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 The 2019 renovation of the 
Arch is largest undertaking by 
the National Park Service.

 The “Direction” and Future 
Magnitude of the National Park 
System resides on the Arch 
renovation project

“Know What You Don’t Know”
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Disclaimer: Not in fine print…

This presentation consists of materials prepared exclusively by K.C. Conway, MAI, CRE, and
is provided during this event solely for informational purposes of attendees. This presentation
is not intended to constitute legal, investment or financial advice or the rendering of
legal, consulting, or other professional services of any kind.

2019 CCIM Chapter
St. Louis, Missouri – October 29, 2019

This Presentation reflects the analysis and opinions of the author, but not necessarily those 
of the faculty and staff of the Culverhouse College of Business or the administrative 
officials of the University of Alabama.

Neither CCIM Institute, CCIM St. Louis Chapter, Event Sponsors, University of
Alabama, or Monmouth REIC make any representations or warranties about the accuracy
or suitability of any information in this presentation. The aforementioned do NOT guarantee,
warrant, or endorse the advice or services of K.C. Conway, but we do pontificate over the
economy and commercial real estate.
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“Know What You Don’t Know”
Test Your Knowledge of the Arch

1) When did the Arch open? 

2) How Tall is the Arch?

3) How Wide is the Arch?

4) Who is the only person that can NOT 
go up to the top of the Arch?

5) How much land was used/condemned 
to build the Arch?

 1965
 630 feet
 630 feet
 President – Eisenhower in 1967 

at age 77 as a former President
 40 Blocks / 290 businesses

6) Is there a taller U.S. Monument?

7)  How many died in construction?

8)  Who is mastermind behind the 
elevator for the Arch?

9)  What did the Arch originally cost and 
what is current renovation budget?

10) What is the tolerance at the top 
joining each of the 2 legs?

 No
 0 / 13
 Dick Bowser / HS drop out designed in 

2 weeks / 1-part elevator & 1-part 
Ferris Wheel.

 $13 million / $380 million
 1/64th of an inch

Note: The future of the 
National Park System may  
rest on the success of the 
Arch’s renovation to see if 
visitation can be rejuvenated 
at the Nat’l Parks



K.C. Conway, MAI, CRE
Dir. of Research – ACRE R.E. Center
CCIM Chief Economist / https://www.ccim.com/resources/commercial-real-estate-insights-series/?gmSsoPc=1
KCConway@Culverhouse.ua.edu / http://www.acre.culverhouse.ua.edu/

A.K.A 
“The Red-Shoe 

Economist”
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http://www.acre.culverhouse.ua.edu/explore

http://www.acre.culverhouse.ua.edu/win

Navigating ACRE Website, Accessing WIN, Research, & Presentations … 
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Vectors and the 2019 Wind Down: Vectors are something
well understood by the rocket scientists in TX and
Huntsville, AL. They are the mathematical tool used
to determine both the direction and magnitude at
which items will travel. With less than 70 days
remaining in calendar year 2019, it might be
appropriate to check in on the direction and
magnitude of real estate investing activity.

VECTORS:

http://www.acre.culverhouse.ua.edu/explore
http://www.acre.culverhouse.ua.edu/win
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What’s behind this Economy? Disruptive Technologies  

Source: Future Thinking Canvas Frank Diana

Understood/
Disruption 

Done

Transformation 
in Process 

creating the 
Risks & 

Opportunities

Ahead of Us. We 
still need to 

Connect these Dots
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Presenter
Presentation Notes
Those example changes are just some of the ones that are rapidly unfolding before our eyes. There are three disruption curves -- one spawns the other.  The technology curve (computing power, storage, and bandwidth is implied).  The innovation curve focuses on broad categories of innovation.  As these innovations combine, they spawn a disruptive scenario curve.  The potential exists for these disruptive scenarios to drive a third curve – a new economic paradigm. All three curves are driving unforeseen changes and an unprecedented speed of change – which creates opportunities for new markets and upended established players. 



Driverless semi-trucks could be sharing Florida highways as early as next year, and there will be no 
requirement that surrounding motorists know it. 

