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Executive Summary

— After a prolonged period of headwinds, the industrial sector is finding its footing. The availability rate rose by a modest 10 basis points (bps) from Q2 2024, a notable
deceleration compared to the larger increases seen over the past 12 months, and in line with our projections from last quarter. While we expect availability to
continue trending upward, this pace should remain moderate.

— New completions dropped sharply this quarter, totaling 68 million square feet (MSF)—the lowest quarterly total in three years. The reduction reflects an appropriate
supply response to softer space demand and broader macroeconomic challenges. Our forecast suggests that quarterly completions will likely remain below 80 MSF
in both the near and long term.

— For the first time since mid-2019, rent levels fell quarter-over-quarter, decreasing by 0.4%. This decline brought year-over-year rent growth in Q3 2024 down to 1.5%,
its lowest rate since 2012. We anticipate a moderate rebound in the short term, with growth stabilizing around 3% in the long run.

Q32024 Forecast Summary

2022 2023 2024F 2025F 2026F 2027F 2028F
Absorption Rate (%) 2.8 0.7 0.6 0.9 11 1.3 1.3
Completions Rate (%) 2.7 3.2 2.1 17 17 17 17
Availability Rate (%) 4.8 7.1 8.4 9.1 9.5 9.8 10
EA Asking Rent Growth (%) 14 6.5 1.9 3.4 3.0 3.0 3.0

Source: CBRE Econometric Advisors, Q3 2024
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Q32024 CBRE Econometric Advisors’ Economic Forecast Brief

— Soft landings are rare, but recent data suggest that this outcome for the economy is increasingly likely. Business investment is holding its own and consumer
distress is confined to a few vulnerable segments. Discretionary spending, such as travel, is generally on a par with last year but is not showing signs of
accelerating further. The key threat to consumption is a rollover in the labor market. A key cause for concern is that deteriorating profit margins have weighed on
private sector hiring. Further, the healthcare sector, which has been a key growth driver in recent years, has regained its pre-pandemic trend and further outsized
gains are unlikely. These factors help explain the steadily falling job openings rate. On the other hand, companies are not shedding workers at a particularly high
rate. The labor market has slowed, but it is not slumping.

— While many are focused on November’s election, the most consequential policy lever has already been pulled via the FOMC’s 50 basis point September cut and
signaling another 50 by year-end. It is plausible that stronger economic data prints could reign in the pace of cuts before year-end. This easing of financial
conditions combined with continued economic growth should support modest hiring and consumption that precedes tighter commercial space market
fundamentals. In fact, financial markets presently believe the pace of economic growth is buoyant enough to force the Fed to moderate the pace of rate cuts. This
also means that the term-premia is rising, and long-term yields remain higher than what real estate capital markets players may wish for. Nevertheless, credit
markets are easing, and this is supportive for real estate markets.
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CBRE EA expects weaker growth during the long term

— The graphic to the right compares CBRE
EA’s GDP growth outlook with some of
the constituents of Bloomberg’s
consensus forecast survey. While our
near-term view is close to consensus, we
believe that weaker productive capacity,
mainly slower labor force growth, will
weigh on longer-term GDP growth.

— CBRE EA’s Q3 2024 forecast vintage was
revised upward in the near-term as key
indicators were coming in stronger than
expected. Our Baseline outlook expects
consumption to slow but remain intact

during 2025.

CBRE ECONOMETRIC ADVISORS
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Consumer resilience continues to exceed our expectations

— During 2023, CBRE Econometric
Advisors underestimated how resilient
the business and consumer sectors
would be in the face of significantly
higher interest rates. This resilience
continued in Q3 2023. GDP increased by
2.8% SAR, supported by sturdy personal
consumption, public spending, and
private non-residential investment. Our
Baseline outlook expects growth to
continue, albeit at a more moderate pace
in 2025 due to more prudent U.S.
consumption and a weaker global
economy, particularly in China and
Germany.

