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Executive Summary
– Fundamentals are reverting to long-run trends after a post-pandemic surge, followed by significant softening. The availability rate rose by 30 basis points (bps) 

from Q3 2024 and now sits at 8.4%, a level last reached in 2016.

– There is significant bifurcation between shallow bay infill assets and larger format industrial, which skews toward newer product and is particularly feeling the 
supply overhang. 

– National asking rents declined slightly for the second quarter in a row and are expected to stay fairly flat over the next 12 months as some markets recalibrate to 
recent deliveries. As construction comes off the boil, fundamentals will continue to normalize. 

Q4 2024 Forecast Summary

Source: CBRE Econometric Advisors, Q4 2024

2023 2024 2025F 2026F 2027F 2028F 2029F

Absorption Rate (%) 0.7 0.4 1.0 1.3 1.3 1.3 1.3

Completions Rate (%) 3.1 2.0 1.6 1.8 1.7 1.6 1.6

Availability Rate (%) 7.1 8.6 9.1 9.5 9.8 10.1 10.4

EA Asking Rent Growth (%) 6.6 0.6 2.9 2.9 3.0 2.9 2.7
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Q4 2024 CBRE Econometric Advisors’ Economic Forecast Brief

– The U.S. economy continues to exceed expectations. Much of this is due to a steadfast consumer who is enjoying increased household wealth, real income growth, 
and a resilient labor market. Specifically, spending on discretionary items, such as air travel, remains sturdier than expected. Also, the corporate sector generally 
remains insulated from the high interest rates of recent years, thus supporting continued business investment. The tailwind of COVID-era stimulus is also a 
lingering driver. To match this elevated activity, CBRE has revised up its GDP growth outlook for 2025 to 2.2%. Our outlook for inflation has also increased, which 
should remain in the upper 2% range for the foreseeable future. The yield on 10-year Treasuries should remain above 4% for the foreseeable future.

– Policy is a key wild card for the U.S. economy. CBRE EA’s ‘Policy Error’ scenario attempts to simulate the outcome should President Trump employ aggressive 
tariffs. A trade war on multiple fronts would almost certainly hit aggregate demand, investment, and price stability. Conversely, should the new administration focus 
on a pro-growth policy mix (e.g., deregulation, productive immigration reform, sound fiscal management) then we believe growth this year could exceed 3%. 

– The Baseline Scenario is accretive to stronger commercial real estate fundamentals as a sturdy economy stimulates leasing volume and NOI growth. However, 
overall investment performance could be constrained by stubbornly high long-term rates. Nevertheless, credit markets are easing, and this is supportive for real 
estate markets. The ‘Policy Error’ scenario would certainly pummel CRE performance, and the impact would be two-pronged:  1) Weaker space market 
fundamentals restrict NOI growth; 2) Higher interest rates would delay the recovery in CRE capital markets. 
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Our GDP outlook compared to past predictions and consensus

– Previous forecast vintages underestimated the vitality of the U.S. consumer and private investment. Recent upgrades to the outlook have landed closer to target. 
Annualized quarterly GDP growth in Q3 2024 was 3.1%. We expect growth to slow to the low-2% range during 2025. 

– The graphic on the right compares CBRE EA’s GDP Y-o-Y growth outlook with some of the constituents of Bloomberg’s consensus forecast survey. CBRE EA is 
marginally higher than the consensus view and particularly in the near term. Most macro forecasts expect the pace of growth to moderate in coming quarters. 

Source:  Bloomberg, CBRE Econometric AdvisorsSource:  Bureau of Economic Analysis, CBRE Econometric Advisors

Annualized Quarterly GDP Growth by Forecast Vintage (%) CBRE EA GDP Forecast Relative to Other House View Expectations, Y-o-Y (%)
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Scenarios matter during times of uncertainty

– Many of the growth drivers from 2024 (e.g., sturdy 
consumption, private investment) persist into 2025. 