Nor will autonomous driving systems need to be tested, inspected, or certified before being 
deployed under a new state law that takes effect July 1.

Starsky Robotics, a San Francisco-based startup company that’s been testing its driverless 
trucking technology in Florida and Texas, has put out a call for job applicants who one day want 
to pilot big rigs remotely.

Starsky envisions its remote drivers logging onto computers in an office environment to take the 
reins of its trucks during the first and last miles of their long hauls.

That means the trucks will be on autopilot for the vast majority of their highway journeys.

Driverless deployments should begin in Florida by the end of 2020, Starsky says.

That’s much sooner than 2027, the year consulting firm McKinsey & Company projects fully 
driverless trucks will be ready to hit the highway.

On Thursday, Gov. Ron DeSantis signed the bill enacting the law in a ceremony at SunTrax, the 
state’s new autonomous vehicle testing track in Auburndale.

Owners of autonomous commercial vehicles will be required to carry at least as much liability 
insurance as the state requires for commercial vehicles driven by humans. Currently, that means a 
minimum level of $300,000 in combined bodily liability and property damage coverage for trucks 
with a gross vehicle weight of 44,000 pounds or more, and lesser amounts for lighter vehicles.

Autonomous vehicles also will be required to achieve what’s called “minimal risk condition” – such 
as coming to a complete stop and activating their hazard lights – if their operating systems fail..

http://digital.olivesoftware.com/Olive/ODN/MiamiH
erald/shared/ShowArticle.aspx?doc=TMH%2F2019%
2F06%2F15&entity=Ar74E7&sk=A1FAEE28&mode=t
ext
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Know What You Don’t Know
It starts with a change in focus from the 

Glass is half-full or half-empty 
to

Who controls the pitcher 
(The Pitcher Influences)
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St. Louis Airport – A ½ Full & ½ Empty Opportunity

Think:
 Logistics

 Air Cargo like 
Columbus OH

 Affordability

 Congestion 
Issues in 
Chicago, 
Atlanta, Denver, 
etc. 

 State with Best 
airports - NC



Forecasting Real Estate Cycles Requires 
Becoming Adept at Interpreting “Economic Clouds”

Which clouds/economic metrics are 
the innocuous cloud formations? 

Which clouds/measures are the 
cumulus types that foretell the approach of 
threatening storms.

10



Innocuous vs. Cumulus Clouds: 
What Cloud Type/Eco Metrics Determine a Recession?

National Bureau of Eco. Research (NBER)
“4 Big Indicators”

The Red-Shoe Economist’s 
“Modern 8” Indicators

 Non-Farm Employment 
 Industrial Production
 Real Retail Sales 
 Real Personal Income
While simplistic, these are dated 
with too much emphasis on 
industrial production and retail sales. 

An updated profile of the U.S. economy is needed to reflect the:
1. Importance of small business activity over industrial production 

(more robotic & less labor intensive than prior recessions)
2. Consumer spending over physical retail sales
3. Intermodal rail traffic
4. Growth in logistics employment as an alternative to the industrial 

production measure
5. Importance of corporate earnings 
6. Loan performance metrics (DQT %)

1. ADP and LinkedIn Employment Measures (BLS-L=BS)
2. Forward-Looking Employment Metrics: JOLTS (more job 

openings than U-3) & spread between workforce expansion (new 
entrants 110k+-) and actual net job growth (150k/mo.)

3. NFIB Small Business Optimism Index: Readings above 100 are 
predictive of small business growth and hiring.  

4. Corporate Earnings: As goes corporate earnings goes, CapEx
spending, hiring, and wage growth = 3 quarters > expectations
TI (Chip-wreck) and Boeing do not make the U.S. economy
CSX shows a miss on Revenue but beat on expenses = Profits

5.  Rail Traffic / Emphasis on Intermodal Container Activity: As 
goes rail traffic goes U.S. eco. (Freight Recession 7 mos decline).

6.  Consumer Spending/Optimism: Consumers spend less on 
goods today and more on services.

7.  Interest Rates and Lending Activity: Low and accommodative 
lending tends to increase business investment and consumer $.

