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San Antonio

Fundamentals Forecast
YTD net absorption 618,284 s.f. ▲
QTD net absorption -148,725 s.f. ▲
Under construction 1,047,374  s.f. ▲
Total vacancy 5.5% ▼
Average asking rent (NNN) $5.41 p.s.f. ▲
Tenant improvements Stable ▶
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San Antonio industrial market continues rapid growth
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For more information, contact:  Kyle Mueller | kyle.Mueller@am.jll.com

• San Antonio experiences negative absorption during the third quarter
• Average rental rates inch higher as new construction demands 

higher prices
• Older buildings experience negative absorption, signaling a flight to 

quality for many industrial users

San Antonio's absorption of industrial product was negative in the 
third quarter of 2017. While often seen as a negative, this deficit in 
absorbed product in large part can be attributed to the several new 
industrial projects being delivered. In 2017 alone over 1.0 million square 
feet of new product has come on the market, well outpacing the square 
footage absorbed. 

Predictably, marketwide rental rates are also experiencing a surge due to 
these new deliveries. Marketwide average asking rates now exceed $5.40 
per square foot. The average asking rental rate for traditional warehouse 
and distribution product is $5.42 per square foot, while manufacturing 
space averages $5.37 per square foot asking rent.

Tenants have displayed a preference for newer buildings that feature 
higher clear heights, large concrete truck courts and abundant loading 
doors. As a result of this preference, older buildings have begun to see 
tenants relocate to new product. Thus far in 2017, buildings built prior 
to 1995 have experienced -601,115 square feet of absorption, while 
conversely buildings built after 1995 have experienced 1,219,399 square 
feet of absorption. 

Outlook

The overall market should remain strong for the remainder of 2017. Most of 
the demand for space will be along the Interstate 35 corridor. This market 
has long been the preference of industrial users for its ease of access to all 
major interstates in San Antonio. As new space is delivered with higher 
clear heights and a more functional design, landlords with second-
generation options will be forced to get more competitive to entice users.
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