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NATIONAL OVERVIEW
Continued Expansion Despite Cooling Demand

Though no match for the record-setting performance of 2021, the U.S. industrial
real estate market continued to expand in 2022.

Total occupancy increased over 100 MSF for the ninth consecutive quarter
to close out the year. Leasing activity, however, decelerated in the second half,
as deliveries outpaced total net absorption in consecutive quarters for the first
time since pandemic-ridden 2020. Additionally, available sublet space increased
by more than 30% during the second half of 2022.

Investors continued to benefit from demand for new product. Asking rents
increased by 11.2% on average during 2022, achieving double-digit, YoY growth
for the first time while surpassing the $8.00 PSF plateau. Rents rose across the

nation, with 30% of markets recording increases greater than 20% during the year.

Demand appears to be in balance with a slowing development pipeline,

due in part to tighter underwriting standards. While groundbreakings have slowed
overall, a combination of East Coast and Gulf Coast port volumes exceeding West
Coast totals could be an early indication of longer-term demand shift, triggering
added construction starts in these markets, some of which remain underserved.

ELITE 11

ELITE 11 MARKET HIGHLIGHTS

Dallas grew its pipeline by 5.5% in 2022.
Concerns about overbuilding are circulating
as vacancies rise and the region is projected
to expand by another 8.3%.

Accelerated demand in Houston prompted
developers to boost the industrial pipeline,
which is second only to Dallas in planned
inventory growth.

Chicago led the nation in total net
occupancy growth as tenants absorbed
more than 40 MSF in the past 12 months.

Supply constraints in New Jersey and other
areas of the northeast propelled demand in
the Lehigh Valley, which led Elite markets
in YoY net absorption.

Tenacious demand and new construction
has led to tremendous rent growth in
Atlanta, up nearly 40% from year-end 2021.

A scarcity of quality available space is
pressing developers to find creative ways to
add new product in South Florida, where
rent growth exceeded 20% in 2022.

Southern California, the tightest of the
Elite markets, saw asking rents increase by
more than 25% during the past 12 months.

In the past 12 months, 9 of 11 regions
experienced double-digit (%) rent growth.
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TRANSWESTERN LOCATIONS

DEFINITION & METHODOLOGY

Transwestern tracks 11 core and growth markets
across the U.S. that continue to lure global
investors of industrial real estate. These Elite 11
regions are preferred locations for big-box
distribution users and/or areas in high demand
by logistics and manufacturing companies.

Growth indicators for the Elite 11 are based
primarily on rent acceleration, space absorption
and pace of development relative to the size of
each market. The information in this reportis a
compilation of competitive industrial and flex
properties located in select U.S. metropolitan
areas. All rents are reported as triple net.

Lehigh Valley-Central PA includes the Lehigh Valley as well as Northeast and Central Pennsylvania

Northern California includes East Bay/Oakland, Sacramento and San Jose/Silicon Valley

Southern California includes the Inland Empire, Los Angeles, Orange County and San Diego

South Florida includes Miami and Broward County

Washington/Baltimore includes Baltimore, the District of Columbia, Northern Virginia and Suburban Maryland

For further analysis of industrial markets nationwide, view our quarterly National Industrial Market Overview.

The privately held Transwestern companies have been delivering a higher level of personalized service and innovative real estate solutions
since 1978. Through an integrated, customized approach that begins with good ideas, the firm drives value for clients across commercial
real estate services, development, investment management, and opportunistic endeavors for high-net-worth investors. Operating from 33
U.S. offices, Transwestern extends its platform capabilities globally through strategic alliance partners whose unique geographic, cultural,
and business expertise fuels creative solutions. Learn more at transwestern.com and @Transwestern.
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ELITE 11

TRANSWESTERN RESEARCH

In markets across the country, our research
professionals produce sophisticated data
analyses, local market reports and insight
on national trends that helps clients make
informed real estate decisions.

AUTHOR

Matthew Dolly

Research Director | Strategic Accounts
National Industrial Research Leader

matthew.dolly@transwestern.com
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Copyright © 2023 Transwestern. All rights reserved. No part of this work
may be reproduced or distributed to third parties without written
permission of the copyright owner. The information contained in this
report was gathered by Transwestern from CoStar and other primary and
secondary sources believed to be reliable. Transwestern, however, makes
no representation concerning the accuracy or completeness of such
information and expressly disclaims any responsibility for any inaccuracy
contained herein.
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