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Manufacturing Grows Despite Headwinds

Manufacturing continues to expand, with more than 100 million square feet of space delivered
since 2022 and another 100 million currently underway. Yet the industry faces challenges in bringing
about a full-scale manufacturing resurgence.

Construction spending on manufacturing has increased threefold since 2021, according to the U.S.
Census Bureau, driven by a variety of factors. The weakness exposed in supply chains during the
pandemic led to firms reshoring production. National security concerns and a push for renewable
energy led to the federal government's support of the domestic production of goods during the
previous presidential administration, which signed legislation that included billions of dollars in
incentives for the stateside production of electric vehicles and their batteries, computer chips and
clean energy technology. The new administration is taking a protectionist stance on trade to boost
stateside production, although some of the previous funding may be at risk.

The wave of spending is only the beginning of the impact manufacturing will have on industrial real
estate in coming years. The so-called multiplier effect of manufacturing facilities—the supplier and
logistics networks that locate nearby to support the production of goods—will spur millions of square
feet of additional development. This effect can vary greatly, based on what type of product is being
manufactured, with automobiles typically seeing the largest multiplier. This effect can be seen clearly
in the Savannah-Hilton Head market. Hyundai is currently building a $5.9 billion, 17 million-square-
foot EV plant in the market, with some portions of the project already completed and cars beginning
production last October. Multiple suppliers for Hyundai, such as Daechang Seat Co. and Ecoplastic
Corp., opened facilities in the market last year, and more are on the way.

While we anticipate manufacturing to be a major driver of industrial development and activity going
forward, there will be headwinds for the sector. Location selection will present a significant challenge
for manufacturing sites. The availability of land will be a major issue, as will access to water and
power, and the scarcity of these resources will be amplified as these facilities become larger. Finding
locations with a significant pool of skilled labor, as is required for most advanced manufacturing, will
also present a challenge. Potential tariffs threaten to disrupt the manufacturing sector, especially
among firms that have nearshored facets of production to Mexico and opened plants along the
southern border. Trade policy may also ignite a trade war and trigger retaliatory tariffs that could jolt
manufacturers that export a significant portion of their goods.




Rents and Occupancy:
Port Market Rents Grow Despite Vacancies

B National in-place rents for industrial space
averaged $8.35 per square foot in January,
up five cents fromm November and 6.8% over
the past 12 months.

Average Rent by Metro

Avg Rate

Jan-25 Signed in

Average 12-Month Last 12 Vacancy

Rent Change Months Rate

Port-adjacent markets and the Southeast National $8.35 6.8% $10.57 8.0%
continue to see the highest gains in in- New Jersey $11.57 10.9% $1588  9.1%
place rents. New Jersey led the nation with Inland Empire $11.06 929% $13.82  7.9%
a 10.9% increase in in-place rents over the o

past 12 months, followed by the Inland Em- Miami O 9.2% I LA
pire (9.2%), Miami (9.2%), Nashville (9.0%) Nashville $6.42 9.0% $9.37 68%
and Atlanta (8.6%). While the new-supply Atlanta $6.09 8.6% $8.94  7.2%
boom has increased vacancy rates in these Dallas—Ft. Worth ~ $6.31 8.4% $8.63  9.3%
markets, average in-place rents have contin- Philadelphia $8.26 7 7% $1092  85%

ved to grow due to strong demand for new
space, which is typically high quality and Los Angeles $14.99 7:6% $1652  9.4%
more expensive than the market average of Phoenix $9.39 7.4% $13.22 7.9%
in-place rents. Columbus $5.22 7.4% $7.11  7.9%
Baltimore $8.32 7.1% $11.16 85%
The national vacancy rate was 8.0% in Janu- Orange County $16.56 7 0% $1846  5.0%

ary, unchanged from the previous month.
. . Boston $11.03 6.9% $15.12 10.1%

Vacancy rates have moved higher in nearly
every market over the past two years due to Charlotte $7.07 6.6% $1034  7.4%
the dual impacts of new supply and normal- Portland $10.17 6.3% $10.99  6.4%
izing demand. However, as the supply boom Seattle $11.61  60%  $1542 8.4%
fades, we anticipate that vacancy rates will Tampa $8.15 6.0% $10.06  7.9%

plateau in 2025 before beginning to tick back
down towards the end of the year. Long-term Bay Area $13.48 5.9% $1382  7.6%
demand drivers remain solid, and new deliv- Bridgeport $9.56 5.8% $1478  42%
eries are expected to decelerate through the Cincinnati $5.06 5.4% $6.22 6.0%
end of next year, leading to absorption of cur- Memphis $4.09 51% $4.63 8.9%
rently vacant space. Central Valley $6.38  4.9% $9.12  6.8%
The spread between market average in-place Twin Cities 7,20 48% HESE 7.9%
rents and the average rate of a lease signed Chicago $6.37  48% $7.60 10.0%
within the last 12 months was $2.22 per foot Houston $6.86 4.3% $8.18 6.5%
in January. Indianapolis $4.85 3.9% $6.57  9.1%
) ) Denver $8.70 3.8% $9.57 10.5%

