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Utah County Industrial Market

Low Vacancy and Construction Deliveries Causing Supply Issues

The Utah County market is continuing to suffer from a dearth of Current Conditions

available space as direct vacancy measures 1.3% for the second

quarter of 2022. Additionally, slowed construction deliveries due — Existing available space is almost nonexistent, with the direct

to lengthening entitlement periods, problems with sourcing vacancy rate near an all-time low of 1.3%.

building materials due to supply chain issues, labor shortages and — Construction delivery delays and low vacancy are forcing tenants
increasing construction costs are exacerbating the space to turn to pre-leasing to secure space.
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Strong demand for space and high land and construction prices
will apply continued upward pressure on rents, but the explosive
rent growth of the last two years is unlikely to continue due to
weakening consumer demand, high inflation and increasing
interest rates.

Utah County has historically been a medium
distribution/flex/incubator market, but developers are beginning to

Construction and Deliveries
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construct more bulk distribution buildings in one of the fastest-
growing counties in the fastest-growing state. With the
availability of vacant industrial land in Northern Utah in short
supply and more costly, developers are looking to Southern Utah
County to build bulk distribution, which offers faster access to
Las Vegas, Phoenix and the Southern California markets and
skips much of the traffic congestion along the Wasatch Front.

Leased Square Feet
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Select Lease Transactions

Tenant Market Building Type Square Feet
Confidential Utah County South Spanish Springs Industrial Park D New 280,800
eSupplements Orem Eastlake Lot 5-B Expansion 64,152

G2G Bar Utah County North East 151 New 44,914

H3 Plastics Utah County South 1260 W. 1650 N., Springville New 41,682

Pyvott Utah County South PowerHouse Industrial Park 1 New 38,172

Select Sale Transactions

Buyer Market Building Type Square Feet
Confidential Various Amazon Delivery Station Portfolio Capital Markets 552,047
KMW Construction Utah County South 422 N. 1100 W., Payson Owner-User 12,038
University Collision Provo 1771 S. East Bay Blvd., Provo Owner-User 10,000
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2022 Speculative Development — Delivered and Under Construction Square Feet Overview

SQUARE FEET, THOUSANDS

3,000

2,400

1,800

1,200

600

Total
Available

u Committed / Precommitted

73%

o),

Delivered

Total

924
52
872

Under
Construction

Delivered

2,900 281
2,130 0
770 281

Bulk Distribution

Under

. Deliver
Construction clivered

863 208
663 0
199 208

Under
Construction

Medium Distribution

1,428
1,233
195

Delivered Conus:rcijecrtion Delivere:
Flex
330 424 106
44 207 8
286 217 98

q Under_
Construction
Incubator
185
26
159

Achieved Average First-Year Lease Rates
MONTHLY PER SQUARE FOOT NNN

vt v Bl bl Tl

$1.35
$1.15
$0.95
$0.75
$0.55

$0.35

m QOverall
Manufacturing
General Purpose

m Bulk Distribution

® Medium Distribution

m Flex
Incubator

Special Purpose

2017
$0.57
$0.55
$0.52
$0.55
$0.56
$0.61
$0.61

2018
$0.55
$0.43
$0.52
$0.47
$0.59
$0.73
$0.73
$0.53

Achieved Average Owner-User Sales

PRICE PER SQUARE FOOT

$160

$140

$120

$100

$80

$60

2017 2018

2019

2020 2021

$159

2019 2020 2021 H1 2022
$0.74 $0.64 $0.72 $0.78
$0.58 $0.52 $0.59 $0.81
$0.67 $0.56 $0.72 $0.80
$0.68 $0.50 $0.62 $0.71
$0.78 $0.66 $0.82 $0.72
$0.71 $0.70 $0.78 $0.95
$0.77 $0.77 $0.98 $1.31
$0.83 $0.66
Utah Industrial Capital Markets Sales
AVERAGE CAP RATES
9.0% . ;i ; E
o X o RT
7.7% '\\Dl\ 33\33“ £ X ®
o = S <8¥ ~ =
2 6.4% © ©h6 mex” ©
e cod S
o LOq;LO OQ\QD\O o X~
Q ™9 SR 3
g 51% <39 gesT
3.8% I I
25%
2017 2018 2019 2020 2021 H1 2022
m Overall Class A Class B Class C

H1 2022

NEWMARK UTAH COUNTY INDUSTRIAL REPORT 3



RESEARCH Q2 2022

Economic Overview

Utah experienced the highest overall employment growth
(33.1%) between the Great Recession and the COVID-19
recession, with most of the growth along the Wasatch Front.
With a young, highly educated population base, the Provo-Orem
Metro continues to demonstrate dynamism as job growth is
outpacing both the U.S. and the Salt Lake City Metro and
unemployment is at 2.0%. Employment growth continued across
most industries with the mining, logging and construction,
information and leisure and hospitality sectors posting year-over-
year increases of 10% or more. The Provo-Orem tech sector is
facing a serious headwind as rate-sensitive venture capital
funding is navigating increasing interest rates, as the Federal
Reserve moves to tamp 40-year-high inflation that is weakening
consumer spending. Even with uncertainty ahead, the Provo-
Orem Metro is poised for a bright future thanks to strong
population growth, the presence of two large universities and an
entrepreneurial spirit fostered by the tech industry.
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Employment by Industry

PROVO-OREM METRO, 2021 ANNUAL AVERAGE
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Employment Growth by Industry
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For more information:

Utah Office

376 E. 400 S., Suite 120
Salt Lake City, UT 84111
t 801-578-5555

Rich Lachowsky
Director, SLC Research and
National Industrial
rich.lachowsky@nmrk.com

Amelia Yates
Research Manager
amelia.yates@nmrk.com

Utah Lake

Veronika Perea
Research Coordinator

veronika.perea@nmrk.com

nmrk.com

Newmark has implemented a proprietary database and our tracking methodology has been revised. With this expansion and refinement in our data, there may be adjustments in historical statistics including
availability, asking rents, absorption and effective rents. Newmark Research Reports are available at nmrk.com/research.

All information contained in this publication is derived from sources that are deemed to be reliable. However, Newmark has not verified any such information, and the same constitutes the statements and
representations only of the source thereof and not of Newmark. Any recipient of this publication should independently verify such information and all other information that may be material to any decision the
recipient may make in response to this publication and should consult with professionals of the recipient’s choice with regard to all aspects of that decision, including its legal, financial and tax aspects and
implications. Any recipient of this publication may not, without the prior written approval of Newmark, distribute, disseminate, publish, transmit, copy, broadcast, upload, download or in any other way reproduce
this publication or any of the information it contains. This document is intended for informational purposes only, and none of the content is intended to advise or otherwise recommend a specific strategy. It is
not to be relied upon in any way to predict market movement, investment in securities, transactions, investment strategies or any other matter.
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