– The Baseline Scenario assumes the pro-growth aspects of a 
Trump presidency outweigh more damaging aspects, namely 
tariffs.  

Source: Oxford Economics, CBRE Econometric Advisors
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– Our upside, or Growth Acceleration Scenario, is predicated 
upon stronger productivity growth that supports greater 
expansion whilst keeping inflation in check. 

– Because the U.S. economy is currently operating near full 
potential there is less room for upside growth, especially 
within the labor market. 

– This scenario assumes a 60% tariff is levied on China along 
with a 10% universal tariff. The bite from reciprocal action 
would not hit until 2026-27. 

– Inflation escalates in 2027, and this will be paired with slower 
growth. Higher interest rates would stress financial markets 
and investment performance. 
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Presently, higher rates are not constraining the corporate sector

– Despite the historic pace of Fed rate hikes during 2022-23 financial conditions have remained healthy for the corporate sector. 

– Aggregate corporate interest payments as a share of operating surplus has declined to near record low levels. This is, in part, driven by a large expansion of 
corporate credit during COVID-19 that was originated at very low rates. Today, borrowing costs are high relative to history; however, credit spreads have narrowed 
considerably. 

Source: Macrobond, CBRE Econometric Advisors
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Consumer trends remain resilient 

– Consumer sentiment is heightened, and this is likely due to a return in real disposable income growth as the worst of inflation has subsided. 

– Despite heightened prices for discretionary services, U.S. consumers continue to spurge on them. Air travel continues to trend upward and above the pre-COVID 
trend. Other indicators, such as restaurant visits and cruise boat boardings also reflect a stronger-than-expected consumer. 

Source: U.S. Department of Homeland Security, CBRE Econometric Advisors
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Consumer spending will be supported by further job growth
– The pace of U.S. labor force growth 

peaked in the late 1970s, at over 3%, and 
has generally trended downward since. 
The longer-term trajectory of U.S. labor 
force growth is sub-0.5% according to 
Oxford Economics. Limited labor supply 
will put a ceiling on headline job growth.  

– Through 2027, we anticipate job growth 
to be in the 1% range. With limited slack 
in the labor market most of the risk is 
tilted to the downside. A mix of policy 
errors, ranging from an excessive trade 
war to strict immigration restrictions, 
would disrupt the labor market.

U.S. Employment Change by Scenario, Y-o-Y (%)

Source: U.S. Bureau of Labor Statistics, CBRE Econometric Advisors
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Policy error could escalate the U.S. inflation outlook

– The pace of disinflation is slowing and especially as the housing component has shown little movement. CBRE EA’s Baseline outlook expects inflation to remain 
near the mid-2% range as the economy continues to operate near full capacity. 

– The ‘Growth Acceleration’ scenario anticipates stronger growth alongside greater productivity, which equates to CPI remaining very close to the Baseline outlook. 

– Inflation within the ‘Policy Error’ scenario deviates considerably below the Baseline outlook. The impact will begin to bite in late 2026 as tariffs and reciprocal 
actions would take time. A severe cut to immigration could also bolster inflation.  

Source: CBRE Econometric Advisors
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Long-term rates have trended up despite rate cuts

– Traditionally, the yield on 10-year Treasury bills has trended downward after the start of each Fed easing cycle. The present cycle is quite unique, albeit there are 
some parallels to the ‘soft landing’ in 1995 when rates trended upward in subsequent weeks. A mild downturn in 2001 kept rates moving sideways during that period. 

– There are numerous reasons for the updrift in long-term yields, ranging from heightened inflation expectations to high levels of public debt. Presently debt levels are 
near historic highs and have reportedly put upward pressure on term premiums.  

Source: Federal Reserve, Congressional Budget Office, CBRE Econometric Advisors
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The outlook for 10-year Treasury yields has shifted up
– CBRE EA has increased its outlook for 

the 10-Year Treasury yield in recent 
months. This change was driven by a 
mosaic of datapoints with a key input 
being the consistent upward shift in 
market expectations for long-term yields 
since September. The January 
Bloomberg consensus survey shows an 
average increase of 22 basis points 
through early 2027 from the November 
consensus. 

