
 

What to expect from the industrial property market in 2021

The industrial property market in 2021 is certainly not an easy one to predict. However, learning from the past year's events
gives us a good idea of what we can expect.
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Here the main themes of industrial property in 2020 and how the year ahead will play out:

What does this mean for the industrial property market in 2021?

The global economy will remain weak in 2021, however, due to vaccine roll-outs, developed economies will recover fastest
towards the end of 2021. Developing countries will likely only see their economies improve in 2022.
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The industrial property sector was the best performing property asset class in the last 12 months.
Logistics and warehousing were the best performing components of the industrial property sector. Also, food-related
businesses faired relatively well.
While overall industrial rentals softened, they were not as dramatic as the retail, office and leisure sectors.
New industrial developments were minimal. These were mainly developed for specific businesses.
Efficient buildings/warehouses were in more demand than older, less efficient buildings. Think m³ rather than m².
Notwithstanding the difficult economic conditions, demand for environmentally friendly buildings was strong.
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The industrial property sector in South Africa will remain tough, but better than the retail, office and leisure sectors - the
speed of recovery will depend on the speed of the vaccine roll-out.

Companies utilising industrial property will continue to push for enhanced efficiencies, while modernisation across all
business processes will be a continued theme. This includes further mechanisation of processes, where possible. Also, far
greater utilisation of computerisation and cloud-based solutions. Along with better computerisation, access to buildings with
fibre/ 5G will be critical.

Along with greater computerisation, the ratio of offices to warehouses and factories will continue to decrease (i.e., less
office space in demand) and demand for environmentally friendly buildings will increase.

Eskom and load shedding concerns

Hopefully, Eskom will not impose too much load shedding in the year ahead. However, as the economy picks up and the
utilisation of power increases, Eskom’s ability to cope with the increased demand remains an ongoing concern.

Certain businesses will try to keep leases short until a greater amount of certainty returns, and landlords will demand higher
rentals for the luxury of a shorter lease in the industrial property market. In general, industrial rentals will remain under
pressure during 2021.

Asking rentals in the last quarter of 2020 were lower than at the same time in 2019 and in addition, achievable rentals are
now roughly 10% lower than asking rentals, whereas a year ago achievable rentals were only 5% lower than asking rentals.
This will be due in part to the weak economy and the competitiveness of landlords to secure tenants for their vacant
buildings.

The industrial property sector in South Africa should, once again, be the best performing property sector in 2021.
Recovery at the end of 2021 and into 2022 (of all business sectors) is likely to be heavily reliant on the manner in which
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South Africa deals with Covid-19 and the speed and efficiency at which it can roll out a successful vaccination programme.
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