The premium for a new lease was highest
along the East Coast, with a new lease St. Louis $4.82 3.2% $5.21  7.1%
costing $5.22 more per foot in Bridgeport, Kansas City $4.88  3.0% $491  3.2%
followed by Miami ($4.96), New Jersey (4.31) Detroit $7.02 2.9% $9.54 55%

and Boston ($409) Source: Yardi Matrix. Data as of January 2025. Rent data

provided by Yardi Market Insight. National rent and occupancy data
is a weighted average of the top 30 markets.
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Supply:
Charlotte's Manufacturing Boom

H Currently, 346.2 million square feet of industrial Supply Pipeline (by metro)
space, or 1.7% of stock, are under construction

: : : : Under UC Plus
nationally, according to Yardi Matrix. Under Construction Planned
Market Construction % Stock % Stock
B Markets across the Southeost have seen d National 346,196,770 1.7% 399
surge of monufocturmg. glevelopment in re- Kansas City 11177248 o AT
cent years. Nearly 2 million square feet of
B 0, O,
Charlotte's under-construction pipeline are Phoenix 17672836 1% 11.1%
for manufacturing, representing a third of all Charlotte 5,949,598 18% 6.3%
space currently underway in the market. An Denver 6,787,561 2.4% 5.8%
additional 1.9 million square feet of manufac- Dallas=Ft. Worthl 22,564,123 239 539
H H H O,
turing space org m.the plonnmg stages, 13% Inland Ermpire 10279557 15% 4.68%
of the planned pipeline. We anticipate that the
O, O,
significance of manufacturing to the market IOz Lo LetElelty 2% S
will expand in coming years. Tampa 1,661,524 0.6% 4.1%
Memphis 11,718,000 3.9% 4.0%
B Some firms are making notable manufac- phjjadelphia 10,961,143 2.3% 3.9%
turing mvgstmenﬁs in Charlotte, ' |.r1c|u'd|ng T 8,184,190 e -
Bosch, which is investing $130 million in a
0, O,
325,000-square-foot plant in Lincolnton that Columbus 6827107 21% 3.4%
will make power tool accessories. Corvid Tech- Nashville 2,931,314 13% 3.1%
nologies is adding a 200,000-square-foot Indianapolis 4,516,124 1.2% 3.0%
manufacturing building inits Mog'resville beqd- Seattle 4,961,784 1.6% 2 8%
guorters expansion. A former Philip Mor.rl.s S|’Fe Boston 1544322 0.6% 5 6%
in Cabarrus County has more than $1 billion in
lo) O,
planned investment coming. A facility from Eli N Jersey SO2T/055 0575 570
Lilly is already underway, with planned devel- Twin Cities 2,355,908 0.7% 2.5%
opments from Rauch, Red Bull and Ball creat- Bay Area 1,985,719 0.7% 2.4%
ing a beverage campus at the site. Baltimore 2,533,333 1.2% 2.3%
Detroit 7,921,422 1.3% 1.9%
National New Supply Forecast Central Valley 4,176,823 11% 1.9%
Portland 3,170,712 1.6% 1.9%
soom ® Forecasted
Completed Los Angeles 5,310,405 0.8% 1.7%
550M
Chicago 5,825,436 0.5% 1.6%
500M
450M Orange County 1,521,079 0.8% 1.3%

<

400M Cleveland-Akron 2,979,622 0.7% 0.9%
iL 3som Cincinnati 1,916,000 0.7% 0.9%
o
0 300 Bridgeport 410,240 0.2% 0.6%
250M
Source: Yardi Matrix. Data as of January 2025
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Economic Indicators:
E-Commerce Grows in Fourth Quarter

B E-commerce sales totaled $308.9 billion in Economic Indicators
the fourth quarter of 2Q24, according to fche National ISM Purchasing
U.S. Census Bureau, an increase of 2.7% in the \
quarter and 9.4% year-over-year. E-commerce's Employment Manager’s Index

. . (January) (January)
share of core retail sales grew to 19.3% in the 159.1M 50.9
quarter, up 20 basis points from the previous 0.1% MoM A 1.7 MoM A
quarter. E-commerce's share of retail sales has 1.3% YoY A 1.8YoY A
grown for eight consecutive quarters.

