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Electric Vehicles Charge Up Industrial

B Driven by government incentives and a race among automakers to grab market share, the electric
vehicle industry looks poised to fuel growth in the industrial sector for years to come.

B Boosting climate-friendly technology, including the electric vehicle industry, has been a focus of
the Biden administration’s first few years. The Inflation Reduction Act, passed last year, will pro-
vide billions of dollars in incentives to manufacturers of EVs and their parts as well as tax credits
for consumers who purchase an EV. Crucially, the credits to consumers will only be available for
vehicles that were manufactured in the U.S. Additionally, the CHIPS and Science Act will encour-
age domestic production of semiconductors, a key component in EVs.

B Tesla remains the biggest player in the EV space; it has produced an estimated two-thirds of all
EVs sold. However, competition is ramping up from all sides. Domestic automakers like Ford—
which in Tennessee is opening its first new auto plant in 53 years to build electric pickup trucks—
are investing heavily in the sector. German automakers have been rapidly increasing investments in
U.S. electric vehicle production, as well, partly to capture the tax credits offered by the IRA and partly
in response to heightened energy prices in Europe. BMW announced a $700 million battery plant in
South Carolina and another $1 billion in the U.S. production of EVs. Mercedes invested $1 billion in an
Alabama battery plant and is converting some factories to make EVs.

B Anumber of roadblocks remain before electric vehicles can become ubiquitous. A big one is the shortage
of charging stations. The White House announced that Tesla's charging stations will be opened to all
brands of EVs in the near future, yet the country will still be well short of the required number. The
administration's Charging and Fueling Infrastructure grant program makes $2.5 billion available for
charging station construction over the next five years, in an effort to close this gap.

B The coming EV wave will create a plethora of opportunities for industrial real estate developers and
investors, especially in the Southeast and Midwest. It will also transform the sector in other ways:
Automakers will own their manufacturing plants, but will also require an array of supplemental
manufacturers and suppliers nearby, as evidenced by the firms located around Tesla's gigafactories.
Current battery ranges mean it will be a long time before electric semitrucks meaningfully reshape
supply chains, but smaller electric delivery vehicles have the potential to make last-mile infill delivery
sites more palatable to local communities by reducing associated noise and air pollution.
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Rents and Occupancy:
New Lease Premium Highest in Port Markets

B National in-place rents for industrial

space averaged $7.12 per square foot in
February, up 6.9% year-over-year and two
cents higher than January, according to
CommercialEdge.

Growth of in-place rents is highest in mar-
kets adjacent to shipping ports, led by the
Inland Empire (15.6% year-over-year), Los
Angeles (11.6%), Boston (10.7%), Orange
County (9.2%), Bridgeport (2.0%) and New
Jersey (8.7%).

The national vacancy rate was 3.9%, a de-
crease of 10 basis points over the previous
month. More than a billion square feet of
new stock has been delivered over the last 10
quarters, but vacancy rates remain histori-
cally low. Most markets have so far been able
to absorb record levels of new supply.

Port markets and inland logistics hubs have
the lowest levels of available stock to lease.
The lowest vacancy rates in the country were
in Columbus (1.1%), the Inland Empire (1.7%),
Phoenix (2.3%) and Indianapolis (2.5%).

New leases signed in the last 12 months aver-
aged $9.09 per square foot, $1.97 more than
the average for all leases.

The largest spreads between the average rate
for all leases and the rate of a lease signed in
the last 12 months were in port markets, both
on the East and West coasts. Southern Califor-
nia, driven by record levels of containers being
handled at the ports of Los Angeles and Long
Beach in recent years, has seen the highest
premiums paid for new leases. In Los Angeles,
a new lease cost $7.16 more per square foot
than the market average, in the Inland Empire
$6.69 more and in Orange County $5.39 more.
On the other side of the country, new leases
cost $4.40 more per foot in New Jersey, $3.33
in Miami and $3.16 in Bridgeport.

