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Rapidly evolving consumer demands have made it a priority for e-commerce 
retailers to provide same-day delivery service. This service has been 
implemented in select cities—mainly the nation’s largest metropolitan 
areas by population—but over the next several years it is likely to be offered 
in most markets across the country.

Distribution and fulfilment supply chains, which have traditionally been 
designed for two- to three-day coverage of the country and multiple daily 
delivery times, are being transformed to accommodate these short delivery 
promises. Gaining access to densely populated areas—in particular, to the 
e-commerce shoppers who live in those areas—is a priority.

Light-industrial properties—typically smaller than 200,000 sq. ft. and often 
located in or adjacent to infill urban markets—have been identified as the 
solution to the “last-mile” problem.

Light-industrial properties, initially out of favor in the early part of the 
current real estate cycle, are now in demand and have seen a rapid decline 
in availability and rise in asking rents relative to the overall market. 
 
The CBRE Light Industrial Owner vs. Occupier Analysis, a study of light-
industrial market dynamics in 15 major metropolitan areas, shows that the 
current landscape is favorable to owners and developers but that there 
remain several markets around the country with ample light-industrial 
space availability.
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The speed of the digital age has 
transformed the way we shop and the 
expectations we place on retailers. We also 
are living in an “impatient age” —a time 
when we have come to expect on-demand 
service from webpages that load instantly, 
car services that provide drivers in minutes, 
and packages that land on our doorsteps 
within hours. The battle in the e-commerce 
world is being fought over speed and the 
ability to deliver as much as possible as 
quickly as possible, and at little-to-no 
expense to the consumer. This has become 
the single-largest disrupter to the logistics 
industry, creating a supply-chain challenge 
and completely changing the way we think 
about industrial real estate and 
transforming the last-mile concept. This 
isn’t a new phenomenon, and it isn’t a 
fleeting trend either. Companies are now 
using industrial real estate as a strategic 
differentiator, which has led to strong 
market fundamentals in all markets. This 
report explores the growth of the same-day 
delivery expectation and the logistics 
strategies that retailers, both online and 
traditional, have implemented to make this 
same-day goal a reality.

INTRODUCTION
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The challenge of delivering 
product within a compressed 
timeline—whether to a 
customer or to a brick- and-
mortar retailer—is ultimately 
a supply-chain issue. The rise of 
e-commerce has forced supply-chain users 
to restructure how they use their facilities 
and to rethink where they locate them. 
Before e-commerce, supply-chain design 
was much simpler. Inventory turns were 
longer and consequently more predictable. 
An efficient and cost-effective supply chain 
could be designed as a network of just a 
few national distribution centers located 
across the country or region, providing 
access to an entire service area in 
approximately three days. 

The old supply-chain model was effective 
when the primary form of retail shopping 
took place in brick-and-mortar stores that 
replenished inventory on a longer 
schedule. Consumer expectations have 
changed, however, and supply-chain 
design has evolved accordingly. There is a 
growing expectation among modern 
consumers for same-day deliveries and 
unlimited returns. To meet the demands 
of this consumer, the modern supply chain 
has evolved into a network of facilities that 
optimizes speed to the consumer while 
maximizing total capacity. While a small 
number of locations were sufficient to 
provide two- to three-day customer access 
under the old model, the more recent 
model requires greater coverage for a 
shorter delivery time. Networks now 
include greater numbers of distribution 

EVOLUTION OF THE SUPPLY CHAIN
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FIGURE 1

NATIONAL DISTRIBUTION MODEL  (PRE-2007 VS. PRESENT)
Changing consumer preferences and expectations forced supply chain models to become 
more efficient nationwide.

Source: CBRE Global Supply Chain Services, January 2017.
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hubs across the country that are connected 
to a network of smaller warehouses and 
distribution centers aimed at providing 
the best possible delivery and returns 
service to the consumer. The current 
industrial cycle began in 2010 during the 
recovery from the Great Recession. Much 
of the market’s focus since then has been 
on big buildings and big markets. The 
portion of industrial leasing demand and 
construction that has occurred in this 

segment has been outsized, as users have 
restructured their distribution strategies to 
resemble the network depicted in Figure 1. 
The development market shows the extent 
of demand for big-box centers. Historically, 
buildings larger than 200,000 sq. ft. 
represented 30% to 50% of all 
completions. However, since the current 
development cycle began in late 2012, 
large space has dominated, averaging 74% 
of new deliveries.
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FIGURE 2

NEW CONSTRUCTION DOMINATED BY LARGE WAREHOUSE SPACE 
Large warehouse space as a % of total completions by year

Source: CBRE Econometric Advisors, Q4 2016.
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THE LAST MILE

In response to an increasingly 
impatient consumer base that 
demands better and faster 
service, occupiers are 
implementing the next phase 
in the development of their 
supply chains—incorporating 
smaller regional distribution 
centers and local service 
centers that can get them 
closer to the end user.  