– The thesis that yields will remain higher 
for longer suggests that markets expect 
heightened inflation levels going forward 
and elevated government debt levels 
could maintain upward pressure on term 
premiums. 3.6
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E-commerce activity maintains moderate growth trajectory 
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More markets begin to see double-digit availability rates
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– Sun Belt markets continue to experience 
the highest availability rates nationally. 
These markets have also seen the 
highest level of deliveries post-
pandemic. 

– El Paso joins Austin and Fort Worth as 
the three Texas markets ranking in the 
top 10 for highest availability rates.

– Minimal supply pressure and competitive 
pricing are contributing to strong 
performance in a handful of older 
Midwest markets.
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Another quarter, another sublet availability record
– The total available sublease space has 

reached a new historic high of 186 
million square feet (MSF).

– The sublet availability rate has climbed 
to 1.13.%, cresting the peak recorded 
during the Global Financial Crisis. This 
also marks nine consecutive quarters of 
increases in the sublet availability rate.

– 3PLs, active over the past couple years, 
account for 30% of current sublease 
listings.

0

20

40

60

80

100

120

140

160

180

200

0.00%

0.25%

0.50%

0.75%

1.00%

1.25%

20
07

.3

20
08

.1

20
08

.3

20
09

.1

20
09

.3

20
10

.1

20
10

.3

20
11

.1

20
11

.3

20
12

.1

20
12

.3

20
13

.1

20
13

.3

20
14

.1

20
14

.3

20
15

.1

20
15

.3

20
16

.1

20
16

.3

20
17

.1

20
17

.3

20
18

.1

20
18

.3

20
19

.1

20
19

.3

20
20

.1

20
20

.3

20
21

.1

20
21

.3

20
22

.1

20
22

.3

20
23

.1

20
23

.3

20
24

.1

20
24

.3

Sublet Available sq. ft. Sublet Availability (%)

Sublease Availability Rate and Total Square Feet

Sum of Markets (%) (Sq. Ft.)

Source: CBRE Econometric Advisors, Q4 2024



17 CBRE ECONOMETRIC ADVISORS © 2025 CBRE, INC.

Q4 2024 U.S. INDUSTRIAL OVERVIEW & OUTLOOK

Supply pipeline eases; though still high by historical standards

– Nationally, 260 MSF of completions are 
expected in 2025. While this is a 21% 
decline from 2024 levels, it is still nearly 
40% above the pre-2020 average of 186 
MSF.

– Even with a noticeable decline from 
2024, Phoenix is still far and away the 
market with the strongest pipeline.

– Austin is the only market in this top 15 
expected to deliver more space in 2025 
than in 2024. 

– While Chicago’s 2025 completion figure 
looks large relative to other markets, it 
represents just 0.9% of stock. 

UC Pipeline, Share of Pipeline Due This Year vs. After This Year

Top 15 Markets (MSF)

Source: CBRE Econometric Advisors, Q4 2024
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Supply response aligns with broader sector softening 
– Construction starts ticked up slightly to 

43 MSF in Q4 2024. 

– Lower levels of construction should 
improve the competitiveness of existing 
first-generation space that has been 
sitting vacant.

– Pre-leasing rates appear to have 
stabilized as the market searches for a 
new equilibrium. 

Industrial Pre-leasing, Construction Starts
Sum of Markets (%) (MSF)
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2024 Lease Transactions 100,000 SF and Above 

Occupier Type SF Transacted Market Share

Third Party Logistics 178,002,221 33.7%

General Retail & Wholesale 142,527,754 27.0%

Food & Beverage 45,739,656 8.7%

Manufacturing 44,959,535 8.5%

Automobiles Tires & Parts 33,473,662 6.3%

Building Materials & Construction 31,811,755 6.0%

E-Commerce Only 26,041,607 4.9%

Medical 15,275,605 2.9%

Undisclosed 10,760,187 2.0%

Total 528,591,982 100%

3PL leasing escalates in 2024 leading to stronger bulk volume
– Bulk (100K SF+) leasing 

finished 2024 up 2.9% 
compared with the same period 
last year. 