Average Rent by Metro

Avg Rate
Feb-23 Signed in
Average 12-Month Last 12 Vacancy|
Rent Change Months Rate
National $7.12 6.9% $9.09 3.9%
Inland Empire $8.32 15.6% $15.01 1.7%
Los Angeles $12.39  11.6% $19.55  2.6%
Boston $9.10 10.7% $11.41 7.6%
Orange County $13.20 9.2% $18.59 3.7%
Bridgeport $8.08 9.0% $11.24  1.2%
New Jersey $9.39 8.7% $13.79 2.8%
Miami $9.95 7.3% $13.28 2.7%
Atlanta $5.13 7.3% $5.79 2.7%
Bay Area $12.24 7.2% $13.47 3.7%
Seattle $9.99 7.0% $11.40 5.2%
Phoenix $7.85 6.5% $8.89 2.3%
Philadelphia $6.92 6.5% $8.74 3.8%
Portland $8.83 6.3% $10.72 4.3%
Dallas-Fort Worth ~ $5.38 5.9% $6.87  4.6%
Central Valley $5.74 5.7% $7.46  3.0%
Baltimore $7.28 5.7% $8.81 3.7%
Tampa $6.86 5.4% $7.23 7.3%
Cincinnati $4.56 5.1% $5.07 4.2%
Nashville $5.55 4.3% $7.57 2.9%
Detroit $6.47 4.2% $7.82 3.6%
Indianapolis $4.34 4.1% $5.49  2.5%
Denver $8.24 3.9% $8.48 7.1%
Charlotte $6.37 3.7% $6.64 3.9%
Columbus $4.14 3.5% $5.36 1.1%
Memphis $3.60 3.4% $3.95 6.0%
Kansas City $4.63 3.3% $426  L4%
Twin Cities $6.34 3.3% $6.70 6.0%
Chicago $5.63 3.1% $6.25 4.3%
Houston $6.19 2.7% $6.18 7.6%
St. Louis $4.36 1.4% $4.33 2.6%

Source: CommercialEdge. Data as of February 2023. 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:
Manufacturers Target Phoenix

B Nationally, 667.5 million square feet of new
industrial supply are under construction. So far,

SUppIy Pipeline (by metro)

Al : Under UC Plus
73:4 million square feet have been delivered Under Construction Planned
this year. Market Construction % Stock % Stock
National 667,512,975 3.7% 7.6%
B Phoenix continues to be the country's hottest E— A e ey
1 1 . el . (e}
market for industrial development, with 54.1
- O, o)
million square feet currently under construc- Dallas-Fort Worth 58,966,118 6.7% 12.2%
tion, representing 15.6% of stock. Charlotte 17,158,614 5.8% 12.2%
Denver 11,644,618 4.6% 7.7%
B Phoenix has emerged as a prominent industrial Inland Empire 27.674.759 4.5% 93%
market for a few reasons. It provides overflow Columbus 12,838,772 4 59 8.9%
1 1 . el . (e}
for crowded Southern California markets,
H H 0, O,
and crossborder shipping with Mexico has il Gl 0] L2o /0,528 ST 1227
increased its standing as a Southwestern Houston 22,127,051 3.9% 6.6%
logistics hub. Manufacturing also plays a large Indianapolis 12,263,676 3.5% 8.6%
role in the city's industrial development— Cincinnati 8,696,031 399 4.5%
CommercialEdge estimates that manufac- Kansas City P ——— - G
turing accounts for 12.5 million square feet T
O, O,
under construction, though much of that stock Seattle 8,536,932 3.0% 5.1%
will be owner-occupied. A big share of the Tampa 6,599,232 3.0% 9.3%
new manufacturing is driven by the addition Nashville 5,859,412 2.9% 47%
of large semiconductor facilities, including Chicago 27,323,730 2 7% 599,
Taiwan Semiconductor Manufacturing Co.'s Boston 6.427 301 5 79 3.6%
1 1 . el . (e}
multibillion-dollar plant, which will fuel ad-
0, O,
vanced manufacturing in the market. Chip Eleyy Ared /2522500 2L C-0 72
manufacturing also brings in related firms, Central Valley 8,434,938 2.5% 4.1%
such as JX Nippon, a supplier of semiconductor New Jersey 10,978,006 2.0% 4.2%
moterio!sf thot is opening a 240,000-square- Detroit 11,100,208 2 0% 30%
foot facility in Mesa. Baltimore 4,033,124 1.9% 3.6%
. O, O,
National New Supply Forecast Atlanta 9572321 1.8% 3.5%
so0m Memphis 4,645,400 1.6% 4.1%
= Forecasted
Twin Cities 4,154,108 1.3% 3.6%
Portland 1,596,708 0.8% 2.3%
Cleveland 2,523,493 0.7% 21%
Bridgeport 1,265,924 0.6% 1.9%
e Los Angeles 3,296,692 0.5% 2.2%
@ Orange County 570,858 0.3% 0.7%
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Source: Yardi Matrix. Data as of February 2023

