
Supply Chains and Real Supply Chains and Real 
Estate:  WhatEstate:  What ’’s happening s happening 
now?now?

��������	�
��
����� �������
�������
��
�������������
�	



LetLet ’’s Start with the MACRO s Start with the MACRO 
Goods Movement PictureGoods Movement Picture

• China/Asia is still the manufacturing leader 
in the world

• Fuel costs and surcharges are definitely 
playing into manufacturing locational
decisions.

• Port growth is important to know, but where 
the BOX gets opened is the key driver!!



Top 10 U.S. Ports, 2007 TEU Volume Top 10 U.S. Ports, 2007 TEU Volume 
and Growth over 2006 (in millions)and Growth over 2006 (in millions)
• Los Angeles* 8,355 -1.4%    
• Long Beach* 7,316  +0.4%
• NY/NJ            5,299    +4.1%
• Savannah                 2,604 +20.6%
• Oakland 2,388 -0.1%
• Hampton Roads (VA)* 2,128 +4.0%
• Seattle             1,973 -0.7%
• Tacoma 1,924           -6.9%
• Houston                   1,768               +10.1%
• Charleston               1,754 -10.9%
TOTAL US VOLUME – 2007  =   43,046,746 TEU
* Capacity for 8000+TEU vessels (+Halifax and Princ e Rupert)
(All other U.S. Ports not listed = the approximatel y 18% of Total U.S. TEU Volume)



2008 Total TEU Growth 2008 Total TEU Growth 
Port of Entry January to 

July - 2008 TEU 
Volume

% Growth over 
Jan – July

2007

Los Angeles 4,472,638 -6.1%

Long Beach 3,778,129 -9.4%

NY/NJ** 994,962 +4.7

Savannah* 874,798 +7.8%

Oakland* 735,264 -1.1%

Hampton Roads (VA)* 512,546 +0.3%

Seattle* 580,971 -3.4%

Tacoma**
Houston

444,383

1,096,000

-5.8%

+10.5%

•January – April 2007 to Growth Over Same Period 2007

•** January – March 2008 to Growth Over Same Period 2 007 
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$1.9 Trillion 
Imports

$1.1 Trillion 
Exports



LA-Long Beach Container Volumes Forecasts  
(LAEDC, modified Q2 - 2008)
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Actual 2005 TEU Count = Actual 2005 TEU Count = 
14.2 Mill TEUs14.2 Mill TEUs
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Seattle/
Tacoma

Los Angles / 
Long Beach

Lazaro 
Cardenas

Oakland

Houston

Savannah / 
Charleston

Norfolk
Columbus

Prince 
Rupert

Mexico 
City

Intermodal Routes to Major Inland Ports

Dallas/
FW

Atlanta

Memphis

Chicago

Kansas 
City

NY/NJ

Cent. PA



Megapolitans

Sources: Population, employment, and real estate growth forecasts by 
Robert Lang and Arthur Nelson of the Metropolitan Institute at Virginia Tech 

and Phil Hopkins of Global Insight; Business 2.0, November 2005 

Major Population Centers 
Forecast for 2030

Memphis

Columbus

NEW INTERMODAL 
TERMINALS



Site Selection 101 Site Selection 101 ––
Outbound LogisticsOutbound Logistics

• Supply Chain practices: (outbound)

– Store Locations/Customer Locations

– “Last mile” cost calculations

– Labor, Labor, Labor, leads to 

– Location, Location, Location



Survey of 900 – July 2008



Site Selection 201 Site Selection 201 ––
Inbound LogisticsInbound Logistics

• Supply Chain practices: (inbound)

– Must improve reliability/predictability

– Must reduce or control costs

– Must increase or improve velocity and 
throughput

– Must avoid congestion, uncertainty
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East Coast – West Coast DC Model 
(2 DC Model)
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POOL Warehouse Model  -
Using more “gateway ports”

� � �

17% Transportation Savings Over Baseline ($1,042K A nnually)
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Flow DCs or Postponement Logistics
IDC and Regional DCs Model

� Product is mfg. and 
sent to either east coast 
or west coast flow 
center

� Maintains full container 
shipments because bulk 
PO’s are created with 
the intent to service 
multiple DC’s

