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With a national inventory of approximately 300 million square
feet, temperature-controlled industrial product (spanning
freezer, cooler, and multi-temperature space) represents around
2% of the total industry inventory.

Within that slim portion of the whole, burgeoning growth is
occurring, as the sector is benefitting from post-pandemic
recognition of its structural importance: the temperature-
controlled supply chain is essentially critical infrastructure
supporting the fundamental human need for sustenance.
Additionally, secular growth trends are rendering “cold storage”
an especially compelling alternative asset within the industrial
real estate sector.

The origins of modern cold storage can be traced back to the late
nineteenth and early twentieth centuries when the development
and mass production of refrigeration systems, coupled with
the invention of quick-freezing techniques, paved the way
for constructing the first cold storage facilities. This enabled
longer transportation and wider distribution of perishable
goods, effectively breaking the age-old constraints imposed by
geography and seasonality while also introducing consumers to
a greater variety in their diets.

As the industry evolved, certain states emerged as hotbeds for cold
storage space due to their proximity to ports, agricultural centers
of production, and regional population centers. This threefold
template for cold storage demand persists today, with California
leading the nation in cold storage inventory, agricultural
production, and population—not to mention its significant
maritime ports, including the country’s largest complex by cargo
volume, the ports of Los Angeles and Long Beach.

EVOLVING DEMAND DRIVERS

Throughout the latter half of the twentieth century, cold storage
inventory experienced incremental growth. However, the rise of
e-commerce in the mid-2000s disrupted traditional dynamics,
triggering a new wave of demand within the cold storage market.
Food and grocery e-commerce, as well as support for last-
mile operations, have accelerated rapidly, particularly in fast-
growing Sun Belt metropolitan areas. Population growth and
shifting demographics in these regions have catalyzed greater
demand for food and beverage products requiring cold storage.

Many consumers pivoted to online grocery shopping and meal
services during the initial phases of the pandemic. What began
as a safety consideration has now evolved into a convenient
routine. E-commerce grocery sales are expected to grow at a
4.5% compounded annual growth rate (CAGR) over the next
five years, outpacing the 1.3% rate expected for in-store grocery
sales. In addition, grocery is forecasted to grow to 19% of
all e-commerce sales by 2026, becoming the largest category
e-commerce spending.'

Future annual growth forecasted does mark a decrease from
the growth realized over the five years ending in 2023, due in
part to the extreme surges in demand during the pandemic,
and to the effects of persistent inflation, both of which the food
industry and the cold storage sector are adjusting to in a variety
of ways. For example, with grocery prices up 21% over the past
three years according to federal data, consumers are spending
less in real-dollar value on groceries. However, consumers are
sourcing their food and beverage purchases from a wider variety
of retailers. The average consumer shopped at 20.7 different
grocery retailers between March 2023 and February 2024,
a 23% increase from the same period between 2019 and 2020.2
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Consumers shopping at a wider variety of retailers is underscored
by data that shows a proliferation of new food and beverage
retail establishments, which is in turn supported by the growth
of users and operators in the cold storage sector. The number
of food and beverage retailers grew 10% from 2020 to 2023,
compared to a mere 1.2% between 2013 and 2020. Since
e-commerce adoption has been steadily growing over the past
decade, cold storage establishments have expanded in number
at an elevated rate (19.2%) between 2013 and 2020, but that
growth was also eclipsed in just the past few years (21% growth
between 2020 and 2023).

EXHIBIT 1: GROWTH IN FOOD AND BEVERAGE
RETAILERS AND COLD STORAGE ESTABLISHMENTS

GROWTH IN FOOD AND BEVERAGE RETAILERS

™

GROWTH IN COLD STORAGE ESTABLISHMENTS

Source: US Bureau of Labor Statistics
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Cold storage establishments have
expanded in number at an elevated
rate (19.2%) between 2013 and 2020,
but that growth was also eclipsed in
just the past few years (21% growth
between 2020 and 2023).

Interestingly, the expansion
in the number of cold storage
establishments is seen in
part as a reaction to greater
consolidation in cold storage

on the macro scale. The
biggest operators in cold
storage, Lineage Logistics

and Americold, accounted for
72% of the storage capacity
of the top twenty-five markets
in 2023, compared to 61% in
2019, increasing their share
of the cold storage market
through mergers, acquisitions,
and development.3

As industry giants continue to
solidify their dominant market
positions,  supporting  the
robust demand for cold storage
space from their largest clients,
this trend of consolidation
is fueling competition in the
sector. New and smaller users

unable to attain space in the
top cold storage firms’ facilities
are presenting opportunities
for new cold storage operator
formation and development
of the next generation of cold
storage space, appealing to
occupiers with a variety of
specific focuses and needs.

