' b ®
U.S. Industrial Business Indicator™ | February 2025 , ’ P Ro LOG IS

Customer Activity Improves
After a Subdued 2024

The Industrial Business Indicator (IBI™) Utilization Rate increased to 85.3% in January after
averaging 84% in Q4. Several factors lowered space utilization through year-end:

— Strong holiday sales reduced warehouse inventories more quickly than they were replenished, resulting in
empty racks.

— Sublease availability remains above historical norms, reflecting persistent excess capacity in some locations.

— The IBI Activity Index hit 59.9 in January after averaging 59 in Q4. Levels in the high 50s/low 60s are consistent
with a strong flow of goods through U.S. warehouses, which was exhibited by 3.5% year-over-year growth in
retail goods sales’ and an estimated 15% to 20% year-over-year growth in import volumes.

with vacancies peaking.ii Looking ahead, completions should decline by more than 35% in 2025,

O 2 The U.S. industrial market is close to the bottom of the current supply driven mini-cycle,
putting downward pressure on the vacancy rate.

Rents declined 2% during Q4 after falling 3% in Q3." Looking ahead, we expect rents to rise
again around mid-2025 in most U.S. markets.
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The IBI Utilization Rate increased to 85.3% in
January after remaining below the normal
expansionary range in Q4. Strong consumption
continued to outpace growth in inventories, pulling
down utilization during the holidays. Excess capacity
remains, however, reflected by a utilization rate
below 85.5% and sublease availabilities above 1%.ii

Customers report they are growing into existing
capacity, supported by January increases in both
the Utilization Rate and the IBI Utilization Index, which
asks if customers are using space. At the same time,
the IBI Activity Index reflected elevated throughput,
averaging an expansionary reading of 59 during 2024
and inching up to nearly 60 in January.

Exhibit 3 - Summary of Net Absorption Indicators

Exhibit 1 — IBI Activity Index

Index, 50 = neutral, seasonally adjusted
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Exhibit 2 - Utilization Rate
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Est. Net Absorption, MSF

Latest Regression Fit

Reading as of Quarterly Annualized (R-sqr)

IBI-Activity 59.9 Jan 2025 43 171 0.83
Weighted Average of Econ Variables 39 158

PMI (non-MFG) 54.1 Dec 2024 40 158 0.77

Jobs (private) 145 Dec 2024 39 157 0.69

Core Retail Sales 2.7% Dec 2024 36 142 0.71

Inventories 96.8 3Q24 44 175 0.68

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
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U.S. industrial real estate leasing activity accelerated
after the presidential election. Net absorption was
positive, but muted through 2024, but early signs of
demand diversification surfaced across industries, markets,
and size categories during Q4.ii

— Leasing grew in key industries with notable expansion in e-

commerce, fast-moving consumer goods, and food and
beverage companies.ii

Exhibit 4 — Vacancy Rate, U.S.
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Source: CBRE, JLL, Cushman & Wakefield, Colliers, CoStar, CBRE-EA,
Prologis Research.

The shift in market conditions is fueled by a marked
change in the supply backdrop. New deliveries fell by
38% year-over-year in 2024 i while a sizeable gap between
replacement cost rents and market rents produced a
challenging environment for speculative development. New
building starts fell nearly 40% year-over-year in 2024.V As a
result, completions are poised to fall by another 35% in
2025, allowing vacancy rates to decrease later in the year
as new supply falls short of new demand.ii

Exhibit 6 — Under Construction, U.S. Industrial
MSF
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— Demand was robust across the sunbelt—from Las Vegas and

Phoenix on one side through Texas and into the Southeast

and Florida on the other. Activity broadened over the course of
Q4 in other geographies, such as Toronto and the mid-
Atlantic, including New Jersey and Pennsylvania.

— Big-box demand drove most net absorption over the course of

2024, but Q4 saw the highest new absorption in more than 18
months for facilities below 250,000 square feet.fi

Exhibit 5 - Market Fundamentals, U.S.
MSF
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Rents are expected to rise later in 2025 with signs of
growth already emerging in select markets. Rent growth
varied widely by market in 2024 with Southern California
again recording the most pronounced decreases. Outside
the West, rents remained largely resilient with several
markets posting positive rent growth heading into 2025.

Exhibit 7 — U.S. True Months of Supply - TMS
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Conclusion

The industrial real estate market continues to progress
through a mini-cycle, with vacancy rates peaking as
occupiers move cautiously to expand supply chain
networks. Proposals and leasing activity reflect early
signs of a post-election shift as greater certainty prompts
decision-making. This momentum plays into our
expectations for a 20% annual increase in net absorption
for 2025 with velocity increasing as the year progresses.
Vacancy rates should decline alongside a 35% reduction
in new completions. il The market remains favorable to
occupiers in the near term before conditions tighten
through the year.

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.

Prologis
Pier 1, Bay 1, San Francisco, CA 94111, United States
+1 415 394 9000 | www.prologis.com

Copyright © 2025 Prologis, Inc. All rights reserved.

Prologis Research

Methodology

The Prologis Industrial Business Indicator (IBI) is derived
from a survey of Prologis customers on their warehouse
activity and utilization. Respondents classify activity as
“Weaker,” “Same,” or “Stronger,” relative to the prior month
and these answers are combined into a diffusion index
ranging from 0 to 1. Similarly, respondents classify space
utilization as “More,” “Same,” or “Less,” relative to the prior
month and these answers are combined into a diffusion index
ranging from 0 to 1. The utilization rate is reported as an
average percentage, reflecting how fully respondents are
using their available warehouse space.

Endnotes

i. U.S.Census Bureau.

ii. Various U.S. Port Authorities.

ii. CBRE, JLL, Cushman & Wakefield, Colliers, CoStar, CBRE-EA,
Prologis Research.

iv. Prologis Research.

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’ 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.

Prologis, Inc. is the global leader in logistics real estate with a
focus on high-barrier, high-growth markets.

As of December 31, 2024, 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 1.3 billion square feet

(120 million square meters) in 20 countries. Prologis leases
modern logistics facilities to a diverse base of approximately
6,500 customers principally across two major categories:
business-to-business and retail/online fulfillment.
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