HIGH OCCUPIER DEMAND AND A SECURE GROWTH PIPELINE MAKE PROPERTY
NEAR FREIGHT HUBS AND INLAND PORTS A SOUND INVESTMENT BET.

DEVELOPMENTS IN AND AROUND
inland freight hubs are in hot demand as
both investors and occupiers place high
value on warehousing and industrial sites
that are secure and easily accessible via
key transport links.

In recent years New Zealand’s two
largest sea ports, Ports of Auckland
and Port of Tauranga, have invested
in multiple regional sites around the
country to expand their offsite storage
capacity. Ports of Auckland now has
freight hubs at Wiri in South Auckland,
Northgate in Waikato, and Longburn
near Palmerston North (a joint-venture
with Napier Port and Icepack cold
storage).
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Port of Tauranga has MetroPorts in
Auckland and Rolleston, a container hub
in Timaru, and the Ruakura Superhub
near Hamilton, a joint venture with
Tainui Group Holdings.

Bayleys industrial and logistics experts
point to these sites, and land adjacent to
them, as offering excellent fundamentals
such as robust infrastructure, high
demand from occupiers and growing
need from the country’s biggest ports.

Data from the government’s Freight
Information Gathering System shows
Port of Tauranga, the country’s largest
port, handled around 700,000 twenty-
foot equivalent units (TEUs) of container
volume in 2019. In its results for the year

ended June 2022, the company reported
container volumes had increased to
1,241,061 TEUs. 2019 figures for the Ports
of Auckland show it moving more than
400,000 TEUs, with that figure reaching
811,565 by the end of FY22.

Bayleys insights research analyst Ankur
Dakwale says with increasing volumes
the two largest ports have been investing
widely in inland hubs to help ensure
freight and logistics companies are more
easily able to access their services.

“Ownership of industrial properties
near the ports is generally tight and sea
ports are often located alongside urban
areas, so have limited opportunity to
expand,” Dakwale says.

“In some cases, the opportunity
for third parties to purchase freehold
properties is also limited because the port
companies own some of the properties
around the port, or leasehold structures
have been put in place so that only
leasehold interests are readily available.”

Bayleys head of insights, data
and consulting, Chris Farhi adds
that properties near freight hubs
offer excellent prospects and robust
fundamentals for investors.

Typically offering well-established
transportation networks across both
road and rails, freight hubs are extremely
appealing to occupiers, Farhi says.

“They’re in desirable locations for
most occupiers because they have
well-established infrastructure which
can simplify logistics and lower
transport costs.

“There’s also security for investors
because the ports these freight hubs

“OWNERSHIP OF INDUSTRIAL
PROPERTIES NEAR THE
PORTS IS GENERALLY TIGHT
AND SEA PORTS ARE OFTEN
LOCATED ALONGSIDE URBAN
AREAS, S0 HAVE LIMITED
OPPORTUNITY TO EXPAND.”
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serve represent huge infrastructure and
are unlikely to move in the short term,”
he says.

Bayleys national director industrial
and logistics Scott Campbell says
demand for these ‘port-adjacent’ sites is
strong and growing from both occupiers
and investors around the country.

“There’s always been interest from
investors in this category of development
and it has always been of higher value
because it offers speed to market and
lower freight costs.”

SOUTH AUCKLAND

Southern areas of the Auckland region,
particularly Wiri and Drury have the
added advantage of being adjacent to
Auckland International Airport as well
as Ports of Auckland and inland freight
hubs, Campbell says.

Key industrial and logistics
developments in the region include
the Logos Wiri Logistics Estate, and

Drury South Crossing, a master-planned
industrial estate. Both have experienced
much faster uptake from occupiers than
predicted, particularly from food sector

businesses, Campbell says.

“The Logos development in Wiri had
a gestation of about 10 years and they
have filled it in five. It’s a similar story
with Drury South Crossing which had a
gestation of 15 to 20 years and the uptake
there has been about 40 percent faster
than anyone anticipated,” he says.

The next cab off the rank in the area
will be Basalt Business Park, which
should attract the same high levels of
interest, located about three kilometres
away from the Ports of Auckland inland
port and five kilometres from the airport.

Campbell adds that the other
investment category likely to benefit
from the growth of freight hubs and
inland ports is ‘last mile of delivery’
logistics developments, housing
distribution centres and couriers.

“They aren’t necessarily close to the
hubs and ports but they are where most
of the goods end up, and there is a lot
of growing interest in those types of
developments, particularly with the
growth of e-commerce.”