– After a slow first quarter, 3PL 
leasing in 2024 rebounded, 
helping them take back the top 
spot for most active occupier. 

– E-commerce Only posted the 
largest year-over-year increase 
in leasing of 31.7% thanks to a 
pickup in MSF+ transactions. 

Compares new lease and renewal transactions 100,000 sq. ft. and above in 1/1 to 12/31.
Source: CBRE Research, Q4 2024.

2023 Lease Transactions 100,000 SF and Above 

Occupier Type SF Transacted Market Share

Third Party Logistics 156,165,816 30.4%

General Retail & Wholesale 128,834,066 25.1%

Food & Beverage 49,993,802 9.7%

Manufacturing 45,862,115 8.9%

Automobiles Tires & Parts 44,825,405 8.7%

Building Materials & Construction 40,713,661 7.9%

E-Commerce Only 19,778,996 3.8%

Undisclosed 13,912,697 2.7%

Medical 13,674,362 2.7

Total 513,760,920 100%
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Challenges remain, but the space market is becoming more balanced 

– The industrial availability rate increased 
30 bps from the previous quarter, as 
completions once again outpaced 
absorption. 

– Net absorption was slightly positive in 
Q4. The measure is expected to improve 
in the coming quarters, but not enough 
to offset a relatively strong supply 
pipeline by historical standards. 

Industrial Availability and Net Absorption
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Completions declining but still high by historical standards
– Q4 2024 completions totaled 94 MSF. 

This put 2024 completions 33% below 
the 2023 peak.

– 2025 completions are expected to total 
260 MSF, a 21% decline Y-o-Y and the 
lowest total since 2017. 

– However, it is worth noting future 
completions are still notably above the 
pre-2020 long-run average of 186 MSF. 
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Rent growth expectations favor markets with strong demographics 
– Only two markets are expected to see 

annualized rent growth exceeding 5% 
over the next five years. This is a 
decrease from the previous forecast, 
which had four markets reaching those 
levels.

– In the latest CAGR rankings, the same 10 
markets from the previous forecast are 
present, but their positions have shifted. 
Notably, Riverside has dropped as rent 
fundamentals soften rapidly, while 
Nashville is expected to lead.
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Q4 rent growth stalls; recovery expected to be swift
– Year-over-year rent growth continued to 

decline in Q4 2024 and now sits at just 
0.6%, the lowest level since 2012. 

– Of 75 Tier 1 markets tracked by EA, 34 
saw quarter-over-quarter rent declines 
in Q4 2024, compared to 36 markets 
with increases and five with no change. 

– Taking rents also experienced a notable 
slowdown in growth, coming in at 1% in 
Q4 2024, down from 3% in the previous 
quarter.
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‘Baseline’ Scenario
– The Baseline Scenario assumes that economic growth will 

persist into 2025. This expansion will ultimately be driven by 
continued business investment, consumption, and stimulative 
policies. A key feature of the Baseline Scenario is that the 
pace of Y-o-Y growth remains locked in the 2%+ range 
through 2027.

– Stimulative economic policies, continued economic growth, 
and tight labor markets will keep inflation elevated in 
upcoming years. Consequently, the Fed will limit itself to 
three rate cuts during the next four quarters. It should be 
noted that only slightly stronger macro data could erase one 
of these cuts. Treasury yields will remain above 4% for the 
foreseeable future. 

– The Baseline Scenario is accretive to stronger commercial 
real estate fundamentals as a sturdy economy stimulates 
leasing volume and NOI growth. However, overall investment 
performance would be constrained by stubbornly high long-
term rates. 