8.  CMBS Loan Delinquency: Continuing to decline to lower levels 
post-2009 Financial Crisis (2.51% 3Q19).  11

https://www.advisorperspectives.com/dshort
/updates/2019/10/04/the-big-four-economic-
indicators-september-nonfarm-employment

https://www.advisorperspectives.com/dshort/updates/2019/10/04/the-big-four-economic-indicators-september-nonfarm-employment
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https://www.nfib.com/assets/SBET-September-2019.pdf

A Look at 3 of the RSE’s “Big 8”

https://conference-board.org/data/consumerconfidence.cfm

North American Rail Freight Traffic “Lowlights” 
It seems clear that U.S. railroads are facing a freight recession. Total 
originated U.S. rail carloads fell 4.6% in August 2019 from August 2018, their 
seventh straight year-over-year decline. The average decline over those seven 
months was 4.2%, a not-insignificant amount. Meanwhile, U.S. intermodal 
volume fell 5.4% in August, also the seventh straight monthly decline.

Why Down 7 mos?
 Petro & Coal
 Autos
 Less exports/Tariffs

https://www.nfib.com/assets/SBET-September-2019.pdf
https://conference-board.org/data/consumerconfidence.cfm


Eco. Dev post a Financial Crisis is:

And, St. Louis is Reinventing its 
Economic Wheel!
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+3% to >4% GDP in TX, the Plains 
& Rocky Mountain West > SE

Why?
 Energy, 
 Tech flow from West Coast
 Taxes (SALT) & Affordability

NC, FL, and GA are NOT autos and energy 
and less AG. It’s professional businesses, 
financial services (SunTrust & BBT merger 
win for NC and loss for GA), and tech & 
logistics. AL and SC have risks with both auto 
and airplane manufacturing.

Know What You Don’t Know - GDP: Translate Data LOCAL

 A 2020 or 2021 recession will NOT play 
out uniformly across all regions of the U.S.  

 Know your region’s exposures and risks 
tied to various industries:
 ALMA & SC = Autos & Tariffs
 NC & GA = Banking (STI/BB&T)
 The Plains = Energy & AG
 Great Lakes = GM strike
 West & Mtn Region = Tech, Tourism, 

Mining & Where’s the STEM – w/o 
Cannabis issues? Colo unwinding in 
favor of TX, UT and AZ

NC over 
GA as SE 
banking 
capital

WI & Great Lakes are 
as strong as SE

UT GDP out-pacing all major Western State 
Economies. SLC is the affordable Austin. 
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https://www.bea.gov/system/files/qgdpstate0719.png

https://www.bea.gov/system/files/qgdpstate0719.png


GDP by State: Iowa Vs. Illinois – Why such a difference?

15

Iowa GDP 
expanding at 
2X that of IL 

and 
equal to that of 

TX or FL.



Why is Iowa and Quad Cities 
outperforming IL?

Iowa is so much more than AG. It
has diversified, developing Advance
Manufacturing, Logistics and
producing Skilled Workforce.
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“Add Birmingham To Tech’s Growing List of Hubs”

Economic & Employment Change Can & Is Happening in AL
Imagine how much more can happen with Port, Rail, Road, Edu Investment?

https://www.barrons.com/articles/add-birmingham-to-techs-growing-list-of-hubs-1535837936
Barron’s – Sept 1, 2018

There’s an intersection in downtown Birmingham, Ala., they call the “heaviest corner on Earth” as a symbol of its status as a steel and 
iron town nearly a century ago. Today, one of its pillars – a converted bank in the John A. Hand Building – is home to Shipt, the 
city’s big tech success story. It employs 400 here, with plans to add another 880.
Such is the economic renaissance of The Magic City.

“It’s been a wild ride,” Bill Smith, founder and Chief Executive of Shipt.  “We started [in 2014] as a delivery-platform for other 
companies, and it was a failure. We pivoted to groceries, and it worked.” The success of Shipt, which was acquired by Target (TGT) for 
$550 millionin Q1 2018, offers the beginning of the “Southern Silicon Valley.”