Mirroring trends throughout
the broader industrial market,
third-party logistics companies
are increasingly entering this
segment, providing additive
and complimentary fulfillment
and logistics services. In the
overall industrial market,
third-party logistics providers
represented a full third of
all leasing activity in 2023
as companies increasingly
outsource logistics operations
due to cost and complexity of
navigating supply chains.

EXHIBIT 2: TOP NORTH AMERICAN COLD STORAGE

OPERATORS (2024)

RANKING COMPANY CAPACITY IN CUBIC FT

1 LINEAGE 2,100,000,000
2 AMERICOLD LOGISTICS 1,280,500,000
3 UNITED STATES COLD STORAGE, INC. 405,550,822
4 INTERSTATE WAREHOUSING, INC. 121,300,842
5 FREEZPAK LOGISTICS 115,284,820
6 VERTICAL COLD STORAGE 77,334,052
7 ARCADIA COLD STORAGE & LOGISTICS 75,316,083
8 CONESTOGA COLD STORAGE 70,907,332
9 CONGEBEC INC. 65,800,000
10 CORE X PARTNERS 50,800,000

Source: Global Cold Chain Alliance (GCCA)
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The acceleration of grocery
and food e-commerce and
diversification and expansion
across the broader food
and cold storage sectors,
amplified by  population
and  demographics  shifts,
is complemented by several
additional influential trends
driving increased demand and
development of modern cold
storage space.

Cold storage is outdated. The
average age of cold storage
facilities in the top US markets

is 37 years, presenting
challenges due to inefficient
systems that generate

higher operating costs and
increased risk for product
spoilage. Obsolescence
will only accelerate further
amid the convergence of
evolving technologies such
as automation, robotics, and
Al. Demand for modern,
functional space has driven
renovations of older product
and developments of new
space to support supply chain
optimization, adoption of

warehouse automation, energy
cost reduction, and compliance
with sustainability mandates.

In addition to the growth of
e-commerce, the reshoring
and domestic expansion of
critical supply chains like
pharmaceuticals, medical
supplies and other life science
products is an emerging driver

behind new cold storage
construction — albeit on a
more modest scale. These
highly specialized facilities
are typically purpose-
built in proximity to major
biomanufacturing hubs

and rarely exceed 100,000
square feet. As one example,
Alcami Corporation recently
delivered a 65,000 square foot
pharmaceutical storage facility
in North Carolina’s Research
Triangle to offer cold storage
solutions to its biopharma
clients. This delivery follows
its  10,000-square-foot cold
storage expansion at an
existing Massachusetts facility
last year.

DEVELOPMENT NEAR ALL-TIME HIGHS

The convergence of these trends has pushed the development
of cold storage space to new heights. The national cold storage
development pipeline measured 9.4 million square feet at the
beginning of 2024 (approximately 206 million cubic feet).

EXHIBIT 3: US COLD STORAGE SPACE UNDER
CONSTRUCTION

Source: Newmark Research

Cold storage still accounts for
only 2.2% of the total industrial
development pipeline.

While ambient/dry warehousing space has seen a sharp decline
in the pipeline after an unprecedented surge driven by demand
and rock-bottom interest rates, cold storage development
remains near record highs in 2024

... And vyet, cold storage still accounts for only 2.2% of the
total industrial development pipeline, remaining disciplined in
relation to demand. The limited development pipeline is due to
a host of factors: steep development cost increases over the past
few years, interest rate hikes, and unpredictable supply chain
and consumer behavior.

Additionally, speculative cold storage space presents heightened
riskiness in development as opposed to speculative ambient/
dry storage due to a variety of factors. Port-serving and strong-
population growth markets have seen a limited amount of
speculative for cold storage development recently. Still, high
operating costs, unique tenant requirements and the inflexibility
for potential future conversion all play into consideration.

Conversely, modern specifications for ambient/dry storage are
remarkably uniform across the country, which has allowed
speculative development to substantially grow share; around
87% of the logistics pipeline was speculative in nature at the end
of 2023, according to Newmark Research. Costs of cold storage
construction are twice the cost per square foot of traditional
warehouses or more, depending on building specifications and
amount of cooler/freezer space, increasing financial risk for not
securing a tenant pre-delivery.

Nationally, the cold storage market vacancy rate was 4.4%
in Q1 2024, 160 basis points less than the overall industrial
average, indicating a steadier, more disciplined growth pattern
has benefitted the market with little risk for oversupply.
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EXHIBIT 4: Q1 2024 US VACANCY RATE,
COLD STORAGE AND TOTAL INDUSTRIAL

Source: Newmark Research

KEY MARKETS AND METRICS

Cold storage projects are under construction in at least
18 states, with Florida, the Carolinas, and Texas seeing the
greatest development volumes. Largely mirroring broader
warehouse/distribution trends, seven of the top ten cold storage
markets are in Sun Belt states, with Texas markets Dallas
and Houston experiencing the greatest percentage growth in
inventory over the past five years.