Y-o-Y Change (%); 10-Year Treasury Displays Quarterly Yields

Source: Oxford Economics, CBRE Econometric Advisors

GDP Employment CPI US 10-Year
2023 Q1 2.3 2.8 5.7 3.6 
2023 Q2 2.8 2.5 4.0 3.6 
2023 Q3 3.2 2.1 3.6 4.2 
2023 Q4 3.2 1.9 3.2 4.4 
2024 Q1 2.9 1.8 3.2 4.2 
2024 Q2 3.0 1.7 3.2 4.4 
2024 Q3 2.7 1.5 2.6 3.9 
2024 Q4 2.5 1.4 2.7 4.3 
2025 Q1 2.7 1.2 2.4 4.5 
2025 Q2 2.5 1.0 2.3 4.5 
2025 Q3 2.3 1.0 2.7 4.4 
2025 Q4 2.2 0.9 2.6 4.4 
2026 Q1 2.3 0.9 2.6 4.3 
2026 Q2 2.4 0.9 2.7 4.3 
2026 Q3 2.5 1.0 2.7 4.2 
2026 Q4 2.6 1.0 2.7 4.2 
2027 Q1 2.5 1.0 2.7 4.1 
2027 Q2 2.4 1.0 2.7 4.1 
2027 Q3 2.3 0.9 2.7 4.1 
2027 Q4 2.2 0.9 2.7 4.1 
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‘Policy Error’ Scenario
– The election of President Donald J. Trump presents both 

upside and downside risks to the outlook. Should the 
President’s policy mix skew towards aggressive trade tariffs, 
then the outlook for growth takes a noticeable hit. The ‘Policy 
Error’ scenario assumes the Trump Administration levies a 
60% tariff on China and a universal 10% tariff. Because it 
would take time for trade counterparties to levy retaliatory 
strikes, we believe the bulk of the downside impact would be 
delayed until 2026-27, with GDP growth falling below 2%. 

– Not only would a trade war hit aggregate demand in the 
United States, but it would also stoke stronger inflation, 
pushing CPI back above 3% in 2026. Should stronger tariffs 
be placed on Canada and Mexico, then inflation could see 
even more energy. 

– The ‘Policy Error’ Scenario is a net negative on commercial 
real estate performance as a weaker economy weighs on 
occupier markets and higher interest rates strain capital 
markets. 

Y-o-Y Change (%); 10-Year Treasury Displays Quarterly Yields

Source: Oxford Economics, CBRE Econometric Advisors

GDP Employment CPI US 10-Year
2023 Q1 2.3 2.8 5.7 3.6 

2023 Q2 2.8 2.5 4.0 3.6 

2023 Q3 3.2 2.1 3.6 4.2 

2023 Q4 3.2 1.9 3.2 4.4 

2024 Q1 2.9 1.8 3.2 4.2 

2024 Q2 3.0 1.7 3.2 4.4 

2024 Q3 2.7 1.5 2.6 3.9 

2024 Q4 2.5 1.4 2.7 4.3 

2025 Q1 2.6 1.2 2.4 4.5 

2025 Q2 2.4 1.0 2.3 4.5 

2025 Q3 2.2 0.9 2.6 4.5 

2025 Q4 2.0 0.8 2.5 4.4 

2026 Q1 1.9 0.6 2.7 4.4 

2026 Q2 1.8 0.5 2.9 4.4 

2026 Q3 1.7 0.4 3.2 4.4 

2026 Q4 1.6 0.3 3.4 4.4 

2027 Q1 1.5 0.2 3.3 4.4 

2027 Q2 1.5 0.1 3.2 4.3 

2027 Q3 1.4 0.1 3.0 4.3 

2027 Q4 1.3 (0.0) 2.8 4.3 
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‘Growth Acceleration’ Scenario
– Unlike the Baseline Scenario that sticks a ‘Soft Landing’ the 

‘Growth Acceleration’ Scenario sees the pace of Y-o-Y GDP 
growth accelerate over 3% during 2025. This scenario would 
require the White House to focus on pro-growth policies (e.g., 
deregulation, immigration reform, balanced budget) without 
the baggage of a serious trade conflict. 

