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A Letter to Our Shareholders
FROM THE PRESIDENT AND CHIEF EXECUTIVE OFFICER PETER E. BACCILE

We appreciate your continuing interest in our Company and are pleased to provide this 
review of our 2023 per formance and, importantly,  a look ahead.

The First Industr ial team again delivered strong results in 2023, as we, along with everyone 
else, navigated our way through highly volati le and more costly capital markets and 
significant uncertainty with respect to the strength of the overall  economy. All  of this was 
against the backdrop of an ever more dangerous geopolitical environment.

A major highlight for us was achieving a new record for cash rental rate growth on new 
and renewal leasing of 58 percent. We also drove some key leasing wins in our in-service 
portfolio and in our new developments that wil l  contribute to our future cash flow growth.

As an industry,  we continue to work through the overhang of what were record levels of 
development completions in 2022 and 2023. However, i f  you tally the last f ive years of 
completions and net absorption, you will  f ind that completions outstr ipped net absorption 
nationally by only 187 mill ion square feet,  or roughly one percent of the national industr ial 
real estate stock . 

Our focus on driving cash flow growth from the portfolio is also reflected in our dividend 
growth. In our last earnings release, we announced that our Board increased our f irst 
quarter 2024 dividend to $0.37 per share, which is $1.48 annualized, representing a 15.6 
percent growth rate. Importantly,  that dividend rate represents a fair ly low payout ratio 
of approximately 70 percent based upon our anticipated 2024 AFFO, as defined in our 
supplemental information report. 



The national development pipeline at the end of 2023 was approximately 380 mill ion square 
feet which was 29 percent pre-leased. This new supply wil l  be delivered over the next 12-15 
months into a market where national vacancy is approximately 5 percent, and l ikely to push 
closer to 6 percent as these developments are completed. As this new space is absorbed we 
expect the national vacancy rate to come down. The market has responded appropriately by 
tempering additional new supply, with development star ts down approximately 60 percent 
from the peak in the third quarter of 2022. This market “discipline” has largely been driven 
by significantly higher f inancing costs that have rendered many new development projects 
uneconomic relative to their initial underwriting which was done during less volati le 
capital markets in 2022. Tenants looking at space today may have a few more choices in the 
submarkets where these developments are being delivered, but, overall,  the fundamentals 
in these markets are sti l l  supportive of rent growth. Tenant decision making on new space 
requirements remains measured, especially with larger space commitments that require 
significant capital commitments beyond rent, in the form of staffing, rack ing and other 
operational equipment and inventory.

We have observed some encouraging positive indicators for tenant demand at our 
developments as we progress into 2024. The burdensome Federal Reserve rate hikes from 
the previous year seem to have peaked and sentiment now favors rate reductions later in 
2024. Inventory levels have stabil ized, potentially 
paving the way for gradual acceleration in 
inventory builds in the latter half of 
the year,  especially leading into the 
holiday season and 2025. Import 
activity at the West Coast ports 
has shown some promising signs, 
with growth turning positive in 
the latter part of 2023.

In our existing portfolio, leasing 
activity continues to be strong 
and we continue to renew our 
expirations at very healthy rental rate 
increases which I  wil l  touch upon later. 

Industrial Real Estate Market Conditions
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Capturing Opportunities

Conversion of leasing prospects into tenants is the focal 
point for our teams across the country as leasing drives 
cash flow growth and informs our plans for potential new 
development star ts. 

We ended the year with in-service occupancy of 95.5 
percent. This is a lower level than we have delivered 
in recent years,  due to longer-than-anticipated lease-
up timeframes on new developments placed in service 
during the latter half of 2023. Excluding the impact of 
those developments, located in the Chicago, Denver, 
Nashvil le and Seattle markets,  our year-end occupancy 
would have been 97.9 percent. While we are disappointed 
that these assets did not meet our standard 12-month 
post-completion lease-up assumption, they represent 
a significant cash flow growth opportunity.  In addition, 
we have approximately $570 mill ion of developments 
in process or in lease-up that wil l  earn a projected cash 
yield of 7.4 percent and will  fur ther enhance our cash 
flow growth. 

We are well positioned to capture fur ther rental rate 
growth in 2024, building off our aforementioned record 
per formance in 2023. The rent growth we are achieving 
is testimony to the quality of our assets,  the strength 
of our chosen markets and the effor ts of our leasing 
professionals.  We are off to a good star t on signings 
related to 2024 commencements. Through our earnings 
call  in February, we had taken care of 53 percent of our 
2024 lease expirations weighted by rental income at a 
cash rental rate change of 39 percent. We have a few 
leasing opportunities within our Southern California 
portfolio that could drive this metric higher. Overall,  for 
2024 we are forecasting cash rental rate growth on new 
and renewal leasing of 40 to 52 percent as we detailed on 
our February results call. 

(1) YE23 excluding not fully leased developments placed in service impact = 97.9%.
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Portfolio 
Management Milestones

As we have stated many times, ongoing portfolio 
management is a part of our DNA as a company. 
We have continued to shape our portfolio 
through the strength of our development 
program as well as from select acquisitions 
and targeted sales. 