Source: CommercialEdge. Data as of February 2023
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Economic Indicators:
E-Commerce Slips in Fourth Quarter

B Seasonally adjusted e-commerce sales totaled
$262 billion in the fourth quarter, according

to the U.S. Census Bureau, $250 million less
(-0.1%) than the previous quarter. E-com-
merce's share of core retail sales fell 10 basis
points to 17.6% in the quarter. Year-over-year
growth for the fourth quarter was 6.5%, the
lowest since 2009. Despite the slowdown, e-
commerce sales topped $1 trillion annually for
the first time last year.

Decelerating e-commerce growth was to be
expected as the country emerged from the
pandemic, but the slowdown has been fiercer
than anticipated. Physical stores reopened as
restrictions eased and consumers slowly re-
turned to in-person shopping, while pent-up de-
mand for services led to consumption shifting
away from goods. Yet inflation also likely plays
a role in slowing e-commmerce sales growth.
With consumers being forced to spend more
of their income on necessities like food, shelter
and utilities, they have less money to spend on
goods from online retailers.

Quarterly E-Commerce Sales

W E-Commerce Sales (L)

Economic Indicators

National ISM Purchasing
Employment Manager's Index
(February) (February)
155.4M 47.7
0.2% MoM A 0.3 MoM A
2.9% YoY A -10.7 YoY ¥V
Inventories Imports
(December) (January)
$2,481.5B $267.9B
0.3% MoM A 3.7% MoM A
12.6% YoY A 1.3% YoY A
Core Retail Sales Exports
(January) (January)
$508.9B $177.8B
2.8% MoM A 6.0% MoM A
9.0% YoY A 13.6% YoY A

Sources: Bureau of Labor Statistics; Institute for Supply
Management, U.S. Census Bureau; Bureau of Economic
Analysis; Moody's Analytics

E-Commerce as a % of Core Retail Sales (R)
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Transactions:
Inland Empire Stays Hot Amid National Slowdown

B The first two months of the year saw Sales Activity
$3.9 billion in industrial sales, at an aver-

. YTD Sales YTD Sales
age of $150 per square foot, according to Market Price PSF  (Mil, as of 02/28)
CommercialEdge. While a lag in collecting National $150 $3,860
ollidgto rr.weo.ntc, that number is not yet final, = $240 $855
this is a significant drop-off from last year, New Jersey $219 $209
When. $9..1 billion in sales had been logged Charlotte $93 $186
at this point. Los Angeles $575 $155
. . Indianapolis $153 $151
B With a vacancy rate of 1.7% and in-place rent Bridgeport $186 $150
growth of 15.6% year-over-year, the Inland E— $282 $139
Empire is the hottest market for industrial Houston $155 $120
real estate. While capital for many deals has L
. . . . Twin Cities $85 $111
dried up, sales are still getting done in the Bhiladelohi $218 $111
- . . laae 1a
market, where $855 million in transactions Col bp = Sl
took place in the first two months of the year. olumbus
. Atlanta $150 $60
The Inland Empire accounts for more than o c e P
one-fifth of all sales volume nationwide. range County
Bay Area $190 $58
B Inland Empire properties often sell as soon Portland 20 S
as they deliver. In January, Brookfield Asset SeattleA $325 $48
Management purchased the 155-acre [-10 MeAmph'S 0 i
Logistics Park, which includes two buildings Chicago $91 $43
totaling 1.8 million square feet, for $329 Soizon $82 $34
million ($180 per square foot). The logistics Denver $88 $30
center was delivered in December by a joint Dallas-Fort Worth $109 $30
venture between Shopoff Realty Investments Detroit $60 $24
and Artemis Real Estate Partners and is fully Cleveland $51 $24
leased to fashion retailer Shein. Baltimore $62 $14
Kansas City $70 $13

