INVESTMENT OUTLOOK

Industrial
Washington, D.C. Metro Area

Fundamentals Approaching Historic Norms;
Hagerstown Masks Largely Balanced Market

Rapid construction decline aids supply-demand rebalancing. After more than 21 million square
feet came to market from 2022 to 2024, openings will fall to just 3.2 million square feet in 2025.
While soft demand will prevent vacancy tightening, this signals a realignment with pre-pandemic
delivery norms and a considerable narrowing of recent disparities between new supply and tenant
demand. With firms such as Amazon, DB Schenker and CertainTeed moving into spaces this
summer and fall, fundamentals may be positioned to achieve balance for the first time since the
health crisis. Slowing construction is proving particularly impactful in Hagerstown, which posted
no notable openings in the three quarters ended in March. Inventory there expanded by nearly

40 percent between 2021 and the second quarter of 2024, leaving over 25 percent of the market’s

vacant inventory in a single submarket. Excluding Hagerstown, vacancy in the metro stood at 7.3

percent in March — just 20 basis points above the national rate — indicating that most submarkets wm=m Completions Net Absorption —— Vacancy Rate
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corridors seeking warehousing and light distribution spaces of pre-1990 vintage.
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slightly below typical pre-pandemic levels, vacancy will edge up to 8.2
percent — the metro’s highest overall rate in a decade.
+2.9% @ RENT: Asking rent growth will improve slightly from 2024’s pace as the
mean marketed rate rises to $13.76 per square foot. The metric will be up Al Pontius
over 56 percent from the 2019 figure. Senior Vice President
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INVESTMENT: The I-66 corridor may draw more attention after local vacancy fell 140 basis ]

points year over year to 2.9 percent in March — the lowest rate of any D.C.

submarket with over 10 million square feet of stock.
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Metro-level employment, vacancy and effective rents are year-end figures and are based on the most up-to-date information available as of December 2023. Effective rent is equal to asking rent less concessions. Average prices and cap rates are a function of
the age, class and geographic area of the properties trading and therefore may not be representative of the market as a whole. Sales data includes transactions valued at $1,000,000 and greater unless otherwise noted. Forecasts for employment and apartment
data are made during the fourth quarter and represent estimates of future performance. No representation, warranty or guarantee, express or implied, may be made as to the accuracy or reliability of the information contained herein. This is not intended to be
a forecast of future events and this is not a guarantee regarding a future event. This is not intended to provide specific investment advice and should not be considered as investment advice.
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