WAIKATO

Bayleys Waikato commercial director
David Cashmore says that the region is
uniquely located for ease of access to
the ports in Auckland and Tauranga via
both road and rail networks, making it a
sought-after location for freight, storage
and logistics operators.

“The logistics of having a Waikato
base just make sense. It’s why both Port
of Tauranga together with Tainui Group
Holdings (TGH), and Ports of Auckland
have set up inland ports here,” Cashmore
says. “The access to transport networks
here make it a great place to offload from

Total Property |



trains and distribute around the country
without the complexity of having only
one road in and out.”

Land near the inland ports at Ruakura
Superhub and Northgate is in increasingly
high demand, Cashmore says.

“The accessibility, with access to major
expressways, is key, but there is also a
snowball effect. The more businesses
that locate in these industrial freight
hubs, the more appealing they become to
other businesses.

TGH has leased approximately 19.5ha
of logistics and industrial-zoned land
via a combination of design-build and
lease projects, at the Ruakura Superhub
which includes the joint venture Ruakura
development with Port of Tauranga.

Other Ruakura Superhub projects
include the 13,000sqm Big Chill cold
store distribution facility design build
and lease, and a 40,000sqm Kmart
distribution centre, a 5,000sqm regional
hub for PBT and a 4.5ha ground
lease where Maersk are developing a
16,000sqm cold store facility. TGH has
also entered into a 1.6ha ground lease
for a service centre near the Superhub,
with Waitomo Group and its partners
McDonalds and KFC.

Tainui Group Holdings general
manager development Peter Tuck says
the Ruakura Superhub is particularly
sought after because of the commercial
benefits it offers compared to other North
Island locations.

As well as its prime location in the
'Golden Triangle' between Auckland,
Hamilton and Tauranga, and access to
transport routes, the inland port allows
companies to future-proof supply chains
against unforeseen disruption.
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“THE MORE BUSINESSES
THAT LOCATE IN THESE
INDUSTRIAL FREIGHT
HUBS, THE MORE
APPEALING THEY
BECOME TO OTHER
BUSINESSES.”

BAYLEYS WAIKATO COMMERCIAL
DIRECTOR, DAVID CASHMORE

“We have seen an increase in interest
from investors, developers and occupiers
for the Ruakura Superhub particularly
on the back of recent supply chain
difficulties, as Ruakura Superhub has
the ability to access both the Port of
Tauranga and Ports of Auckland via rail
which provides strategic optionality to
businesses, and supply chain resilience,”
Tuck says.

“At present about 65 percent of New
Zealand's freight is transported within
the Golden Triangle and the volume of
freight is forecast to double over the next
20 years. Ruakura Superhub is located at
the nexus of this freight movement. In
short, the location will continue to be in
demand irrespective of where we are in
the property cycle.”

Another advantage of creating freight
hubs and inland ports is the ability
to aggregate cargo from co-located
importers and exporters, reducing freight
costs, Tuck says.

“At 490ha, Ruakura Superhub offers
sites which can accommodate the
emerging class of super distribution
centres demanded by global supply
chains.”

Tuck says Ruakura Superhub also offers
broader social opportunities as well having
commercial and financial appeal for
investors. Those include de-carbonisation
of the supply chain by shifting more
freight from road to rail, and the ability of
TGH to return distributions to its Waikato
Tainui iwi owners to be invested in local
social, cultural, environmental and
economic programmes.

Environmental sustainability has
played a key role in the Superhub
development, with enhanced stormwater
design using open swales, and a 10ha
wetland with habitat creation for native
eels and lizards, Tuck says. The site also
includes the creation of greenspace, an
embedded solar network, cycleways,
walkways, and planting of more than a
million plants for stage one development.

BAY OF PLENTY

While Port of Tauranga has been
expanding its freight storage capacity
around the country, other industrial
developments at Tauriko Business Estate
and Rangiuru Business Park near Te Puke
(currently in development) are generating
interest among businesses wanting land
within manageable distance to the port,
says Bayleys Tauranga commercial &
industrial director, Mark Walton.
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“THE AMOUNT OF
ENQUIRY WE'VE HAD FOR
INDUSTRIAL BUILDINGS
OVER 2,000SQM IN THE
LAST FEW MONTHS IN
TRANSPORT, LOGISTICS
AND WAREHOUSING
IS HUGE.”

