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Executive Summary

Vacancy in the U.S. industrial sector has hit a decade high, driven by oversupply

and slowing demand, especially in mid-size logistics properties. Rent growth

remains slightly positive year-over-year, but leasing activity has slowed and sublet
opportunities are on the rise. Small-bay industrial assets continue to perform well due
to limited new development and sustained demand. Vacancy could peak near 9% and
trigger the first major rent decline since the Great Recession.
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The U.S. industrial real estate market saw leasing activity
rise in early 2025. Despite stronger demand, vacancy
climbed to 7.5% as new listings and supply outpaced
absorption, particularly among larger logistics buildings.
If trade uncertainty and inflation persist, vacancy could
peak around 9% before year end.

Leasing Activity

New Builds

The U.S. industrial market is approaching the end of a
record-making development phase. Quarterly net supply
additions are projected to fall below the pre-pandemic
three-year average by mid-2025. This trend will continue
into 2026, when new deliveries are expected to hit an
11-year low.
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Rent

U.S. industrial rent growth has slowed to 1.3% as vacancy
rises and tenant leverage increases, especially in large
logistics buildings. To secure leases, landlords are offering
more concessions, including months of free rent and
generous tenant improvement packages.

Labor & Economy

The U.S. economy regained momentum in Q3 2025,

with GDP growth revised to 3.8% on stronger consumer
spending and Al-driven investment. However, continued
uncertainty toward tariffs and rising unemployment rates
dampened sentiment. Inflation held steady, while fiscal
stimulus expected in 2026 may support future growth.
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Leasing Outlook

U.S. industrial leasing surged in early 2025, especially in the Midwest and South, ahead of tariff hikes. However, new supply
outpaced demand, pushing availability to 9.7% and vacancy to 7.5%. Larger logistics buildings saw the sharpest vacancy rise,
while smaller spaces remained tight and leased quickly. Tariff uncertainty is now weighing on distribution expansion.

Vacancy
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Metrics from Select Metros

Denver, CO
A: 0.3M SF

V:8.5%
R: $11.58 PSF

Dallas/Fort Worth, TX
A: 22M SF

V:9.1%
R: $10.01 PSF

Key

A: 1-year Absorption

V: Vacancy
R: Rent
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Chicago, IL
A: 2.6M SF
V:5.9%

R: $9.59 PSF

Louisville, KY
A: 2M SF

V: 5.4%

R: $7.19 PSF
Memphis, TN
A: -6.5M SF

V:9.5%
R: $5.57 PSF

Birmingham, AL

A: 0.9M SF
V:4.4%

R: $8.03 PSF
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United States

Detroit, Ml
A: -3.9M SF
V:4.9%

R: $8.86 PSF

Philadelphia, PA
A:-2.1M SF

V: 9.4%
R: $11.67 PSF
Charlotte, NC

A: 3.7M SF
V:10.2%
R: $9.72 PSF

Charleston, SC

A: -0.7M SF
V:15.4%
R: $10.59 PSF

Atlanta, GA

A: -3.5 M SF
V:8.7%

Columbus, OH
A: 8.2M SF
V: 7.3%
R: $8.13 PSF

R: $9.72 PSF
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Construction & Deliveries

The U.S. industrial market is approaching the end of an unprecedented development boom. By late 2025, quarterly net
supply additions are projected to dip below pre-pandemic levels, reaching their lowest point in over a decade by 2026.
This slowdown follows two years of declining construction starts, largely due to softer tenant demand and rising exit cap
rates. While most markets are cooling, some Sunbelt and Midwest metros — such as Phoenix and Indianapolis — may still
experience tight availability, which could pose challenges for tenants seeking space.

National Metrics Top Metros Under Construction
Dallas Fort-Worth, TX Austin, TX
35.5M SF 16.8M SF
Houston, TX Atlanta, GA
23.2M SF 16.4M SF
310.2M SF | 269M SF | 248.7M SF
Phoenix, AZ Washington, DC
Under 12-Month Historical 20.9M SF 15M SF
Construction Delivered Average

Cost of Materials

In Q3 2025, construction material costs continued to shape overall building expenses, with notable differences across
categories. The Producer Price Index (PPI) for steel mill products rose sharply by 13.1% year-over-year, indicating tightening
supply and increased demand. Lumber prices increased by 2.8%, reflecting a modest rebound likely driven by seasonal
construction activity and stabilized supply chains. Meanwhile, ready-mixed concrete saw an increase of 1.7%, consistent with
steady demand from infrastructure and public-sector projects.
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Economy

The U.S. economy showed renewed strength in Q3 2025, led by resilient consumer spending and rising Al-related business
investment. Revised data revealed stronger-than-expected activity, despite softening sentiment amid policy uncertainty and
tariff concerns. GDP rose 3.8% in Q2, reversing a mild contraction in Q1. Inflation remains above target but stable, with core
prices holding steady. While labor market data weakened, the outlook remains cautiously optimistic heading into 2026.
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REALPOINT

Plante Moran Realpoint offers unbiased advocacy for companies looking to lease, buy, build, invest, or develop a real estate
strategy that will align their company goals and real estate. Learn more at pmrealpoint.com/industrial.

TRANSACTION OWNER'S REAL ESTATE
MANAGEMENT REPRESENTATION CONSULTING

Contact us

To learn more about your real estate market or to discuss your company’s real estate needs, contact us today.

Adam R. Burgess

Adam.Burgess@plantemoran.com

‘ .,’\b (248) 375-7863

Tony Sorgi
Tony.Sorgi@plantemoran.com
(248) 603-5380
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Information contained in this report is provided, in part, from third-party sources, including the U.S. Bureau of Labor Statistics, the Bureau of Economic Analysis, Engineering News-Record, and
CoStar Group. Even though obtained from sources deemed reliable, no warranty or representation, expressed or implied, is made as to the accuracy of the information herein.
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