Four blocks away, at the Innovation Depot, a shuttered 140,000-square-foot Sears store from the 1980s has been converted into a 
thriving center for more than 100 tech companies and entrepreneurs in the region.
“The appeal here [Birmingham] is the ability to have a social impact and help build a bigger tech ecosystem,” says Sameer Ather, a 
cardiologist who is CEO of XpertDox, a 3-year-old company at the depot that has compiled a comprehensive database of the 
highest-rated doctors specializing in disease treatments.

What is happening in Birmingham reflects a slow but inexorable shift in local economies throughout the U.S. It’s a concept that 
AOL co-founder Steve Case has famously deemed “The Rise of the Rest.”[
Plenty of technology hubs dot the United States, each with a distinct vertical market that feeds the industry. Charleston, S.C. (aka 
“Silicon Harbor”), Phoenix (“Silicon Desert”), and a wide swath of the Midwest (“Silicon Prarie”) are testaments to regions that 
have produced significant companies while largely avoiding the suffocating cost-of-living, traffic snarls, and hyper-competitiveness 
that dog Silicon Valley, Seattle, New York, and Austin tech workers. [The median cost of a house in Birmingham is $218,577, 
according to the Alabama Center for Real Estate. That is roughly  $1 million less, on average, than San Francisco.
Birmingham has relied on the banking, insurance, and automotive industries for decades but there are signs of tech’s emergence 
beyond Innovation Depot and Shipt. 
The city is also mulling a direct flight to San Francisco, so as to encourage Silicon Valley companies to establish secondary offices in 
Alabama. [Shipt has a San Francisco office.] 17

 Shipt

 Innovation 
Depot (UAB)

 XpertDox

 Affordability 
Housing $1.0 
million less 
than San Fran

https://www.barrons.com/articles/add-birmingham-to-techs-growing-list-of-hubs-1535837936


Not all from “Outside AL” see the New AL Economy – yet!
 “When it comes to economic inclusion, the numbers don’t paint a rosy picture 

for Birmingham.” In fact, Amy Liu, vice president and director of the Metropolitan 
Policy Program at Brookings Institution, says Birmingham is facing a crisis. 

 BBJ: What does inclusive economic growth look like to you?
 Liu: For us, inclusive economic growth is more than just equity and inclusion. For 

this region to achieve an inclusive economic future, first it needs to be on a path 
of continuous economic growth. You have to expand your economic pie in order 
for there to be opportunities for everyone. The way you make yourself 
distinctive is investing in your core assets as part of your economic future.

 Nationally, in the last 10 years, only one metropolitan area has achieved 
Brookings definition of inclusive, productive growth, and that is Denver. 

 BBJ: Where does Birmingham stand right now?
 Liu: In terms of are you expanding the economic pie, this region has actually lost 

net jobs. Your economy is smaller today than it was 10 years ago. On 
productivity, you’re actually less productive than you were 10 years ago.
Generally, this region ranks near the bottom among all metros in terms of 
achieving an inclusive economic future.

 We also need to set a different table. To create an inclusive economy means that 
the people we want to be in that economy and the the community, is at the table.

 The conversations they are having in other places is (about) a time for the old 
guard to move on and make room for the next generation of leaders to drive 
change. Because the longtime leaders in many communities have really been at 
the top of the food chain for a long time. The future is more nimble, more 
creative, more digital industries, a lot more entrepreneurship.

https://www.bizjournals.com/birmingham/news/2019/05/30/bui
lding-an-inclusive-economy-why-birmingham-cant.html

Do you agree/disagree that:
 Birmingham region is facing a “Crisis.”
 Bham and AL have NOT expanded their “Eco-Pie?”
 Denver is the model Bham should aspire to become 

(Cannabis, lack of Affordability, Crime, not creating middle-
class and working-wage jobs, etc.)