While big-box construction has dominated 
this cycle so far, several signs show the 
market for smaller, last-mile facilities 
gaining momentum quickly. Occupiers 
increasingly are shifting their focus toward 
smaller light-industrial properties that 

comprise approximately 65% of warehouse 
stock. This product—warehouse space that 
is smaller than 200,000 sq. ft.—is usually 
located in or near infill areas. In contrast 
to the big-box distribution center, it 
features lower ceiling heights (28 feet or 
less), fewer loading dock doors and 
smaller land sites that accommodate less 
trailer and employee parking.

This smaller type of facility is ideal for 
regional and local service centers, where a 
smaller subset of a retailer’s inventory is 
held for a short time before it is shipped to 
the customer or store. A mega distribution 
center is not needed for this role; it can be 
filled comfortably by smaller, older 
facilities.  However, it is the location of 
these light-industrial facilities that is most 
crucial and makes them indispensable in 
this supply-chain and service strategy.
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FIGURE 3

STRIKING THE RIGHT BALANCE 

Source: CBRE Research, January 2017.
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E-COMMERCE DEMOGRAPHICS

Before retailers begin to scout 
locations for small warehouses 
to solve the last-mile problem, 
they need to understand who 
is in their core demographic 
and where are they located. 
Given that same-day or same-hour delivery 
methods can range from major freight 
carriers to local couriers working on 
bicycles or on foot, a service center’s 
proximity to the most likely shoppers—
within a radius of just a few miles—is 
paramount. Research from Nielsen 
suggests that millennials—the cohort aged 
21 to 34—are the most likely online buyers, 
with the group aged 35 to 45 also very 

likely to be active online. A survey 
conducted by global information services 
group, Experian shows that an annual 
household income of more than $50,000 is 
another indicator of online shopping 
likelihood. While other factors such as 
education level and gender play a role, age 
and income together form the clearest 
indicator of a current and future online 
shopper. In the U.S., the total pool of likely 
online shoppers (aged 21 to 45 with a 
household income of more than $50,000) 
is 24 million. An analysis of this group at 
the metro level shows they tend to cluster 
in or very near the urban core—the same 
areas where light industrial facilities are 
usually located.
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LIGHT INDUSTRIAL LANDSCAPE

After lagging the market in the 
early part of the current cycle, 
the light-industrial segment 
has rapidly improved over the 
past two years. Due to the last-mile-
driven diversification of the supply chain 
into smaller infill facilities, user demand 
for light-industrial properties has picked 
up. Since 2014, the availability rate for 
light industrial has decreased by 17% —a 

faster rate than both the big-box segment 
(over 200,000 sq. ft.) and the overall 
warehouse market.

The increase in light-industrial demand, 
coupled with the lack of new construction, 
has led to an inevitable rise in net asking 
rents. While this has been true for all 
segments of the market, the light-
industrial segment has seen rents grow at 
a greater rate than both the big-box and 
the overall market.
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FIGURE 4

LIGHT INDUSTRIAL AVAILABILITY 
VS. BIG-BOX AND MARKET 

FIGURE 5

LIGHT INDUSTRIAL NET ASKING 
RENTS VS. BIG-BOX AND MARKET 

Source: CBRE Research, January 2017.

Source: CBRE Research, January 2017.
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With light-industrial properties’ rise in 
importance and prominence in the supply 
chain, an analysis of the overall landscape 
is in order. Specifically, it’s important to 
know if their current fundamentals—total 
supply, availability and rents—are 
favorable for occupiers or owners/
developers. Through most of the current 
cycle, the recovery of light-industrial 
fundamentals has lagged the overall 
market, suggesting that conditions were 
slightly to moderately favorable for the 
occupier. However, demand for light 

industrial began to accelerate in late 2014 
and continued through 2016, pushing 
availability rates down and rents up. This 
shift has eliminated the occupier 
advantage, resulting in a definite owner 
market as of Q4 2016. Of the 15 major 
markets analyzed, two are classified as 
“Strong Owner,” five as “Moderate Owner” 
and two as “Slight Owner.” On the other 
side of the equation, no markets are 
currently “Strong Occupier,” three are 
“Moderate Occupier” and two are “Slight 
Occupier.”
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Markets that are favorable to the owner have a combination of rents, occupancy, short-term 
(one-year) and long-term (five-year) rent and availability changes that together are 5% or 
greater than the national light industrial average.
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FIGURE 6

LIGHT INDUSTRIAL OWNER VS. OCCUPIER ANALYSIS 
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Source: CBRE Research, Q4 2016.
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