Lease Rate 

($/SF)

Avg. Asking 
Sale Rate 

($/SF)

Leasing
Velocity 

(SF)

Net
Absorption 

(SF)

YTD Net
Absorption 

(SF)

Central Bergen 31,464,400 2,027,166 6.4 8.36 93.20 0 122,416 131,278 
Fairfield Market 18,498,105 1,224,690 6.6 7.54 82.18 74,362 61,564 161,791 
Hudson Waterfront 63,901,586 4,403,469 6.9 6.88 133.56 122,826 106,825 (472,427)
Meadowlands 95,668,058 7,735,751 8.1 8.50 104.88 850,020 527,426 257,262 
Morris Region 42,849,581 3,466,330 8.1 7.23 101.82 326,750 38,517 183,259 
Newark 51,040,492 3,603,023 7.1 7.16 64.51 88,196 52,440 (253,583)
North East Bergen 7,971,744 785,712 9.9 6.89 88.63 22,927 (26,683) (352,241)
North West Bergen 19,023,038 1,131,301 5.9 8.39 69.43 56,818 352,702 514,551 
Route 23 North 553,533 76,960 13.9 7.84 82.65 0 36,000 36,000 
Route 280 Corridor 3,755,100 130,668 3.5 10.25 72.03 3,175 (3,800) 70,100 
Route 46/23/3 Interchange 56,757,815 5,806,081 10.2 8.08 80.40 738,956 103,681 40,254 
Suburban Essex 12,733,135 507,729 4.0 4.79 41.15 0 (56,076) (33,576)
Northern New Jersey Total 404,216,587 30,898,880 7.6 7.01 84.54 2,284,030 1,315,012 282,668 
Brunswicks/Exit 9 25,445,726 1,902,130 7.5 6.48 157.89 14,764 (307,955) (636,644)
Carteret/Avenel 25,689,742 1,982,994 7.7 7.04 104.59 64,583 (513,370) (804)
Central Union 25,074,086 1,863,546 7.4 6.08 67.40 25,500 52,918 138,164 
Exit 8A 73,306,900 3,855,945 5.3 6.58 72.96 1,985,626 (1,051,750) (843,686)
Hunterdon 6,398,635 917,398 14.3 3.07 76.91 0 62,062 62,062 
Linden/Elizabeth 44,806,295 2,675,183 6.0 6.80 77.29 130,467 47,357 (32,455)
Monmouth 24,243,648 1,673,920 6.9 8.24 75.21 98,950 27,349 34,771 
Princeton 10,273,613 320,075 3.1 7.17 56.96 0 83,235 233,890 
Route 287/Exit 10 102,114,931 6,126,925 6.0 6.45 64.24 1,038,903 930,821 1,525,493 
Route 78 East 9,783,021 816,583 8.3 3.86 47.06 172,710 15,652 2,902 
Somerset 37,007,582 2,324,515 6.3 5.71 73.35 39,000 (46,175) 48,439 
Trenton/295 29,471,096 2,048,433 7.0 4.88 37.91 44,500 (87,533) 250,779 
Central New Jersey Total 413,615,275 26,507,647 6.4 6.12 75.98 3,615,003 (787,389) 782,911 
New Jersey Total 817,831,862 57,406,527 7.0 7.00 76.35 5,899,033 527,623 1,065,579 
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THINGS TO NOTE

All historic data relating to leasing activity and leasing velocity have been revised since original publication. The revisions are based on a change in 
terminology that went into effect January 1, 2018. As of this date, all reports by CBRE Tri-State use the term leasing activity to refer to the total 
amount of new square footage leased in the market within a specific time period, including all new leases, expansions and all pre-leasing, but 
excluding renewals. Also, the term leasing velocity is used to refer to all leasing activity and renewals. 

Effective July 1, 2018, all historical absorption figures have been revised since original publication to more accurately reflect the state of the New 
Jersey Industrial market.
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