 AL and Bham region ranks near the bottom among all 
metros in terms of achieving an inclusive economic future

 It’s time for “old guard” to move on.  The “Old Guard” that 
gave us Rebuild AL, a Tech industry, World Class tourism 
(ARS/David Bronner), middle-class Mfg & Logistics jobs, etc? 18

https://www.bizjournals.com/birmingham/news/2019/05/30/building-an-inclusive-economy-why-birmingham-cant.html
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Small MSA is the new BIG in Manufacturing. Why? Workforce + Affordability (housing). 
Best U.S. MSAs to Work in Manufacturing 

20

New research discovered that it was not big cities, but instead smaller metro areas that dominated the top-10 list. For Best
Places to Work in Manufacturing. “The average population across the top 10 locations is about 300,000. But if you
discount Greenville, N.C. and Ogden-Clearfield, Utah that figure drops in half to 150,000.
SmartAsset looked at data for 483 metro areas and came up with a list of best places to work in manufacturing which
includes data on employment and income growth in manufacturing, as well as the density of manufacturing jobs and
housing costs.

https://www.industryweek.com/leadership/10-best-locations-work-manufacturing

https://www.industryweek.com/leadership/10-best-locations-work-manufacturing


Foreign Direct Investment (fDI) is Following the Change 

21

FDi's (Foreign Direct Investment) 2019 American Cities of the Future recent study is a robust look at 
American cities with an eye as to where foreign direct investment should be looking in the U.S.

https://www.scribd.com/document/413192559/FDi-
American-Cities-of-the-Future-2019-
20#from_embed?campaign=SkimbitLtd&ad_group=12600
6X1587343X94d259a9c2fec436463053ef991adb86&key
word=660149026&source=hp_affiliate&medium=affiliate

https://www.scribd.com/document/413192559/FDi-American-Cities-of-the-Future-2019-20#from_embed?campaign=SkimbitLtd&ad_group=126006X1587343X94d259a9c2fec436463053ef991adb86&keyword=660149026&source=hp_affiliate&medium=affiliate
https://www.scribd.com/document/413192559/FDi-American-Cities-of-the-Future-2019-20#from_embed?campaign=SkimbitLtd&ad_group=126006X1587343X94d259a9c2fec436463053ef991adb86&keyword=660149026&source=hp_affiliate&medium=affiliate


IBM’s 2019 Global Location Trends Report 
AL Ranks #1 for Jobs from Foreign Investment 

22

https://www.alabamanewscenter.com/2019/09/16/ibm-report-ranks-
alabama-no-1-for-jobs-from-2018-foreign-investment/

https://www.alabamanewscenter.com/2019/09/16/ibm-report-ranks-alabama-no-1-for-jobs-from-2018-foreign-investment/


Utah #2  (+18%)

Florida #4 +15.7%
South Carolina #9 +13.3%
Georgia #10 +13.1%
Texas #11 +12% 

(Try growing Big at >10%)
North Carolina 
& Tennessee #12 tie +11%

Know What You Don’t Know
Translate Local Data: Job Growth a 5-Yr Look

West-Coast still double-digits, 
but knocked off top perch by Utah & FL.(SALT) 

Why?
• AFFORDABILITY
• STEM Workforce
• TECH
• Logistics
• Cannabis Revolt 23
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The Good:
 Unempl. 3.1% < U.S. at 3.5%

 Neither, AG, MFG, or Gov 
are your fastest growing job 
sectors.  It’s now Leisure & 
Hospitality at +3.1% 
followed by Ed & Healthcare 
at +2.6%

The Bad:
 Overall Job Growth at just 

+1.1% Vs +1.4% for U.S. (AL 
at +1.8% ? US at +1.4%)

 All Job Sectors growing 
<1.5% annually except 
Leisure & Hospitality and 
Ed/Healthcare.

The Ugly:  Nothing
https://www.bls.gov/eag/eag.mo.htm

https://www.bls.gov/eag/eag.mo.htm
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Property Type Outlook: Retail, Industrial and Housing 

26

1. Too Much Focus on Cycle? No recession in, but maybe 
State Secession.

2. U.S. Remains the Preferred Destination for Capital.
3. This Market Loves Industrial. Industrial properties of 

any stripe are highly desirable (Small & older are the 
other boxes with opportunity) 

4. Retail - Retail e-Volution and Adaptive Reuse.
5. Office - Companies now look at costs in terms of cost-

per-person rather than purely cost per square foot.
6. On the Horizon? Rent Control & Prop. Taxes. These 

are the Black-Swans that could stop the party?”