— CBRE EA expects annualized quarterly
GDP growth to oscillate in the 1% - 1.5%
range from Q4 2024 through 2025.

— Economic data prints and political
events, Stateside and abroad, remain
volatile and CBRE EA’s macro scenarios
deserve consideration.

CBRE ECONOMETRIC ADVISORS

Annualized Quarterly GDP Growth (%) by Forecast Vintage
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Consumer trends suggest a ‘soft landing’

Real Disposable Income Growth, Y-0-Y (%) Revolving Credit Growth, Y-o0-Y (%)
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— Consumer confidence has been trending up in recent quarters. An important driver could be continued real income growth after stinging declines two years ago.

— The pace of Y-0-Y revolving credit growth has been halved from its peak in early 2023. This degree of change is a weight on overall retail spending but when
paired with real income growth and improved confidence it reinforces the likelihood for a consumer ‘soft landing'.

CBRE ECONOMETRIC ADVISORS © 2024 CBRE, INC.
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Normalized employment levels will temper job growth
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Source: U.S. Bureau of Labor Statistics, CBRE Econometric Advisors Source: US. Bureau of Labor Statistics, CBRE Econometric Advisors Source: US. Bureau of Labor Statistics, CBRE Econometric Advisors

Healthcare employment levels have recently regained their pre-COVID trend levels. This normalization capacity suggests there will be less room for outsized job growth within the healthcare
sector, which averaged 1.6% per annum since mid-2020. The healthcare sector accounted for 38% of new jobs during the past 12 months ending in September.

Food & Beverage (F&B) employment was devastated by COVID but has since posted 17% annualized job growth. Nevertheless, F&B remains below its pre-COVID trend suggesting there could
be room for further upside, but its trajectory will depend upon the resilience of the U.S. consumer.

With most sectors now back to pre-pandemic trend levels the pace of Y-0-Y job growth will likely slip below 1% in 2025.

CBRE ECONOMETRIC ADVISORS © 2024 CBRE, INC.
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Something to watch—fewer private industries are creating jobs

— The U.S. Bureau of Labor Statistics
generates a private payroll diffusion
index to measure broad-based changes
in the labor market. This index is
comprised of more than 250 different
private-sector industries. A score higher
than 50 signifies that most industries are
creating jobs.

— Presently, the diffusion index has quickly
declined to around 50, suggesting that
the base of private-sector job creation
has narrowed considerably. Traditionally,
a dive in the private payroll diffusion
index is a signal of further economic
retrenchment.

— One reason for weaker private sector
growth is weaker corporate profits.
Some of this could ease as lower interest
rates help pad margins.

CBRE ECONOMETRIC ADVISORS
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The Fed’s policy rate outlook has shifted downward

— In September 2024, the Fed changed its
focus from price stability to the full
employment component of its dual
mandate. The Committee kicked off an
easing cycle with a 50-basis-point cut
and suggested another 50 basis points
is likely this year.

— The graphic to the right exhibits the
FOMC'’s range of views on future policy
rates. Further, the chart shows how the
committee’s views changed from
summer 2024. Should economic data
suggest an acceleration in growth it is
likely that the Fed will slow the pace of
rate cuts. Either way, the current outlook
is more positive for real estate activity
and valuations.

10 CBRE ECONOMETRIC ADVISORS
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Meanwhile, long-term rates have trended up in recent weeks

Federal Net Interest Outlays as a Share of GDP (%) U.S. Treasury Term Premium, Percentage Points
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— U.S. government debt is over $35 trillion. Because this debt is growing faster than GDP, interest payments will become a larger portion of federal outlays and GDP over
time. The prospect of a growing deficit and increased Treasury auction sizes is likely, regardless of a Trump or Harris win, and will put upward pressure on term
premiums.

— The term premium, or excess yield required for holding longer-term bonds, has steadily increased since September. This uptick is attributed to a variety of factors
including signs of reaccelerating economic growth and the potential for a second Trump presidency, which would carry notable inflationary risks via widespread tariffs.