As transportation costs account for roughly half of overall supply
chain costs, cold storage users will continue to follow end-
consumers, with four of the top ten cold storage markets (Dallas,
Houston, Central Florida, and Phoenix) located in the top ten
major metros for population growth over the past five years.

TWO PARTICULARLY DYNAMIC MARKETS FOR
DEVELOPMENT IN RELATION TO EXISTING INVENTORY.

Jacksonville, FL

As a market with less than two million square feet of cold
storage inventory, Jacksonville has 900,000 square feet of
cold storage space currently under construction — nearly
50% of the existing market.

Wilmington, NC

The Wilmington market has over a million square feet
in proposed cold projects, as well as a few projects that
were recently delivered or are in active development.
Refrigerated container volume increased 300% from
FY15-FY21 at the Port of Wilmington.

EXHIBIT 5: KEY MARKET METRICS

COLD STORAGE
MARKET METRICS

2023 FOOTPRINT UNDER CONSTRUCTION EXISTING INVENTORY, 2023 AVG. TAKING RENT
MARKET (MSF) (MSF), 4Q 2023 AVG. YEAR BUILT (YEARLY PSF NNN)
NEW YORK-PHILADELPHIA 21 1 1981 $25.00-$42.00
LOS ANGELES-INLAND EMPIRE 17.1 0 1975 $26.00-$32.00
DALLAS 17.5 0.4 1988 $15.00-$19.00
CHICAGO 12.4 0 1985 $11.00-$20.00
ATLANTA 10.6 0.8 1993 $16.00-$21.00
HOUSTON 8.4 0.6 1996 $16.00-$22.00
TAMPA-ORLANDO-LAKELAND 8.3 0.7 1986 $19.00-$22.00
BOSTON-PROVIDENCE 8.2 0.1 1979 $17.00-$25.00
PHOENIX-TUSCON 5.7 0 1987 $16.00-$19.00
SOUTH FLORIDA 5.7 0.4 1982 $20.00-$25.00

Source: Newmark Research, CoStar. *High end of ranges for newest product; some rents estimated based on

developments marketed in region.
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EXHIBIT 6: COLD STORAGE SALES VOLUME

QUARTERLY VOLUME

Source: MSCI

From a capital markets perspective,
cold storage sales volume has
normalized after a historic run-up
during pandemic-era peak demand
and low rates. Although investor
interest remains strong, a smaller
pool of assets poses limitations. Cap
rates for recent transactions span high
4s to mid 7s, depending on individual
market and asset dynamics.

WHAT’S NEXT FOR COLD STORAGE?

ABOUT THE AUTHOR

Looking ahead, projections from Newmark Research forecast
annual cold storage inventory additions ranging from five to
seven million square feet on average over the next five years.
However, renovations of existing facilities may increase as
an alternative to new construction, as approximately sixteen
million square feet of inventory have undergone significant
renovations over the past decade. These renovated properties
had an average age of 42 years. Around 10% of the total US cold
storage inventory predates 1960, which is essentially obsolete.

Beyond the risk profile of new development, another element
that may keep new product development disciplined is the
significant amount of cold storage space that resides within
the retail sector. Major companies are increasingly leveraging
their store networks’ proximity to customers by incorporating
omnichannel fulfillment strategies.

Facilitating e-commerce orders via “click and collect” models
has rapidly compressed the last-mile delivery timeline and
proved increasingly popular with consumers. Players without a
notable retail presence, like Amazon, are proactively expanding
requirements for facilities that can fulfill orders for perishable
groceries and pharmacy goods.*

Beyond the small-but-mighty handful of dominant national
operators, the cold storage landscape is highly fragmented,
with many small, localized family-owned firms or regional
providers. These firms often lack the capital resources or
incentive to modernize aging assets. This dynamic is leading to
a bifurcation, with new state-of-the-art product being delivered
for those capable of achieving scale, while older facilities may
continue serving some tenants.

Cold storage opportunity lies ahead, driven by the continued
proliferation of online grocery, the rise of new food production/
distribution markets, ever-increasing sustainability mandates
necessitating greater efficiency, and resolute national efforts to
fortify food supply chain resilience after vulnerabilities were
exposed during the pandemic. These trends will induce steady
investment and spur innovation across the cold storage sector
for years to come.

Lisa DeNight is Managing Director, National Industrial
Research, at Newmark, a leading commercial real estate advisor
and service provider to large institutional investors, global
corporations, and other owners.
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