Logistics & Industrial:
What the OTIF?



Property Type Outlook: Housing – SF and MF 

Investors that have been looking to big cities like New York, Boston, 
Los Angeles and San Francisco have faced high construction costs and 
higher levels of supply — and turned their focus elsewhere -
like"unassuming" markets in Nevada (Reno), Oklahoma City and 
Kentucky have attracted a flurry of multifamily investment activity, 
according to real estate data site Reonomy's State of the Multifamily 
Market in Opportunity Zones report.
https://www.bisnow.com/national/news/opportunity-
zones/unassuming-tertiary-markets-lead-multifamily-opportunity-
zone-charge-101176?utm_source=CopyShare&utm_medium=Browser

How do you value a
“All Homes For-Rent” 

Subdivisions? 
(5% of new home 

construction is 
4-Rent subdivisions)

Multifamily: Furnished units is the new amenity 

Last week BizNow (Oct 3, 2019) published a feature titled: “For 
Millennials In Multifamily, Furniture Is The Newest Amenity.”  The 
news is that developers and home furnishing retailers are teaming 
up to compete for tenants in markets saturated with new luxury MF 
housing. Great twist on an old concept, but many issues emerge.  
For example, who is liable for the leased furnishings?  How does the 
lender and appraiser segregate this amenity that is not real estate? 

The U.S. Supreme Court is considering whether to hear a case that could have
implications for affordable housing. The case, Dartmond Cherk v. Marin County, 
rests on whether or not it is legal for a California county north of San Francisco to 
impose a fee. Marin County law mandates such fees for zoning changes that don't 
set aside a portion of planned residential units for affordable housing.
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Property Type Outlook: Retail
In Retail, Small Is the New Black; Think Services 

28

This white paper is not another examination into the demise of retail, because in 
the immortal words of Mark Twain, “The reports of [its] death are greatly 
exaggerated.” 
Nor is it another foretelling of how the use of retail stores is morphing from a 
place to shop to something experiential. Retail has always been experiential.

5 Predictions for the Future of Retail
Prediction #1: As Online Continues to Grow, Retail Reimagines Itself

Prediction #2: More Co-Retailing Pops Up in Hospitality

Prediction #3: E-Commerce Goes the Extra Last-Mile

Prediction #4: What’s Old Is New Again: The Rise of Adaptive Reuse

Prediction #5: Nothing Is Certain Except Death and Property Taxes

And new metrics and data like OTIF and inline store closings/openings



Property Type Outlook: Retail - Small is the new Black; 

29

This white paper is not another examination into the demise of 
retail, because in the immortal words of Mark Twain, “The 
reports of [its] death are greatly exaggerated.” Nor is it another 
foretelling of how the use of retail stores is morphing from a 
place to shop to something experiential.
Retail has always been experiential

Know which tenants are 
overleveraged in your retail center!



https://qz-com.cdn.ampproject.org/c/s/qz.com/quartzy/1708856/old-navy-plans-800-new-stores-despite-retails-dismal-outlook/amp/

2019 has been brutal so far for America’s brick-and-mortar retailers. BDO, a tax and financial advisory firm, counted 
more than 7,200 announced store closures (pdf) in the first half of the year, a pace previously unseen. The majority of 
closings are happening in clothing and footwear, mainly due to bankruptcies and companies downsizing their store 
footprints.

But if brick-and-mortar fashion retail is collapsing in North America, nobody told Old Navy.

The San Francisco-based clothing chain announced plans yesterday to nearly double its store fleet, increasing the 
count from around 1,100 (most of which are in the US) to 2,000. The goal is to open them at a pace of approximately 
75 new stores a year.

