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Logistics Real Estate Conditions
Still Tight in Most Markets

Prologis Great Southwest 81, Grand Prairie, Texas

Key Points:

1. The IBI Activity Index has been within a normal expansionary range of 56-60 since May 2023, hitting the
high end of the range at 60.3 in January 2024 as robust retail sales and restocking increased activity in U.S.
warehouses.

2. Higher completions increased availabilities, particularly for bulk space in a handful of markets.
Because groundbreakings of logistics buildings fell by two-thirds from peak levels, deliveries are poised
to contract sharply beginning in H2 2024.

3. U.S.rents grew by 6% in 2023, with declines in Southern California countering high single-digit to mid-teens
growth in most markets. Rents climbed at the quickest pace in the Sun Belt and Southeast.
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Realized demand increased in Q4. U.S. net absorption
increased 31% quarter-over-quarter (g/q) in Q4 to

52 million square feet (MSF), in line with historical
expansionary averages. Looking ahead, rising proposal
activity and quickening deal gestation times suggest
increasing demand for space, and leading indicators
align with an annualized demand run rate of about

200 MSF.

The IBl utilization rate increased to 84.3% in January
after averaging 83.8% in Q4 2023. Strong retail sales
for the holidays depleted inventories, pulling the
inventories to sales ratio (I/S ratio) downward through
year-end 2023 and emptying warehouse racks.

From June to November, the I/S ratio fell by 60 bps,
approximately 60% due to strong retail sales and 40%
due to reduced inventories.

Building completions reached a new quarterly high
of 141 MSF in Q4. New supply was concentrated in
larger spaces in the outlying submarkets of major
inland markets, including Dallas, Houston, Atlanta

and Phoenix. New supply was the primary driver

of increased availabilities, particularly in bulk spaces.
Vacancy in spaces over 300,000 square feet rose 100
bps g/q to 7.9% in Q4, and vacancy rose 40 bps g/q to
5% in smaller spaces.

Project starts continued to fall, confirming a cliff for
new deliveries in late 2024. In Q4, starts were more
than 25% below pre-COVID levels, falling more than
two-thirds from the peak.
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Rents continued to increase outside of a few pockets,
totaling 6% for 2023. Rents climbed in Q4 throughout
the U.S., except for select port-connected markets that
saw rents surge in 2021 and 2022. The fastest-growing
rents were in the southern part of the U.S., including
double-digit annual growth in Phoenix, Las Vegas,
Austin, and major Florida and North Carolina markets.

Conclusion

The U.S. market absorbed record new deliveries while
demand steadied around pre-pandemic averages. While
many customers continued to increase their footprints
in 2023, economic uncertainty and a high cost of capital
caused others to delay real estate decision-making

into 2024. As a result, we expect demand to increase in
2024, colliding with a sharp fall in new supply.

Therefore, the window for customers to act on
increased availabilities in select locations could

be brief. Scarcity is likely to return to many locations
in the latter part of 2024, applying upward pressure
on rents and rewarding those who plan for upcoming
requirements.

Exhibit 2

UTILIZATION RATE
%, seasonally adjusted

— Utilization Rate — Utilization Rate, 3 Mo. Moving Average — Average

A
!

85 - 'v

84

83
82

81
2010 11 12 13 14 15 16 17 18 19 20 21 22 23

Source: Prologis Research.



U.S. INDUSTRIAL BUSINESS INDICATOR"™ | February 2024

Exhibit 3

SUMMARY OF NET ABSORPTION INDICATORS

NET ABSORPTION, MSF REGRESSION

LATEST FIT
READING AS OF Quarterly Annualized (R-sqr)
IBI-Activity 60.3 Jan2023 53 21 0.84
Weighted Average of Econ Variables 45 179
PMI (non-mfg) 51.7 Dec 2023 35 142 0.78
Jobs (private) 115 Dec 2023 48 191 0.69
Core Retail 3.5% Dec2023 45 180 0.71
Sales
Inventories 106.9 3Q 2023 52 209 0.67

Note: Values are a 3-month trailing average, except Inventories.
Source: Institute for Supply Management, Bureau of Economic Analysis,
U.S. Census, Bureau of Labor Statistics, Prologis Research.

Exhibit 4
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Prologis Research.
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Exhibit 6
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Forward-Looking Statements

This material should not be construed as an offer to sell
or the solicitation of an offer to buy any security. We are
not soliciting any action based on this material. It is for
the general information of customers of Prologis.

This report is based, in part, on public information that
we consider reliable, but we do not represent that it
is accurate or complete, and it should not be relied

on as such. No representation is given with respect
to the accuracy or completeness of the information
herein. Opinions expressed are our current opinions
as of the date appearing on this report only. Prologis
disclaims any and all liability relating to this report,
including, without limitation, any express or implied
representations or warranties for statements or errors
contained in, or omissions from, this report.

Any estimates, projections or predictions given in this
report are intended to be forward-looking statements.
Although we believe that the expectations in such
forward-looking statements are reasonable, we can give
no assurance that any forward-looking statements will
prove to be correct. Such estimates are subject to actual
known and unknown risks, uncertainties and other
factors that could cause actual results to differ materially
from those projected. These forward-looking statements
speak only as of the date of this report. We expressly
disclaim any obligation or undertaking to update or
revise any forward-looking statement contained herein
to reflect any change in our expectations or any change
in circumstances upon which such statement is based.

No part of this material may be (i) copied, photocopied
or duplicated in any form by any means or (ii)
redistributed without the prior written consent of
Prologis.

Prologis

Pier 1, Bay 1

San Francisco, CA94111
United States

+1 415394 9000
www.prologis.com
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About Prologis Research

Prologis’ Research department studies fundamental
and investment trends and Prologis’ customers’ needs
to assist in identifying opportunities and avoiding

risk across four continents. The team contributes

to investment decisions and long-term strategic
initiatives, in addition to publishing white papers and
other research reports. Prologis publishes research on
the market dynamics impacting Prologis’ customers’
businesses, including global supply chain issues and
developments in the logistics and real estate industries.
Prologis’ dedicated research team works collaboratively
with all company departments to help guide Prologis’
market entry, expansion, acquisition and development
strategies.

About Prologis

Prologis, Inc. is the global leader in logistics real estate
with a focus on high-barrier, high-growth markets. As
of September 30, 2023, the company owned or had
investments in, on a wholly-owned basis or through
co-investment ventures, properties and development
projects expected to total approximately 1.2 billion
square feet (114 million square meters) in 19 countries.
Prologis leases modern logistics facilities to a diverse
base of approximately 6,700 customers principally
across two major categories: business-to-business and
retail/online fulfillment.
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