CBRE ECONOMETRIC ADVISORS © 2024 CBRE, INC.
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ULS. elections have little impact on CRE capital markets

— Despite the contrast in policy paths Cap Rates (%) and Election Periods (Grey Shaded)
ahead, investors should note presidents 10
have minimal ability to impact the
economy. To the extent they are able to,

9
it is with a lag.
— Elections do not appear to have a 8
significant impact on long-term trends,
such as yields, which we plot in the .
graph to the right.
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Source: CBRE Research, CBRE Econometric Advisors, Q2 2024
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E-commerce activity maintains moderate growth trajectory

E-commerce Share of Total Retail Sales ex Motor Vehicles and Gas; Inflation Adjusted (%)
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More markets begin to see double-digit availability rates

— Sun Belt markets continue to experience Lowest and Highest 10 Availability Rates by Market (%)

the highest availability rates nationally.
These markets have also seen the

highest level of deliveries post- 14
pandemic. »
— Three Texas markets (Austin, Fort o
Worth, Dallas) rank in the top 10 for
highest availability rates.
— Minimal supply pressure and competitive
pricing are contributing to strong
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Another quarter, another sublet availability record

— The total available sublease space has
reached a new historic high of 178 million
square feet.

— The sublet availability rate has climbed
to 1.09%, matching the peak recorded
during the Global Financial Crisis. This
also marks nine consecutive quarters of
increases in the sublet availability rate.

CBRE ECONOMETRIC ADVISORS
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Supply pipeline eases; Phoenix remains an outlier

— Phoenix continues to be an outlier with a UC Pipeline, Share of Pipeline Due This Year vs. After This Year
heavily inflated under-construction (UC) Top 15 Markets (MSF)

pipeline, currently standing at just over

27 million square feet. This total is Indianapolis
spread across 145 buildings, resulting in Seattle
an average building size of 188,000 Boston
square feet. Fort Worth
Nashville

Although Boston, Indianapolis, Chicago, Kansas City
and Dallas all make this list, all four Dallas
markets have a UC pipeline as a Savannah
percentage of total stock below the Philadelphia
national average of 1.68%. Chicago
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Supply response aligns with broader sector softening

— Construction starts have dipped to a
post-pandemic low of 36 million square
feet. This should improve the

competitiveness of existing first-
generation space that has been sitting
vacant.

— Pre-leasing on completed buildings
continues to tick upward, which has
helped stabilize the national availability
rate as more space is being delivered
occupied.

18 CBRE ECONOMETRIC ADVISORS

Industrial Pre-leasing, Construction Starts
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3PL activity drives improved bulk leasing

Leased Transactions 100,000 Sq. Ft and Above YTD 2023 Market Share (%) YTD 2024 Market Share (%)
Industry Type YTD 2023 YTD 2024 27% 3.0%
Third-Party Logistics 115,131,451 134,567,409 . L X
= Third-Party Logistics
General Retail & Wholesale 93,752,187 104,864,751 .
m General Retail & Wholesale
Food & B 39,929,563 35,414,968
°° UGS = Food & Beverage
Automobiles, Tires, & Parts 33,847,500 22,192,971 Automobiles, Tires, & Parts
Manufacturing 31,577,689 31,252,219 .
= Manufacturing

Building Materials &

Construction 27,313,016 24571518 ® Building Materials &
Construction
E-commerce Only 13,412,006 21,974,705 = E-Commerce Only
Undisclosed 10,187,198 9,191,309 m Undisclosed
Medical 11,130,719 10,609,663 = Medical
Total 376,281,329 394,639,513
Source: CBRE Americas Research, Q3 2024 Source: CBRE Americas Research, Q3 2024 Source: CBRE Americas Research, Q3 2024

— Year-to-date leasing for e-commerce only is up 62% compared to the same time last year.