Source: CommercialEdge. Data as of February 2023

Quarterly Transactions
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Source: CommercialEdge. Data as of February 2023
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Definitions

CommercialEdge 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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O CommercialEdge

Reliable commercial real estate data, built up over more than a decade of extensive
research. Powered by Yardi.

CommercialEdge provides the industrial segment's most comprehensive market intelligence
service and listing management platform, sustaining data-driven decisions.

[ @ Commeishigs ~ e+ s [F] |0 82 Key features:
p— () Continually growing nationwide coverage with 162 markets
currently included

ROMRY g (©) Researched and verified data, powered by a team of 400
experienced property research specialists

(©) Exhaustive property reports featuring data points such as
ownership, leases, sales, debt, taxes and more

(©) Building and portfolio performance overview with current
average rents, vacancy rates and maturing leases

(©) Extensively researched tenant data with an accuracy rate
two to three times higher than the industry average

() Real-time market trends based on actual transactional and
n leasing data with Yardi Market Insight

(©) Dedicated tools, including automated competitive building
sets, broker tour books and dedicated property webpages

(©) Access to the CommercialEdge Listing Network — including
CommercialCafe, PropertyShark, Point2 and CommercialSearch

Capitalize on comprehensive commercial real estate research

Nationwide property and listing data all in one place, specifically engineered for

The data presented in this report is provided by CommercialEdge.
For recent news, product updates, and additional office and industrial market reports, visit our blog.
To learn more about CommercialEdge, email us at getinfo@commercialedge.com or schedule a demo directly.



https://www.commercialedge.com/
https://www.commercialedge.com/blog/
https://www.commercialedge.com/getademo/

Contacts

Peter Kolaczynski Matt Gleason

Manager, Commercial Senior Account Executive, Commercial
Peter.Kolaczynski@Yardi.com Matthew.Gleason@Yardi.com

(800) 866-1124 x2410 (800) 866-1124 x7763

Doug Ressler

Media Contact
Doug.Ressler@Yardi.com
(800) 866-1124 x2419

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. CommercialEdge is not
liable for any loss, claim, or demand arising directly or indirectly from any use or reliance upon the information
contained herein.

COPYRIGHT NOTICE

This document, publication and/or presentation (collectively, "document") is protected by copyright, trademark
and other intellectual property laws. Use of this document is subject to the terms and conditions of Yardi Systems,
Inc. dba CommercialEdge's Terms of Use (https://resources.yardi.com/legal/commercialedge/commercialedge-
terms-of-service/) or other agreement including, but not limited to, restrictions on its use, copying, disclosure,
distribution and decompilation. No part of this document may be disclosed or reproduced in any form by any
means without the prior written authorization of Yardi Systems, Inc. This document may contain proprietary
information about software and service processes, algorithms, and data models which is confidential and
constitutes trade secrets. This document is intended for utilization solely in connection with CommercialEdge
publications and for no other purpose.

Yardi® Yardi Systems, Inc., the Yardi Logo, CommercialEdge, and the names of Yardi products and services
are trademarks or registered trademarks of Yardi Systems, Inc. in the United States and may be protected as
trademarks in other countries. All other product, service, or company names mentioned in this document are
claimed as trademarks and trade names by their respective companies.

© 2023 Yardi Systems, Inc. All Rights Reserved.
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