BAYLEYS TAURANGA COMMERCIAL
AND INDUSTRIAL DIRECTOR,
MARK WALTON

Rangiuru Business Park is expected
to be released late 2023 or early 2024
bringing much needed additional
industrial land supply, Walton says.

“The amount of enquiry we’ve had for
industrial buildings over 2,000sqm in
the last few months in transport, logistics
and warehousing is huge, but there is
very little supply. Most new land is at
Tauriko and the soon-to-be completed
Quayside development near Te Puke, but
the market is very tightly held.”

Industrial has been the most attractive
category to investors in the last few
years, Walton says. “The Bay of Plenty
has delivered exceptional capital growth
over a sustained period of time. While
we saw it plateau slightly in mid-2022,
this kind of investment is a long-term
game. We did see development land rates
stabilise at the close of the year thanks to
the demand fundamentals we see in our
Tauranga market.

“Those are the lead times to get
development land build-ready, the
strong organic growth of our homegrown
businesses and the relocation of new
entrants to the city.

“Vacancy rates for leased properties
were quite possibly the lowest we’ve seen
by the end 0f 2022.”

Walton says the Tauriko/Mount
Maunganui Industrial precinct has
no options over 500sqm that are built
and ready for immediate occupation,
which reflects an extended period of low
vacancy and limited options for tenants.

“We are working with a healthy volume
of tenants on design-build projects which
contrasts to previous years where to a
degree tenants have expected to find
tenant-ready options.

“Viability is a significant issue
currently and as a result we are seeing

prime warehouse rents at $140/sqm for
larger warehouses (1,000sqm) which
will help to offset rising construction
and lending costs. We anticipate these
rentals will move to the $160/sqm range
this coming year.”

SOUTH ISLAND

Inland port developments in and
around Rolleston, near Christchurch are
turning the satellite town into a thriving
commercial and industrial hub, says
Bayleys South Island general manager

commercial and industrial, William Wallace.

The town is home to the 15ha Tauranga
Metro Port, as well as Lyttleton’s
MidlandPort with 27ha of industrial
land, and Tawhiri, the Ngai Tahu
industrial subdivision which sold out
in approximately 18 months. That is
adjacent to the Izone Industrial Park, and
IPort business park which connects via
road and rail to both Lyttelton Port and
Christchurch Airport.

“We have seen a huge growth in
demand for industrial land, particularly
from the big supply chain and logistics

PORT-ADJACENT PROJECTS

companies,” says Wallace. “There aren’t
many parcels of land available now. Most
of those on the market are now on-sales.”

He adds that the growth in demand is
being driven by the growth of e-commerce
and some challenges in supply chain
management meaning more businesses
need more warehousing that is easily
accessible to and from transport links.

“It has created a small city at Rolleston,
where the industrial developments have
also sparked the development of shopping
centres, schools and retail.”

Wallace says growth at the port in
Timaru means it is another region to keep
an eye on in the medium term. With Port
of Tauranga having invested in a container
storage facility in Timaru, and the Scott
Base Aotearoa development in progress,
there is increasing interest in future
logistics and warehousing opportunities in
the South Canterbury town.

“Timaru is doing exceptionally well,
with lots of interest. We haven't yet seen
the growth of more industrial logistics
developments but it is definitely a region
to watch.”

Recent and current listings and developments include:

Basalt Business Park - including a 6,000sqm warehouse design-build opportunity,
with 500sqm office and 2,400sqm canopy with six full-height roller doors.

Drury South Crossing: $800 million master-planned 361ha mixed-use precinct
including more than 900,000sqm of industrial and commercial development

Wiri Logistics Estate: located at the intersection of the South-Western Motorway
and Roscommon Road, within 26km of Auckland CBD and 8km of the airport,

accommodating users up to 50,000sqm.

Northgate Business Park - last remaining lot in Stage 1 is 8,185sqm site within the
100ha industrial development, located at the 'Golden Triangle' where Auckland,
Tauranga and Hamilton intersect. Nearby occupiers include Northpower, Ports of
Auckland, Civtec, Waikato Milking Systems, TMC Trailers and more.

Rangiuru Business Park - around 28km south-east of Te Puke, with 178ha of land
being developed in four stages, with stage one titles expected to be released late-

2023 or early-2024.

Tauriko Estate Industrial Park - freehold 7,682sqm site recently sold to an investor
for $10.5m or a yield of 4.28%. Lease returning $450,000pa + GST and outgoings.
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