B During the last two years, e-commerce growth Inventories Imports
has looked more like it did last decade than it did (November) (December)
during the first few years of this one. Between $2,588.88 $293.1B
2010 and the first quarter of 2020, both e-com- OlZ5 Bielidl BRI/
merce sales overall and its share of retail sales A 12.7% oY A
grew at a steady, predictable rate. The pandemic
upended this paradigm, but it appears to have
returned in the past tvvq years. We expgct e Core Retail Sales Exports
commerce sales to continue to be a major driver (December) (December)
of industrial real estate demand, even as growth $534.3B $170.2B
has stabilized. Estimates place e-commerce 0.5% MoM A -4.2% MoM ¥
sales as needing three times as much square 3.9% YoY A -0.9% YoY ¥
fOOtOge per dollar as traditional brick and mor- Sources: Bureau of Labor Statistics, Institute for Supply
tar, and retailers continue to expcmd their online Management, U.S. Census Bureau, Bureau of Economic
and omnichannel options for consumers. Analysis, Moody's Analytics
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Transactions:
Southern California Falls From Top of Sales Volume

B Industrial transactions totaled $69.2 bil- Sales Activity
lion in 2024, according to Yardi Matrix, with
K . YE 2024 Sales YE 2024 Sales

properties trading at an average of $129 per Market Price PSF (Mil)

square foot. National $129 $69,160
Dallas—Fort Worth $133 $5,989

The sectgr has slowly movgd away from bg- Houston $106 $3,409

ing dominated by port-adjacent markets in Phoenix $163 $3.351

recent quarters, a trend that can be seen in Los Angeles $294 $3.194

2024's year-end sales data. Dallas led the na- Bay Area $414 $3111

tion with nearly $6 billion in industrial sales i '

o Chicago $92 $3,063
last year, followed by Houston ($3.4 billion) NT— $210 $2.797
and Phoenix ($3.4 billion). Los Angeles saw the 4 '

. Atlanta $109 $2,580
most sales volume of any port market in 2024, p—— 5261 $2.363
and finished fourth overall, with $3.2 billion in 5 : $138 $1'573
industrial sales. This is in contrast with previ- eAnver‘ . :

. Twin Cities $95 $1,491
ous years, where port-adjacent markets out-
. . Charlotte $89 $1,476
paced the nation in sales volume. Los Angeles < | po T
led the nation in sales volume in 2022 and had eétt € ) !
the second most in 2023. The Inland Empire Philadelphia $126 $1,212
. Tampa $124 $1,069
experienced an even more pronounced slow-
down, with volume falling by 45% from 2023, Columbus $79 $989
when the market led the country with $4.3 Cralce Couniy $314 $948
bl”lOﬂ in soles. Nashville $128 $846
Boston $163 $724
While volume fell in Southern California in Cmcﬁmqti $75 $722
2024, the average sale price of an industrial Baltimore $133 $524
property was sticky. In the Inland Empire, the Cleveland $59 $519
average price per square foot increased by Detroit $73 $518
5.3% over 2023, while in Los Angeles the price Central Valley $117 $507
slipped just 2.5%. Portland $144 $500
Source: Yardi Matrix. Data as of January 2025
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Definitions

Yardi Matrix collects listing rate and occupancy data using proprietary methods.

B Average Rents—Provided by Yardi Market Insight, a cutting-edge service that uses anony-
mized and aggregated data from other Yardi platforms to provide the most accurate rental
and expense information available.

B Vacancy—The total square feet vacant in a market, including subleases, divided by the total
square feet of office space in that market. Owner-occupied buildings are not included in va-
cancy calculations. Also provided by Yardi Market Insight.

Stage of the supply pipeline:

B Planned—Buildings that are currently in the process of acquiring zoning approval and
permits but have not yet begun construction.

B Under Construction—Buildings for which construction and excavation has begun.

Sales volume and price-per-square-foot calculations for portfolio transactions or those with
unpublished dollar values are estimated using sales comps based on similar sales in the mar-
ket and submarket, use type, location and asset ratings, sale date and property size.
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Active in 118 markets across the U.S., « Pierce the LLC with true ownership and
covering over 16 billion square feet contact info at the asset and portfolio level
Find acquisition prospects based on in-place «  Gain new supply pipeline information at the
loans, maturity dates, lenders and originators asset, competitive set and market level
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DISCLAIMER

Although every effort is made to ensure the accuracy, timeliness and completeness of the information
provided in this publication, the information is provided "AS IS" and Yard Matrix does not guarantee, warrant,
represent or undertake that the information provided is correct, accurate, current or complete. Yardi Matrix
is not liable for any loss, claim, or demand arising directly or indirectly from any use or reliance upon the

information contained herein.
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