— Growth in manufacturing leasing has remained flat, reflecting a similar pattern in the U.S. Industrial production Index.

19 CBRE ECONOMETRIC ADVISORS
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Challenges remain, but the space market is becoming more balanced

Industrial Availability and Net Absorption

— The industrial availability rate increased

. . Sum of Markets % Sum of Markets MSF
by a modest 10 basis points from the

previous quarter, a stark contrast to the Ll 250

steep increases observed over the
previous 24 months. 10 Forecast 200
— Net absorption, although still below 9
pandemic and pre-pandemic levels, 150
surpassed 38 million square feet in Q3, 8
marking its highest level in nearly two 100
S
years. 7
50
6 i b
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5 N DN DN N S N N N S N 5 N N N N0
QA7 7 Q7 Q7 07 O Q7 B A DT P DT T {2 {07 @ © 4T R D PP
Q7 7 R7 0 Q7 P D DD P P 4P o7 AR A 2 gy
LS SN SN S N S S SR U S S S SIS S S s S S S U S
I Net Absorption (MSF) = Availability Rate (%)

Source: CBRE Econometric Advisors, Q3 2024
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Quarterly completions approaching pre-pandemic levels

— Q8 2024 completions plunged to 68

million square feet, a 47.3% drop from
the previous quarter and their lowest
level in three years.

— With the sharp drop in Q3 2024,

completion levels are now forecasted to
decrease by 32.4% compared to 2023,
with an additional 14.5% drop expected
from 2024 to 2025.

CBRE ECONOMETRIC ADVISORS
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Rent growth expectations favor markets with strong demographics

— Only four markets are expected to see Rent Levels and Five-Year CAGR
annualized renjc growth exc'ee.ding 5% Top 10 Markets ($) (%)
over the next five years. This is a
decrease from the previous forecast,
which had six markets reaching those
levels. $25

$30 6.0%

5.5%

— In the latest CAGR rankings, the same 10
markets from the previous forecast are
present, but their positions have shifted.

®
®
o
®

Notably, Riverside has risen from sixthto ~ $15 @ ° 45%
first place, while Nashville has fallen four
spots. $1 4.0%
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Q3 rent growth stalls; recovery expected to be swift

— Year-over-year rent growth plummeted Industrial EA Asking Rent Growth By Scenario, Taking Rent
o - .
to 1.5% in Q3, the lowest level since 2012, Surm of Markete YooY Growth
as more markets saw actual rent level %
declines for the first time. 16
— Taking rents also experienced a notable “
slowdown in growth, coming in at 3% in Forecast
Q3 2024, down from 5% in the previous 12
uarter.
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‘Baseline’ Scenario

— The Baseline Scenario assumes that economic growth will Y-0-Y Change (%); 10-Year Treasury Displays Quarterly Yields
persist through the remainder of 2024 and into 2025. This

. . . ) . . GDP Employment CPI US 10-Year
expansion will ultimately be driven by continued business 2022 Q1
investment and a steady labor market, which will therein 2022 Q2
support healthy consumption—the largest component of the 2022 Q3
U.S. economy. A key feature of the Baseline Scenario is that 2022 Q4
the pace of growth does not accelerate but rather eases to j(o)jj 8;
sub-2% by H2 2025. 2023 03

— Disinflation will be driven by easing goods costs, softening 2023 Q4
wage growth, and moderating housing costs. This pathway 2024 Q1
will give the Federal Reserve the ‘green light’ to maintain its igzi gg
easing policy. Our Baseline view expects the Fed Funds Rate 2004 Qb
will decline to 3.1% by year-end 2025. 2025 Q1

— The Baseline Scenario is accretive to stronger commercial 2025 Q2

. . 2025 Q3

real estate performance. Continued economic growth should 2025 Q4
bolster NOI growth, while lower interest rates stimulates 2026 QT
capital market liquidity. 2026 Q2
2026 Q3

