ndustrial's 1st Quarter Performance

In 1Q26, the industrial sector’s vacancy rate held steady at 7.5%, the same rate as the
previous quarter and .5% higher than a year earlier.’ Consistent with recent history,
vacancy was lower in the small bay segment (less than 6%) than for properties between
100,000 sf and 500,000 sf (approximately 10%). There was also little change to asking
rents as they declined just slightly from $12.12 psf in 4Q25 to $12.11 psf in 1Q26. While
rents were largely unchanged QoQ, they did increase by 1.25% YoY. Pandemic-era rent
growth is still generating meaningful rent increases for some property owners as units
are renewed or turnover; however, rent data also indicates that tenants—particularly
those in larger warehouses—have gained negotiating leverage from the new supply
wave that peaked in 2023.

After averaging 56 million sf from 2015 to 2020, quarterly net deliveries nearly doubled
to 101 million sf from 2021 through 2023. Deliveries began declining in 2024 and the
slowdown has continued in 2026 as net deliveries fell by 37% QoQ from 76 million sf in
4Q25 to 48 million sf in 1Q26. Today’s fewer deliveries were foretold by declining
construction starts over the past few years. After peaking at 174 million sf in 3Q22,
construction starts have fallen nearly every quarter since and declined from 66 million sf
in 4Q25 to 50 million sf in 1Q26. There is now roughly 334 million sf of industrial product
under construction, representing less than half of the 669 million sf that was under
construction in 3Q22. Fewer deliveries and less inventory growth should result in more
negotiating power for property owners after new supply has been absorbed.

While the U.S. economy remains strong, challenges in the industrial sector include
ongoing trade uncertainty and the conflict in the Middle East. Regarding trade
uncertainty, the Supreme Court ruled in February that many of the tariffs that were
implemented by the Trump administration in 2025 were unlawful. The administration
responded by imposing a 10% global tariff on imports for up to 150 days. These events
have made it challenging for manufacturing companies, shipping firms, retailers and
other entities connected to industrial properties to plan for the future. Additionally,
shipping disruptions in the Strait of Hormuz have caused oil and gas prices to rise,
generating inflation worries and raising concerns that higher energy costs could dampen
the demand for goods and adversely affect logistics properties.
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Endnotes

1. CoStar Group. (2026). U.S. Industrial National Report. https://www.costar.com/

Disclosures

ABR Capital Partners (“ABR’) is an independent real estate investment manager specializing in core-plus, value-add, and opportunistic
investments in the middle market. ABR takes a focused yet flexible approach regarding market, property type, and capital structure, with
the goal of achieving attractive risk-adjusted returns at both the asset and portfolio levels. This report is for informational purposes only and
does not constitute an offer to buy or sell any securities or investments. Visit abrcapital.com for more information.

The information in this report has been obtained from sources believed to be reliable. While every effort has been made to ensure accuracy
and completeness, ABR makes no representation, warranty, or guarantee, express or implied, regarding its reliability. This report does not
constitute a forecast of future events or a guarantee of future outcomes.

Past performance is not indicative of future results, and all investments carry risks, including potential loss of principal. Any references to
investment strategies or market opportunities are for illustrative purposes only and should not be construed as specific investment advice.
Readers should consult with their own financial, legal, and tax advisors before making any investment decisions.
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