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Executive Summary

Volatility has become the defining theme of today's industrial real
estate market.

Global trade policy shifts, rising construction costs, and evolving
supply chain strategies are transforming how industrial facilities are
built, leased, and operated. Tariffs on imported construction materials
have pushed costs up nearly 10% year-over-year, while total project
outlays have increased by 4.6%, according to GlobeSt.com.

Yet these challenges are not evenly distributed. Some markets are
softening under speculative supply, while others remain extremely
tight. For industrial occupiers — manufacturers, logistics operators,
distributors, and e-commerce companies — success now depends on
agility, foresight, and strategy.

AAA Commercial Real Estate™ - a framework | came up with, built on
three principles that define market leadership:

e Adaptability : The ability to pivot strategy, sourcing, or facility design
as costs and regulations change.

e Agility : The capacity to act early, negotiate proactively, and move
faster than competitors.

e Advantage : The result of informed, tenant-focused planning that
drives cost efficiency and operational resilience.

This white paper explores how industrial occupiers can thrive in
today's uncertain market — from cost volatility and supply chain
disruption to reshoring, sustainability, and technology — and why
partnering with a tenant-only representative is the key to turning
market challenges into opportunities.
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It means less
predictability, longer
timelines, and the
need for a more
strategic approach to
site selection and
lease negotiation.

1 The New Reality:
Costs, Complexity, and Change

Over the past 24 months, the industrial real estate landscape has shifted
dramatically.

Federal tariffs have raised the cost of imported construction materials like
steel, aluminum, and mechanical systems. Labor shortages have increased
wages. Financing has become more expensive. Together, these factors are
reshaping the costs of projects and influencing every stage of the industrial
real estate life cycle.

For occupiers, this means more than higher rents. It means less
predictability, longer timelines, and the need for a more strategic approach
to site selection and lease negotiation.

The ripple effect touches every decision:

e Developers are repricing projects to maintain margins.

e Investors are reassessing risks and focusing on pre-leased or
build-to-suit assets.

e Tenants are navigating delayed deliveries, fewer concessions, and new
pricing realities.

In short, the era of predictable industrial leasing is over. Success now
depends on how effectively tenants adapt.
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) Developers and Investors:
InNnovation Under Pressure

While this white paper focuses primarily on industrial occupiers, it's
For tenants, prefab hile this white paper f primarily on industrial piers, i

: essential to understand how developers and investors are responding to
mcrease; the Cha nees today's volatility, as their actions shape tenant outcomes.
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Prefabrication and Modular Construction

Developers are increasingly adapting and adopting prefabricated
systems to reduce the risk of material price swings and to accelerate
construction. According to an article published in March of 2025 by the
CADD CENTRE, “It is preferable over onsite construction because it
guarantees the stability, affordability, and environmental performance
of the buildings.”

For tenants, prefab increases the chances of an earlier delivery and more
predictable schedules - a crucial advantage when supply chain timing is
tight.

Local and Alternative Sourcing

Rising tariffs have pushed developers to rely more on domestic
manufacturers and regional suppliers. While local sourcing can cost
more upfront, it provides reliability and resilience - a growing priority for
both investors and tenants seeking sustainable occupancy.

Capital Shifts

Investors are pivoting from speculative developments to core and
build-to-suit projects anchored by creditworthy tenants. ESG
performance and long-term resilience have become key underwriting
factors.

This means developers are becoming more selective, prioritizing tenants
who can demonstrate operational strength, stable demand, and
environmental responsibility
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3 Market Differences:
All Regions Are Not the Same

Aski Nng rents, once While the national industrial narrative centers on construction costs and
limi ly, local k iti ically.
among the fastest imited supply, local market conditions vary dramatically

g rovving N the nation,  Some markets, like the Inland Empire or Dallas-Fort Worth, remain near

have declined 0.7% full occupancy with steady rent growth. Others, like Seattle, are seeing
) ) ith the pendulum swing in the opposite direction — creating new

yea.r Qver year, Wlt opportunities for tenants who act strategically.

|OgIStICS properties

down 1.3% - the first Seattle: A Case Study in Market Rebalancing

drop since 2010. According to CoStar’s October 2025 Seattle Industrial Market Report, demand
across the Puget Sound has cooled after years of rapid expansion.
Availability for logistics space has climbed to 11.8%, marking the second
consecutive year of double-digit availability.

This increase is driven by speculative construction and a rise in sublease
listings. Occupiers are trending toward being more cautious rather than
assertive in their leasing behavior. Asking rents, once among the fastest
growing in the nation, have declined 0.7% year-over-year, with logistics
properties down 1.3% — the first drop since 2010.

Sublet spaces are exerting downward pressure, with rents averaging
about 25% below direct listings. Meanwhile, nearly all space under
construction — almost 100% as of Q3 2025 — remains available.

In short, Seattle is transitioning from a landlord’s market to a tenant'’s
market, at least temporarily. Occupiers who act decisively today can
secure quality space with favorable rates and terms. CoStar has
forecasted that it will be approximately two years before the market
stabilizes in Seattle.