30

https://qz-com.cdn.ampproject.org/c/s/qz.com/quartzy/1708856/old-navy-plans-800-new-stores-despite-retails-dismal-outlook/amp/


https://www.bisnow.com/national/news/retail/levis-opening-100-more-retail-stores-as-its-wholesale-
numbers-drop-101492

Eight years ago, U.S. wholesale was almost half of the company's entire global business, Bergh said during the company's most 
recent earnings call. "Today, it's around 30% of the company's business, and this will continue to trend down as other parts of 
the business grow at a faster pace," Bergh said. He said the company's U.S. strategy in the next few quarters will include testing 
smaller footprint stores. "Growing our U.S. direct-to-consumer business allows us to move toward premiumizing the 
marketplace, and remains one of our important strategies to offset headwinds in U.S. wholesale by continuing to reduce our 
concentration in that channel." In other words, the company is betting that consumers will continue to be willing to pay full 
price for jeans in Levi's stores, as opposed to picking them up at a discount in a non-specialty store.

Read more at: https://www.bisnow.com/national/news/retail/levis-opening-100-more-retail-stores-as-its-wholesale-numbers-
drop-101492?utm_source=CopyShare&utm_medium=Browser
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https://www.bisnow.com/national/news/retail/levis-opening-100-more-retail-stores-as-its-wholesale-numbers-drop-101492


Property Type Outlook: Industrial – Small & Old-Infill are Big 

Want a current proxy for the rising value of Industrial warehouses in 
strategic e-commerce MSAs. How about $103/SF paid by Nuveen for 
this portfolio.
And the outlook for slowing absorption in this article is BBQ Sauce. 
The Red-Shoe Economist refers you to  recent Logistics and Industrial 
Outlook reports by Colliers, CBRE, JLL, etc. Record low vacancy. Record 
high asking rents. Record growth in e-commerce. Do those facts align 
with slowing absorption  - or why a savvy institutional investor like 
Nuveen would "Anticipate" value to drop for their warehouse 
investment? 

32

E-Commerce Driving Bigger Demand for Smaller Warehouses

Demand for smaller warehouses is soaring as e-commerce and 
the push for faster delivery accelerates competition for industrial 
space close to major population centers.
Rents for U.S. warehouses of between 70,000 and 120,000 
square feet rose by more than 33.7% over the past five years, to 
an average of $6.67 per square foot, according to real-estate 
consulting firm CBRE Group Inc.

https://www.wsj.com/articles/e-commerce-driving-bigger-demand-for-smaller-
warehouses-cbre-says-11570701600

Math Behind A Last Touch Warehouse Location
Not all logistics R.E. is created equal, according to new study by 
ProLogis. They now break it down as follows:
Last Touch. Bldgs. that reach large dense populations within 
hours.
City Distribution. Properties that are well-positioned to provide 1-
2 day shipping to an entire large market. These buildings tend to 
be small to mid-sized located in urban areas.
Multi-Market. Distribution facilities must have the right balance 
between location and functionality. These 
buildings are newer/larger located at key transportation 
hubs access to major sea and intermodal ports.

https://www.wsj.com/articles/e-commerce-driving-bigger-demand-for-smaller-warehouses-cbre-says-11570701600
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https://www.linkedin.com/feed/update/urn:li:activity:6568517267108179968/

https://www.retaildive.com/news/online-retailers-are-transforming-warehouse-
construction/560836/

This expectation has led to a huge shortage of facilities that 
can quickly and efficiently process and ship massive amounts 
of merchandise, said Zubel. In fact, demand for distribution 
space is so great that builders and developers can't keep up. 
CBRE reports that available warehouse space has come up 
short by about 170 million square feet every year since 
2015.

To meet the demand, several large markets across the U.S. 
have seen an uptick in distribution center construction this 
year, including Atlanta, Dallas and Chicago (see chart below).
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https://www.linkedin.com/feed/update/urn:li:activity:6568517267108179968/
https://www.retaildive.com/news/online-retailers-are-transforming-warehouse-construction/560836/
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Goldman Sachs Asset Management and DH Property Holdings have started construction for their joint-venture development of 640 Columbia St., a three-story logistics facility in 
Brooklyn’s Red Hook neighborhood that the team says will allow for the fastest last-mile fulfillment possible in the nation's largest city.

