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Market Highlights

Demand Stays Strong Despite
Macroeconomic Concerns
The data is not yet indicating
any measurable pullback with
year-to-date net absorption
ahead of the first half of 2021.

Vacancy Drops During Quarter
After declining 20 basis points
(bps) since 1Q and 140 bps year
over year, vacancy now stands
at 3.9%—an all-time low.

Construction Slowed by
Material Backlogs

A record 818 msf is under
construction, but supply chain
issues are delaying deliveries.
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Sublease Space Having Minimal
Impact on Market

Availability of sublease space,
which can be a leading indicator of
a downturn, remains exceptionally
low averaging just 0.3%.

Changing Consumption Patterns
Growth in spending on goods,
particularly online, has waned due
to inflation as well as the decline
of the stay-at-home economy.

Advanced Manufacturing
Provides Tailwind for Sector
Onshoring of microchip factories,
EV battery plants to bolster
absorption in years to come.
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Industrial Sector Poised for Resiliency Even as Recession Fears Grow
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Landlords Maintain Leverage as Supply-Demand Imbalance Persists

mmm Deliveries Net Absorption =\/acancy (%)
700 12%

600
10%

500

400 8%

300

200
- I I I I I

(100)

6%

Square Feet, Millions
Vacancy Rate

4%
3.9%

2%

(200) 0%
2005 2006 2007 2008 2009 2010 20M 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
YTD

Source: Savills Research

4 U.S. Industrial Market Update Q2 2022 | savills.us SaV|"S



5

With Coasts Sold Out, Steepest Vacancy Declines Seen Inland

Q2 2022 Vacancy Rate
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Recent Blockbuster Rent Growth Expected to Moderate Going Forward

One Year Asking Rent Growth
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Amid Record New Development, Oversupply Risk Varies by Market

Construction Pipeline: Total SF vs. % of Market Inventory
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Supply Chain Issues Delaying Construction Deliveries

Construction Material Lead Times

900
800 Trade
Precast
700 Steel
Roofing
600 Dock Levelers
% Switchgear
§ 500 Cement Allocations
D
0]
L
o 400
©
>
O
300
200
100

L10¢
L1OF
L1OY

Source: NAIOP, Savills Research

U.S. Industrial Market Update Q2 2022 | savills.us

8LOl

Pre-2021

6-8 weeks

3-6 months

1-2 months
4-6 weeks

2-3 months
1,000-1,500 cy/day
4 .5x/week

8L0¢

8log

8LOPY

6101

June 2022
12-18 months

8-9 months

12-13 months

6-8 months

7-8 months

250-300 cy/day
2-3x week

6lO¢

6lOZ

6LOV

ocol

0coc

mmm Under Construction

The under construction
pipeline is 37% leased.

0cog
Oocov
LCOlL
LcoC
LcOg

LCOPY

=Deliveries (T12)

ccol

(44914

818.6

savills



Industrial Demand is Diverse and Tied to Consumer Economy

Leasing Activity by Industry, Past 5 Years*
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E-commerce companies represent
37.5% of retail leasing

*Includes leases over 100,000 sf
Source: Savills Research

9  U.S. Industrial Market Update Q2 2022 | savills.us

savills



As Consumer Behavior Shifts, Warehouse Inventories Adjust

Personal Consumption Expenditures Retail Inventories to Sales Ratio
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Pandemic Pop Ends, But E-Commerce Outlook Still Positive

Top 10 Countries Ranked by E-Commerce Share of Total Retail Sales
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International comparison
suggests U.S. e-commerce
growth trend still has legs
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Source: eMarketer, U.S. Department of Commerce
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Sublease Space Having Minimal Impact on Market

Available Sublet Space

Sublet Availability (SF)
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High Tech Manufacturing to Bolster Absorption in Coming Years

Recent EV Manufacturing Announcements Advanced Manufacturing Capital Invested
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Thank you

For more articles and research from industrial experts
offering industry-leading advice and analysis, visit our
research and insights hub here.

Gregg Healy Mark Russo

Executive Vice President Senior Director

Head of Industrial Services, North America Head of Industrial Research, North America
ghealy@savills.us mrusso@savills.us

+1949 706 6638 +1 201556 4994

The material in this presentation has been prepared solely for informational purposes and is strictly confidential. Any disclosure, use, copying or circulation of this presentation (or the information contained within it) is strictly

prohibited, unless you have obtained Savills’ prior written consent. Neither this presentation nor any part of it shall form the basis of, or be relied upon in connection with, any offer or transaction, or act as an inducement to o
enter into any contract or commitment whatsoever. NO WARRANTY OR REPRESENTATION, EXPRESS OR IMPLIED, IS GIVEN AS TO THE ACCURACY OR COMPLETENESS OF THE INFORMATION CONTAINED HEREIN AND SaVIHS
SAVILLS IS UNDER NO OBLIGATION TO SUBSEQUENTLY CORRECT IT IN THE EVENT OF ERRORS.
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