2026 Q4

Source: Oxford Economics, CBRE Econometric Advisors
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‘Business Cycle Recession’ Scenario

— Previous downside scenarios were all driven by a re- Y-o-Y Change (%); 10-Year Treasury Displays Quarterly Yields
acceleration of inflation that caused interest rates and

. . . GDP Employment CPI US 10-Year
consumer angst to hit a breaking point that pushed the 0022 Q1
economy into a recession. CBRE EA believes the prospect of 2022 Q2
reinflation—geopolitical risks aside—is less likely and the 2022 Q3
greatest macroeconomic threat is the business cycle running 2022 Q4
its course. A plausible pathway here is the labor market 202301
rolling over and consumers turning more cautious. 2023 G2

2023 Q3
— The decline in aggregate demand has inflation falling slightly 2023 Q4
below target by mid-2025. This risk-off outlook would also 2024 Q1
cause U.S. Treasury yields to quickly fall back to the low-3% zgzi gz
range by year-end 2025. The FOMC’s policy responses would 024 O
be even more accommodative with the base rate hitting 2.5% 2025 Q1
by year-end 2025, compared to 3.1% within the Baseline 2025 Q2
forecast. 2025 Q3
2025 Q4
— The ‘Business Cycle Recession’ Scenario is a net negative on 2026 Q1
commercial real estate performance as a weaker economy 2026 Q2
weighs on occupier markets. A potential silver lining is that 2026 Q3
lower borrowing costs could ease the burden of well- 2026 Q4
occupied properties Strugg“ng to refinance. Source: Oxford Economics, CBRE Econometric Advisors
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‘Growth Acceleration’ Scenario

— Unlike the Baseline Scenario that sticks a ‘Soft Landing’ the Y-o-Y Change (%); 10-Year Treasury Displays Quarterly Yields
‘Growth Acceleration’ scenario sees the pace of Y-o-Y GDP

growth accelerate to the low-to-mid-2% range during H1 0022 Q1 cLe Employment cPl oS T0-Year
2025. This uptick in growth will be driven by continued 2022 Q2
business investment and hiring that results in a more 2022 Q3
aggressive consumer. 2022 Q4
2023 Q1
— This scenario will put upward pressure on the job openings 2023 Q2
rate, but sluggish labor force growth will put a ceiling on 2023 Q3
headline job growth. Excess hiring will come from immigration 2023 Q4
and older adults being lured back into the labor market by 2024 Q1
higher wages. These dynamics will put some upward pressure 2822 gz
on wages and inflation but not enough for the Fed to T
abandon its rate cutting program. The longer end of the yield 2025 Q1
curve will not materially deviate from the Baseline. 2025 Q2
— Stronger real economic growth is a substantial tailwind for 222: gi
commercial real estate occupier and capital markets. Should 2026 O1
this scenario come to fruition ‘first movers’ would be 2026 Q2
rewarded by attractive equity and debt yields. 2026 Q3
2026 Q4

Source: Oxford Economics, CBRE Econometric Advisors
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‘Severe Downside’ Scenario

— In this scenario the U.S. economy is shocked by a major Y-o-Y Change (%); 10-Year Treasury Displays Quarterly Yields

exogenous event. There could potentially be an unknown
financial threat triggered by the continued uptick in interest

GDP Employment CPI US 10-Year

2022 Q1
rates. 2022 Q2

— Such an event would trigger a severe recession in coming 2022 @3
2022 Q4

quarters analogous to the Global Financial Crisis. A key 2023 01
feature of this scenario would be lasting economic scarring 2023 Q2
as households, firms and the financial system struggle to 2023 Q3
regain their footing. 2023 Q4
2024 Q1
2024 Q2
2024 Q3
2024 Q4
2025 Q1
2025 Q2
2025 Q3
2025 Q4
2026 Q1
2026 Q2
2026 Q3
2026 Q4

Source: Oxford Economics, CBRE Econometric Advisors
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