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Rapid expansion in the popularity of online grocery and pharmaceutical sales coupled with changing 
requirements for product safety over the past several years have drastically impacted demand for well-located, 
temperature-controlled storage facilities. Many industries have experienced a shortage of multi-temperature-
controlled warehouse facilities when, and where, they need them. The current COVID-19 crisis has only 
amplified this shortage as demand has skyrocketed amid widespread “stay-at-home” online ordering and 
panic buying. This has left grocers, as well as pharmaceutical and biomedical producers and distributors, 
scrambling to balance product safety with customer service level requirements across their businesses. 

As economic and business uncertainty looms, it has become evident that this demand will continue to increase, 

especially when the fastest-growing industries such as e-grocery, meal kit distribution and e-pharmacy seem 

to be the ones that need multi-temperature cold storage facilities. Will the current pace of growth in this sector 

fundamentally alter the industrial and logistics real estate asset class make-up? Could multi-temperature cold 

storage facilities emerge as a new, completely distinct, asset class separated from its “parent” industrial and 

logistics category on the other side of the pandemic?  

Shifting Demand in North America

Across North American industrial and logistics markets, the Savills team has seen mixed impact on industrial 

transactions and capital markets since the onset of COVID-19. Now, nearly two months into the U.S. and Canadian efforts 

to contain the virus, well-heeled investors and developers are fortifying efforts to acquire well-positioned cold storage 

assets. These include opportunities that are near dense population centers, accessible via multiple modes of transport, 

proximate to workforce at scale and fit-out with inside-the-four-walls infrastructure to meet occupiers’ demands. 

Considering current circumstances, some industries have experienced a significant uptick in scale and immediacy 

of requirements – those include ambient and temperature-controlled manufacturing and storage, less-than-

truckload (LTL) and last mile distribution (LMD) facilities for food and beverage, pharmaceutical, biomedical and 

other necessary perishables and sundries associated with prolonged periods of social distancing. 

Factors for Investors to Consider Regarding Multi-Temperature Assets

Businesses that previously only needed a few hubs across the country along their supply chain to bring goods 

and services from source to consumers are now requiring multi-location supply chain setup, with a well-built-

out distribution network and logistical infrastructure for more efficient source-to-consumer delivery. Fueled by 

e-commerce, which has become the main channel of delivery to consumers in current circumstances, an overhaul 

of supply chain planning and execution has been necessary to the lifeblood across most industries operating in 

today’s environment.  
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Underbuilding in the sector and lack of uniformly adopted 
specifications is driving up pricing
The growth of online grocery sales has stoked demand for additional 

cold storage warehousing space in the U.S. and Canada, but the cost 

and complexity of constructing temperature-controlled storage facilities 

has caused the inventory pipeline to lag. Developers are not building 

fast enough to meet demand, due in part to the varying specifications 

that at times can seem unique on a user-by-user basis. Proper planning 

is required for facilities to be flexible enough for dry, temperature-regulated and frozen storage operating 

environments. Compounding the issue are ever-evolving regulatory requirements which vary on an industry-

by-industry basis (e.g., food manufacturing and pharmaceuticals). Lastly, multi-temperature and cold storage 

facilities have more complex power, water, wastewater and other utility and infrastructure requirements relative to 

traditional ambient warehousing and distribution.

The U.S. cold storage market size was valued at $98.11 billion (USD) globally in 2019 and is expected to expand at 

a compound annual growth rate (CAGR) of 12.1% through 2025. The pandemic is likely to push expected CAGR 

higher, driving up value for investors and the cost for end users of these facilities.

Cold storage adds value to third-party logistics (3PL) companies 
Third-party logistics companies are top consumers of and investors 

in multi-temperature cold storage facilities. Out of the top ten 3PL 

companies (by revenue), six have cold storage logistics facilities within 

their portfolio, which notably adds to market valuation. When looking at 

stock pricing for the 10 top 3PLs at the end of 2019 and over the month 

immediately following the U.S. onset of COVID-19 (limiting to those listed 

on the NYSE and NASDAQ), companies that have cold storage facilities in 

their portfolio mix outperformed those without such facilities by 16% at the close of 2019, and value remains 6% 

higher, on average, through April 15, 2020, even amid market turmoil. 

Resilience of publicly listed grocery chains amid pandemic  
Ahead of any COVID-19 related increase in demand, online grocery 

sales increased by 15% from 2018 to 2019 and grocery distributors and 

wholesalers are the largest users of multi-temperature cold storage 

facilities. With more people shopping online now than ever, growth this 

year should outpace last year’s level significantly, and continue in 2021 

and beyond. 
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Will Multi-Temperature Cold Storage Facilities Emerge as an Entirely New Asset Class?

Real estate stakeholders who were previously mildly interested in multi-temperature-controlled spaces are now 

viewing them through “rosier” glasses during the tumult. As the stock market continues to fluctuate, reeling from 

initial onset of the crisis, investors are looking for stabilized essential assets that have the potential to turn into 

viable mid- to long-term portfolio investment strategies.

Is a New Industrial Asset Class Forming?

Cold storage assets may be a bright spot for investors amid uncertainty, but is a new asset class forming? The 

indicators below show it is a strong possibility.
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At Savills, we help organizations find the solutions that ensure employee success. Sharply skilled and fiercely dedicated, our 

integrated teams of consultants and brokers are experts in better real estate. With services in tenant representation, capital markets, 

project management, workforce and incentives strategy and workplace strategy and occupant experience, we’ve boosted the 

potential of workplaces around the corner, and around the world, for 160 years and counting. Amplify the power of your people.
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At a time when nearly all sectors are taking a hit as the country remains in lockdown, grocery chains are thriving. 

Looking at some of the largest publicly listed grocers – including online food sales giants Amazon and Walmart 

– stock prices have increased by an average of 12% from the end of 2019 through April 15, 2020 (approximately 

one month into nationwide shutdowns), at a time when stock prices across other industries plummeted. Amazon 

saw an amazing 25% growth over this period, United Natural Foods (a wholesaler of grocery products in 

North America) saw an 18% increase and Kroger’s (regional grocer) stock price increased by 10%. As a primary 

consumer of cold storage space, this sector provides investors with increasing comfort that demand will hold 

stable or increase, even in challenging times.

Identifying Opportunities with Savills

The demand for well-fit-out facilities that check the 

boxes of safety and access to dense customer bases 

will keep developers eager to build more temperature-

controlled facilities, even before virus prevention 

restrictions are lifted. Add to that the uncertainty 

surrounding opportunities for alternative commercial 

real estate investment, and this sector will continue 

to drive industrial real estate development in the 

foreseeable future.

Savills multi-disciplined advisors have decades of 

experience in developing executable strategies at the 

intersection of our clients’ businesses and the physical 

facilities in which they operate. We will continue 

to keep a watchful eye on multi-temperature and 

cold storage market dynamics and regulations and 

specifications unique to the industry as the world 

emerges from this crisis. Savills advisors are poised to 

provide our perspective to investors and operators of 

multi-temperature and cold storage networks alike.
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