INDUSTRIAL

INDUSTRIAL BY THE NUMBERS

e The manufacturing capitalization rate average increased
from 8.53% to 9.12%.

¢ The office/warehouse cap rate average also rose from last
year's 7.99% to this year’s average of 8.71%.

e R&D cap rates continue the upward trend with this year’s
average of 8.98%, up from last year's 8.42%.

» The bulk property class also saw a jump in cap rates from last
year’s 7.99% to this year's 8.71%.

e The relative ranking of bulk and office/warehouse cap rates
improved, while manufacturing and R&D rankings were

unchanged.

* Though the outlook for cap and discount rate movement is

notably pessimistic for the second straight year, survey
participants indicated that industrial property types are
slightly more stable than other real estate classes.

Vacancy rates jumped from 8.57% to 10.17%. Notably,
projected annual absorption for 2010 - 2012 decreased 41%
from 86 million square feet per year to 51 million square feet

per year.

Also, development in the pipeline has seen a decrease. Last
year, 325 million square feet were in the pipeline, as compared
to this year’s 197 million square feet.

QUICK MARKET GLANCE

In last year’s review and projection of industrial property
market health, we focused on the historically low U.S.
consumer demand and its impact on demand for industrial
space. One year later, we observe that consumer demand
remains a primary concern for industrial sectors. In February of
2009, the U.S. Consumer Demand Index (CDI) reached a
historic low. While the second and third quarters of 2009
sparked hope that consumer confidence and spending would
return thanks to such nationwide stimulus programs as “cash-for-
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