� Full containers are 
shipped directly to the 
flow center

W/C Flow 
Center

� Quantity splits for 
individual DC’s are 
postponed until flow 
center receives arrival 
notice 5 days in advance 
of inbound port

� Product “flows through”
and is sent over the road 
to regional DC’s that 
serve retail stores

Vendors
E/C Flow 
Center



DC Placements Based on 
Two (2) U.S. DC locations

Stockton, CA

Columbus, OH



DC Placements Based on 
Four (4) U.S. DC locations

Stockton, CA

Atlanta, GADallas, TX

Columbus, OH



DC Placements Based on 
Six (6) U.S. DC locations

Ontario, CA

Atlanta, GADallas, TX

Chicago, IL

CENTRAL, PA

PNW 



DC Placements Based on 
Seven (7) U.S. DC locations

Ontario, CA

Atlanta, GADallas, TX

Chicago, IL

CENTRAL, PA

Lakeland, FL

PNW 



DC Placements Based on 
8 - U.S. DC locations

Atlanta, GADallas, TX

Chicago, IL

CENTRAL, PA

Lakeland, FL

PNW 

Phoenix AZ

Stockton, CA



DC Placements Based on 
10 - U.S. DC locations

Atlanta, GADallas, TX

Chicago, IL

CENTRAL, PA

Lakeland, FL

PNW 

Phoenix AZ

Stockton, CA
Denver CO

Minneapolis MN



“What-If” scenario in 2030, with 
$7.00 Diesel!

Houston or 
Dallas, TX

Chicago, IL

Norfolk, VA

Jacksonville, FL

PNW 

East Inland 
Empire

Tracy, CA

Kansas City



Establish, Inc/Herbert W. Davis and Company 2006 Database
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50.3%
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9.5% 7.8% 4.3%

Customer
Service

Admin Supplies Other

2.7% 2.2% 1.2%

Inventory

Logistics Cost Breakdown 2008 Est.
60%+
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Challenges Challenges –– What ifs?What ifs?

• ILWU

• TWIC

• 10+2

• 2008 Election Outcome

• Fuel @ $125 +

• Cost of going “Green”

• U.S./Global Economic Challenges



z

Megapolitans

Sources: Population, employment, and real estate growth forecasts by 
Robert Lang and Arthur Nelson of the Metropolitan Institute at Virginia Tech 

and Phil Hopkins of Global Insight; Business 2.0, November 2005 

East Coast-West Coast TEU
cost line equilibrium 

I-35 Corridor 
+40%

Gulf Coast 
Belt +31% 

Cascadia 
+38%

Norcal 
+35%

Southland 
+35%

Valley of 
the Sun 
+81%

Great Lakes 
Horseshoe +10%

Atlantic 
Seaboard 

+12%

I-85 Corridor 
+35%

Southern 
Florida 
+52%



Chicago

St Louis

Memphis

Charleston

Population density makes intermodal rail an 
essential part of freight movement

� Eastern U.S. region holds 
66% of the U.S. population

� Approximately 75% of U.S. 
consumption takes place in 
the East

Source: Global Insight

Projected population growth will 
increase volume and capacity 

requirements

Projected population growth will 
increase volume and capacity 

requirements

2006 Population

Miami

New York

Jacksonville

New Orleans
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� Provides access to major population markets on 
the East Coast and in the Mid-West.

� Receives import goods directly from Port of 
Savannah into multiple Rail Ramps (inland ports) 
for distribution locally and regionally.

� A new Norfolk Southern terminal is planned for 
northern Atlanta (the exact site has not been 
disclosed publicly).

� Strong transportation infrastructure, a diverse and 
educated labor pool and large population make 
this market a key location for distribution centers.

Atlanta , GA



Atlanta Rail Overview
� Norfolk Southern’s (NS) Austell intermodal terminal is 

seeking to densify the site by adding new rail and 
container handling systems to gain efficiencies. 

� NS is operating a Los Angeles to Atlanta service that will 
have daily train service from the U.S. West Coast 
through the Southeast on the Meridian Speedway. 