– Another condition of this scenario is stronger productivity 
that will increase the growth capacity in the U.S. This will 
allow the U.S. to absorb greater aggregate demand without 
generating materially more inflation than the Baseline. 
Similarly, the longer end of the yield curve will not materially 
deviate from the Baseline. 

– Stronger real economic growth is a substantial tailwind for 
commercial real estate occupier and capital markets. Should 
this scenario come to fruition ‘first movers’ would be 
rewarded by attractive equity and debt yields. 

Y-o-Y Change (%); 10-Year Treasury Displays Quarterly Yields

Source: Oxford Economics, CBRE Econometric Advisors

GDP Employment CPI US 10-Year
2023 Q1 2.3 2.8 5.7 3.6 

2023 Q2 2.8 2.5 4.0 3.6 

2023 Q3 3.2 2.1 3.6 4.2 

2023 Q4 3.2 1.9 3.2 4.4 

2024 Q1 2.9 1.8 3.2 4.2 

2024 Q2 3.0 1.7 3.2 4.4 

2024 Q3 2.7 1.5 2.6 3.9 

2024 Q4 2.5 1.4 2.7 4.3 

2025 Q1 3.0 1.3 2.4 4.5 

2025 Q2 3.1 1.4 2.3 4.4 

2025 Q3 3.2 1.6 2.6 4.3 

2025 Q4 3.4 1.8 2.6 4.2 

2026 Q1 3.2 1.8 2.6 4.2 

2026 Q2 2.8 1.5 2.7 4.1 

2026 Q3 2.5 1.3 2.8 4.1 

2026 Q4 2.1 1.0 2.8 4.1 

2027 Q1 1.9 0.7 2.8 4.1 

2027 Q2 1.8 0.6 2.7 4.1 

2027 Q3 1.8 0.5 2.7 4.1 

2027 Q4 1.8 0.5 2.7 4.1 
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‘Severe Downside’ Scenario
– In this scenario the U.S. economy is shocked by a major 

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

– Such an event would trigger a severe recession in coming 
quarters analogous to the Global Financial Crisis. A key 
feature of this scenario would be lasting economic scarring 
as households, firms and the financial system struggle to 
regain their footing.

Y-o-Y Change (%); 10-Year Treasury Displays Quarterly Yields

Source: Oxford Economics, CBRE Econometric Advisors

GDP Employment CPI US 10-Year
2023 Q1 2.3 2.8 5.7 3.6 

2023 Q2 2.8 2.5 4.0 3.6 

2023 Q3 3.2 2.1 3.6 4.2 

2023 Q4 3.2 1.9 3.2 4.4 

2024 Q1 2.9 1.8 3.2 4.2 

2024 Q2 3.0 1.7 3.2 4.4 

2024 Q3 2.7 1.5 2.6 3.9 

2024 Q4 (0.6) (0.1) 2.2 4.3 

2025 Q1 (1.1) (1.4) 1.7 4.5 

2025 Q2 (2.0) (2.4) 1.4 4.5 

2025 Q3 (2.8) (3.2) 1.5 4.5 

2025 Q4 (0.6) (2.5) 1.7 4.4 

2026 Q1 (0.6) (2.2) 1.9 4.3 

2026 Q2 (0.5) (2.0) 2.1 4.2 

2026 Q3 0.3 (1.5) 2.5 4.2 

2026 Q4 1.1 (0.9) 2.9 4.2 

2027 Q1 1.8 (0.3) 3.0 4.2 

2027 Q2 2.4 0.3 3.1 4.1 

2027 Q3 2.4 0.5 3.1 4.1 

2027 Q4 2.3 0.7 3.0 4.1 
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Thank you.
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