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E-commerce Returns to Growth

B The e-commerce boom waned last year, and as a result, demand for industrial space began to
soften. Now in 2024, the e-commerce sector appears to have rebalanced and is growing at a
steady pace.

B The Census Bureau reported $291.6 billion of e-commerce sales in the second quarter, an increase of
1.3% over the first quarter and 6.7% year-over-year. E-commerce's share of core retail sales (which
exclude motor vehicles, their parts and gasoline) had stagnated during most of 2021 and 2022, but
has been on the upswing for six consecutive quarters; it reached 18.8% in the second quarter, the
highest mark since the height of pandemic-related shutdowns. The warehouse and storage sector
of the labor market has been growing again as well, according to the Bureau of Labor Statistics,
with 24,900 jobs added year-to-date through August. While these are modest gains for a sector
that employs nearly two million workers, they are also a welcome development after warehouse
employment shrank by 8.5% between May 2022 and December 2023.

B The trends in warehouse employment, which exploded between 2020 and mid-2022, reflect
Amazon's path. The e-commerce behemoth is the sector's largest employer, and any moves it makes
have substantial ripple effects. Starting in mid-2022, Amazon began pausing or canceling projects
and listing millions of square feet for sublease. While the company never engaged in a large-scale
pullback, its actions were enough to help drive a cooldown of the entire industrial sector. In 2024,
Amazon is reported to be increasing its leasing activity.

B While online sales growth has normalized, the industrial real estate sector is continuing to deal
with the impact of a gargantuan supply response. More than 1.1 billion square feet (5.7% of stock)
were completed between 2022 and 2023 alone. The nature of e-commerce fulfillment will help drive
absorption for this supply, however. Estimates place e-commerce as needing about three times as
much industrial space as traditional retail sales in order to be able to process orders and returnsin a
timely and efficient manner.

B E-commerce will remain one of the primary drivers of industrial real estate in both the near and long
term. In addition to growth from e-commerce firms, existing big-box retailers continue to make a
push into the sector. Walmart in particular has been opening numerous distribution centers across the
country in an effort to catch up with Amazon's massive headstart in the online shopping space.




Rents and Occupancy:
New Lease Rates Moderate

B National in-place rents for industrial space Average Rent by Metro
averaged $8.11 per square foot in August,
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with new leases decreosmg $476 per foot. Source: CommercialEdge. Data as of August 2024. Rent data
No markets saw the new lease rate decline provided by Yardi Market Insight. National rent and occupancy data
between August 2022 and August 2023. is a weighted average of the top 30 markets.
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Supply:
Phoenix Pipeline Stays Large and Diverse

B Currently, 369.3 million square feet of industrial
space, or 1.9% of stock, are under construction
nationally, according to CommercialEdge.
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B Industrial development may have cooled, but

strial _ : National 369,322,175 1.9% 4.5%
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Economic Indicators:
E-Commerce Ticks Up in Second Quarter

B There were $291.6 billion of e-commerce sales Economic Indicators
in the second quarter Qf the year, according to National ISM Purchasing
the Census Bureau. This was an increase of $3.8 E | M ‘s Ind
billion over the first quarter (1.3%) and $18.3 mF:AOY';‘)"ent anqier ts) ndex
billion over the second quarter of 2023 (6.7%). 15;39.UBSM 4;‘2
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| E—cgmmerge sales represented 18.8 7o of'core LA AN
retail sales in the second quarter, increasing 10
basis points in the quarter and 50 basis points
year-over-year. E-commerce still has a long way Inventories Imports
to go before it reaches the pandemic-driven (June) (July)
highs of second quarter 2020. However, contin- $2,565.98 $278.28
ued growth in online sales will be welcome news Rl 2:3% Mol A
for the e-commerce sector and the broader YA 8:3%YoY A
industrial market. After the 2020 spike, e-com-
merce's share fell for the first time on record, and
many ensuing quarters saw the share decrease Core Retail Sales Exports
or grow at a negligible rate. However, the sec- (August) Quly)
ond quarter of 2024 marks the sixth consecutive $524.5B $175.1B
increase in e-commerce's share. As interest rates 0.2% MoM A 0.4% MoM A
begin to fall and businesses eye expansion once 3.3% YoY A 4.0% YoY A
090”1, the S’CeGdY grOWth of e-commerce sales Sources: Bureau of Labor Statistics, Institute for Supply
should provide confidence that the sector has Management, U.S. Census Bureau, Bureau of Economic
regoined its footing. Analysis, Moody's Analytics
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Sources: U.S. Census Bureau, CommercialEdge
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Transactions:
Denver Sales Activity Up in 2024

B Industrial sales totaled $36.9 billion Sales Activity
through August of this year, according to

CommercialEdge data, with properties trad- Market Hi'zes.i"se,? (MIT;DS 5?'7(*/531)
ing at an average of $132 per square foot. National $132 $36,945
B This year is beginning to look like it will match g;lllisreq iigi iizig
or exceed 2023 in total sales volume. While Los Angeles $306 $2.059
there is a lag in collecting information about Chicago $98 $1.855
some transactions, 18 of the 120 markets Phoenix $158 $1.652
covered by CommercialEdge have already Houston $106 $1.600
fnc!?i,ﬁj otfhle(::;ts;elzs;‘ volume for the entire 12 New Jersey $235 $1,380
Atlanta $111 $1,217
B Despite modest rent growth and increasing Inl?nd Erﬂplre $232 $1198
. . Twin Cities $93 $835

vacancies, Denver is among the markets al-

ready surpassing 2023's sales volume. Through Denver S S0
August, there were $818 million of industrial Tampa $131 $807
transactions, compared to just $523 million Orange County 220 Sl
in all of 2023. More than 40% of sales volume Seattle $207 679
this year has been centered near Denver Inter- Soltinbrs 5 o7
national Airport in the Northeast Denver and Charlotte $77 $546
|-76 Corridor submarkets. Morgan Stanley re- NEEnvlE $126 $514
cently paid $72.2 million for a site along the Central Valley $130 $424
I-76 corridor occupied by Performance Food Baltimore $127 $385
Group, one of the nation's large food distribu- Cincinnati $74 $384
tion companies. The site was recently delivered Boston $152 $364
by Scannell Properties, which was quickly able Philadelphia $102 $288
to fetch $273 per square foot for the site. Cleveland $49 $254
Portland $173 $252
Indianapolis $93 $252

Source: CommercialEdge. Data as of August 2024
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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.

(@ Commerccldge e+ s [Tormr]  ® @< Key features:

e 8 () Continually growing nationwide coverage with 162 markets
currently included

RS R oot (©) 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.
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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. 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
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