� CSX Railroad is adding service enhancements to their 
Triangle Service which will connect their Jacksonville, 
South Florida capacity to routes that will impact volumes 
in Atlanta, Columbus and Chicago as well as Harrisburg, 
PA with connections well into the Northeast and 
Midwest. CSX currently has major rail yards in Waycross 
(Rice), Atlanta (Tifford), and Savannah and Intermodal 
terminals in Atlanta, Fairburn, and Savannah



Atlanta Industrial 
Real Estate Overview

$4.112,703,325(140,649)11.7%69,193,260590,209,134TOTALS

$3.662,703,3251,275,05312.0%59,249,133494,533,705Warehouse/DC

$7.34-(1,099,423)13.3%8,182,31061,457,578R&D/Flex

$4.33-(316,279)5.1%1,761,81734,217,851General Industrial

Asking 
Rent 

WH/Dist
SF Under 

Construction
YTD 

Absorption% VacantVacant SFTotal SFProperty Type

Source:  Grubb & Ellis 3Q2008 Market Report on Atlanta



29,168Seattle

29,705New York

30,974Norfolk

31,004Port Everglades

37,440Miami

65,364Charleston

79,704Savannah

173,585Long Beach

175,688Los Angeles

185,055Newark

Total Containers into State of 
Georgia in 2007Port of Entry

2007 Total Port of Entries into the State of 
Georgia By Container Volume



Real Estate Conclusions?Real Estate Conclusions?

• No “one-size-fits-all” DC strategies are here to stay

• Key is population/store base (outbound strategy), 
supported by the Inbound Logistics Strategy.

• Cheapest way, to get longest mileage, 
with less handling, will become more 
important now.

• So, work with the Railroads!

• Beware!!  The R-word is Real!



Explaining the FTZ Value Prop
• I have taught real estate professionals about the FTZ 

program since 2003.

• Since that time, Brokers in New York/New Jersey, 
Miami, Phoenix, Los Angeles, Inland Empire, 
Seattle/ Tacoma, Atlanta, Houston and Chicago 
have leased 5,000,000 + FEET of industrial space.

• HOW?  Because they “got it” when it comes to the 
FTZ VALUE PROPOSITION!



Retail Importers Using FTZ’s
• Dell
• HP
• Onkyo
• Winnebago
• Skechers
• Reebok
• Adidas
• IKEA (3)
• Black and Decker (4)
• Academy Sport Goods  (2)
• Laufen Tile (3 DC’s)
• Arizona Tile



Retail Importers Using FTZ’s

• Nine West
• Coach Leather Goods
• Mercury Marine
• Sony (3) Adding 7 DC’s in LA
• LA Gear
• Lex Mark Printers
• Keds
• Clarion



Retail Importers Using FTZ’s
• Gymboree
• Helen of Troy
• Sharp Electronics
• J C Penney’s
• JVC Electronics
• Pioneer Electronics
• Thompson Consumer Electronics
• Conair
• JJ Baker
• Oneida



3PLs Supporting FTZ’s
• EXEL LOGISTICS
• EGL GLOBAL LOGISTICS
• APL LOGISTICS
• RYDER LOGISTICS
• NIPPON EXPRESS LOGISTICS
• USF WORLDWIDE/LOGISTICS
• AIRBORNE/DHL LOGISTICS
• NYK LOGISTICS
• DSC LOGISTICS
• PacAm



Developers Using the FTZ
• ProLogis
• IDI
• AMB Properties
• Majestic Realty
• First Industrial
• Centerpoint Prop.
• ING Clarion
• Hillwood/Perot

• Carson Companies
• The Allen Group
• Kennedy Advisors
• Sares-Regis
• DP Partners
• Liberty Prop Trust
• RREEF
• Duke
• Watson Land Company
• Johnson Development



So, How does an FTZ help?

• The FTZ speeds up the supply chain.

• The FTZ importing process costs less.

• The FTZ security is better than other methods.

FASTER    - CHEAPER   - BETTER



So, How does an FTZ help?
The FTZ importing process costs less:

� $300,000 to $1,000,000 on AVERAGE:
� Duty Deferral
� Duty Elimination
� Duty Reduction

� Inventory Tax Elimination (Ohio, TX, AZ)
� Merchandise Processing Fee Elimination

� let me explain this last step….



How do Brokers sell FTZ?

• Understanding the FTZ process is Step 1.

• Discuss the concept with larger retail 
customers.  

• 300,000 ft or more, or

• $100 Million in import value per year, or

• 1,000 Customs Entries or more… THEN…



THANKS!  THANKS!  

Any Questions?Any Questions?
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