An important fact about our portfolio 
we think people may overlook is that we 
have developed approximately 27 mill ion 
square feet since 2012, representing 41 
percent of our in-service portfolio. Our 
effor ts resulted in the achievement of two 
important portfolio goals we laid out at 
our Investor Day in November of 2020. As of 
year-end, 57 percent of our rental revenue is 
generated from our coastal markets,  exceeding 
the 55 percent top end of the targeted range 
and we finished the year with 95 percent of our 
rental income in our 15 target markets.

Another important asset allocation decision we made in 2020 
was investing more capital in Southeast Florida which we currently view 
as the strongest market in the U.S. Looking back to as recently as the third quarter of 2020, 
our South Florida market contributed about 2 percent of our rental revenue. Through new 
investments, primarily development, we have grown our allocation to where South Florida 
now accounts for 7 percent of our rental revenue. Giving us credit for the development of 
our current land bank and land under option in South Florida, on a steady state basis,  we 
have the opportunity to grow this market to approximately 12 percent of rental revenue 
over the next several years,  which would make South Florida our 2nd largest market.

ELITE CUSTOMER SERVICE

We are proud of the care and service that 
our property management professionals 
bring to their roles each and every day. 
Our commitment to customer service 
extends to the regular measurement of our 
per formance as a long-time participant in 
the Kingsley Index customer satisfaction 
survey. We were gratified to have been 
named a Kingsley Excellence Award, Elite 
5 Winner for 2023 based on a property 
management overall  customer service 
score of 4.65 out of 5.  



Dividend Growth and Capital Strength

As I  discussed earl ier,  our organizational focus on 
long-term cash flow growth is paying dividends, 
l iterally.  In addition, we are generating cash 
proceeds in excess of dividends and capital 
expenditures that we are redeploying primarily 
in our profitable development program. 

For 2024, we are well positioned to more than 
fund the projected costs of our developments 
in process, using retained cash flow and $125 
mill ion of anticipated property sales proceeds 
based on the midpoint of our sales guidance 
range.  

Our for tress balance sheet is also very well 
positioned relative to the volati le capital markets 
in which we operate. We do not have any debt 
maturing until  2026, assuming we exercise our 
extension options. We continue to operate 
at low leverage levels,  which will  improve, al l 
things being equal,  as we lease our nearly fully 
funded new development pipeline. Any new 
capital issuance would be to position ourselves 
to capitalize on new growth opportunities, 
including those in our landholdings, which can 
support nearly 16 mill ion square feet of future 
development.

LEED Program Progress

As part of our development strategy and sustainabil ity effor ts, 
we have committed to obtaining LEED certif ication for all  new 
developments. In 2023, we achieved Gold level cer tif ication 
for our 200,000 square-foot First Park Miami Building 11 and 
Silver for the 1.1 mill ion square-foot building at First Logistics 
Center @ 283 in Pennsylvania. Thus far in 2024, we also earned 
Silver cer tif ication on our 588,000 square-footer in Denver, 
bringing our total square footage with LEED certif ications 
to 5.2 MSF. We will  keep you apprised of our progress on 
growing this metric.

5.2 MSF

L E E D
C E R T I F I E D

A S  O F  2 / 2 8 / 2 4

(1) Reflects 1Q24 dividend of $0.37 per share annualized compared to prior rate.
(2) Excludes atypical items per disclosures in earnings results calls. 

D I V I D E N D  G R O W T H

 ( 1 ) 

F F O  P E R  S H A R E ( 2 ) 



With Gratitude

Thank you to my teammates around the country for your effor ts to 
grow our business and your continued industry leading care for our 
customers, communities and each other.

We express our gratitude for our customers for entrusting us as a 
provider of their cr it ical supply chain facil it ies.

Thank you to our Board of Directors for your leadership, guidance 
and dil igence as we execute our long-term strategy.

Lastly,  many thanks to our shareholders,  long-term and new, for 
entrusting your investment capital to us. 

Building Upon 30 Years

In June, we will  be mark ing our 30th year as a publicly traded company. Looking back , 
our experienced and talented team has navigated through multiple business cycles,  global 
events,  a black swan pandemic and an always-competitive industry.  

Today, we are excited about our abil ity to capture future cash flow in the form of rent 
growth opportunities in our portfolio, the impact of the lease-up of our completed and in-
process developments and rental rate escalators embedded in our leases.

Looking beyond that,  we are excited about the future. As fundamentals in our submarkets 
warrant,  we are well positioned with landholdings, primarily in coastally oriented markets, 
that we can put into production immediately when we deem the time to be r ight. Those 
future projects wil l  generate attractive returns for shareholders.  And our regional teams 
across the country continue to work dil igently to f ind the next set of opportunities as we 
leverage the strength of our platform.

As always, we will  work hard to fur ther reward your confidence in our plan and platform 
throughout 2024 and in the years to come.

Peter E. Baccile
President and Chief Executive Officer
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