Spanning 336,500 square feet and designed by architecture firm Ware Malcomb, the project is touted to be the tallest distribution center on the East Coast. Located on the Red 
Hook waterfront, 640 Columbia is within an hour’s drive of 13.5 million consumers and specifically designed to capitalize on demand for efficient warehouse space by e-commerce 
tenants, according to the joint venture.

It is expected to be open in the fourth quarter of 2020, said Joe Sumberg, managing director of Goldman Sachs’ Private Real Estate division.

“We are more bullish now about last-mile industrial in the New York City area than we were when we originally acquired the property,” Sumberg said. According to a recent 
industrial report by CoStar market analytics, the team signed a 99-year ground lease for the lots comprising the site valued at $280 million.

https://product.costar.com/home/news/shared/1878512855?utm_source=costar&utm_medium=email&utm_campaign=1&utm_content=p0

https://product.costar.com/home/news/shared/1878512855?utm_source=costar&utm_medium=email&utm_campaign=1&utm_content=p0
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The Changing Design for an Industrial Warehouse
Think of an Amazon “Tent Warehouse” pioneered by Iowa Company 

Real Estate Design – It is a Changin! Building design is adapting to meet with the challenges of rising
construction costs while simultaneously evolving to meet e-Commerce’s need for more efficiency.

https://www.memphisdailynews.com/news/2018/aug/2/digest/
Amazon’s development of a warehouse made of a taut fabric supported by steel-tube trusses and cables 
with no columns is underway in Memphis.   The design, engineering and construction is not too 
dissimilar to that used to construct the Denver International airport main terminal.  This first-of-its-kind 
warehouse for Memphis, TN (home to FedEx) and the building’s tenant (Amazon - the world’s largest 
retailer and likely next trillion dollar company) is going to be a disruptor for industrial warehouse space. 
The building design and components are being provided by ClearSpan Fabric Structures HQ in 
Dyersville, Iowa for a cost of $595,000 - or just under $36 per SF 36

https://www.memphisdailynews.com/news/2018/aug/2/digest/


The Big Story 2019 and Beyond will be  
Logistics & Convergence of Retail & Industrial  R.E.
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http://www.acre.culverhouse.ua.edu/research/logisti
cs-infrastructure-research - Feb 8, 2019 Publication

http://www.acre.culverhouse.ua.edu/research/logistics-infrastructure-research


In the beginning, the Logistics Transformer was a bad sketch  
Logistics & Convergence of Retail & Industrial  R.E.
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http://www.acre.culverhouse.ua.edu/research/logisti
cs-infrastructure-research - Feb 8, 2019 Publication

http://www.acre.culverhouse.ua.edu/research/logistics-infrastructure-research
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http://www.acre.culverhouse.ua.edu/research/explore-research
Feb 11, 2019 Publication

From 
“Shop & Take Home”

to 
“Order Online and 

Deliver to me.”

http://www.acre.culverhouse.ua.edu/research/explore-research
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What the OTIF? 

OTIF is a new metric in the logistics industry being used by retailers like Walmart and Kraft-
Heinz to measure logistics performance. It will play into warehouse and e-commerce 
fulfillment site selection and serve as the measure of success in the online grocery battle. 

OTIF went mainstream as a supply chain metric around August 2017 when Walmart began 
evaluating suppliers by their score and penalizing those that couldn’t comply by assessing 
fines up to 3 percent of the value of the shipment. In 2018, Walmart started imposing this 3 
percent penalty on the value of shipments if an OTIF measure of 85 percent or greater wasn’t 
achieved. In 2019, that benchmark increased to 87 percent.

The Red-Shoe Economist forecasts OTIF will be an embedded variable in all warehouse site 
selection for e-commerce and logistics companies within two years. 

And don’t be surprised if you see an OTIF of 90 percent as the standard among large 
retailers by 2025. 



Q&A KNOW WHAT YOU DON’T 
KNOW

It’s all about resetting Perspective.
Focus on the Pitcher Influences

The Red-Shoe Economist sees  the 
Glass as 

more than Half-Full.
The St. Louis Eco is still Filling up!

Note CBRE Top 30 Tech MSAs
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