This example underscores a key point: there is no single industrial
market trend. Conditions differ by region, product type, and
development cycle. The most successful occupiers leverage data and
representation to interpret these nuances before they make strategic
moves.
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A Occupiers in Focus:
Rising Costs and Shifting Leverage

IN t]g ht ma rkets, For most industrial tenants, construction inflation remains the most
visible challenge. Developers are passing through higher costs in the
landlords can absorb form of:

these shifts with little
resistance. However, in
markets like Seattle,

tenants are regaining
leve rage — at least In tight markets, landlords can absorb these shifts with little resistance.
However, in markets like Seattle, tenants are regaining leverage — at
least temporarily.

e |ncreased base rents to offset material and labor inflation.
e Reduced Tl allowances, limiting flexibility for buildout.
e Tighter concessions and shorter free rent periods.

temporarily.

The key for occupiers is timing. Acting too late means competing for
limited space, which can also be detrimental for tenants considering
renewing their lease. Acting too early, without fully transparent data or
guidance, risks overpaying in a market that is softening.

This balance requires a customized strategy and the kind of advocacy
that only a tenant-only broker and firm can deliver.
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5 The Supply Chain:

From Disruption to Design

A well —positioned Supply chain strategy is now inseparable from real estate strategy.

facility can offset rent Reshoring and Nearshoring

Iﬂﬂathh through The push to reshore manufacturing and distribution is reshaping

operatlonal savings. industrial demand. Companies are seeking sites closer to end users to
reduce transportation costs, improve delivery reliability, and gain more
control of their operations, according to an article published by the
Trammel Crow Company.

As reshoring accelerates, demand is spreading into secondary markets,
driven by the availability of labor, infrastructure, and energy. These
emerging locations — often near ports, rail hubs, or interstates — offer
cost savings and speed advantages.

Resilience and Redundancy

Modern occupiers are designing networks with redundant facilities
across regions, ensuring that disruptions in one location do not hinder
operations. This flexibility can require a mix of leased and owned
facilities — another reason why early, strategic planning is critical.

Real Estate as a Supply Chain Lever

Industrial space is no longer just a cost center — it's a tool for supply
chain optimization.

Location decisions influence transportation spend, including labor
efficiency and sustainability outcomes. A well-positioned facility can
offset rent inflation through operational savings.
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Fol 6 Automation and the
Modern Industrial Facility

| et's face it - Technology is transforming the industrial footprint faster than any

automation is previous real estate trend.

essential. It is no Automation and Robotics
|Onger Optiona |, and Let's face it — automation is essential. It is no longer optional, and it's
it's not going away. not going away.

Labor shortages and rising wages are accelerating investment in
robotics, AS/RS systems, and autonomous vehicles. These systems
require higher ceiling clearances, more substantial floor loads, and
increased power capacity. Thanks (or maybe not) for leading the way,
Amazon...

Digital Infrastructure

Facilities need high-speed fiber, 10T sensors, and integrated control
systems that enable predictive maintenance and efficiency tracking.

Design for the Future

As automation expands, flexibility in building design becomes critical.
Tenants need to plan for upgrades in power, equipment layout, and
sustainability systems.

A tenant-only broker ensures these technical needs are negotiated with

the landlord and incorporated into the lease, preventing expensive
retrofits later.
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ESG and Sustainability:
'/ The New Standard for Industrial
Excellence

At Mohr Partners, we
help clients quantify
sustainability benefits
and ensure their real
estate strategies align
with corporate values
and bottom-line
performance

Sustainability is no longer a differentiator — it's a business requirement.
Energy Efficiency and Carbon Reduction

Industrial facilities are adopting solar arrays, LED lighting, and advanced
HVAC systems to cut energy use. Many developers are now designing to
LEED or BREEAM standards, which improve efficiency and attract
ESG-conscious tenants, according to PropertyWire.com.

Sustainable Materials and Construction

Local sourcing and prefabrication not only mitigate tariff risk but also
reduce embodied carbon — helping tenants meet corporate ESG goals.

Corporate Accountability

Investors and occupiers alike face increasing pressure to disclose
emissions and environmental impacts. As a result, real estate is making
ESG-aligned facilities more valuable and resilient to regulatory changes.

At Mohr Partners, we help clients quantify sustainability benefits and
ensure their real estate strategies align with corporate values and
bottom-line performance.
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nE! Q The AAA Commercial Real
Estate™ Framework

Amid complexity and Amid complexity and uncertainty, industrial occupiers can create stability

through the basis of AAA Commercial Real Estate™ — Adaptability,

uncertainty, industrial Agilty, and Advantage.

occupiers can create N
stability through the Adaptability

. The only guarantee in life is change. Market conditions, cost structures,
basis of AAA e &

and business models evolve quickly. Adaptable tenants:

Commercial Real . , ,
e Evaluate market trends, multiple locations, ownership groups, and

™
Estate _ . potential scenarios (lease vs buy, sale/leaseback).
Adaptability, Agility, e Create flexible lease terms, along with your space design.
and Adva ntage. ° Aligr]. your real estate strategy with supply chain and technology
decisions.
Adaptability provides foresight in unpredictable times.
Agility
Timing is leverage.
e Tenants who act early — 18 to 24 months before lease expiration —
gain options that reactive tenants lose.
e Tenants who wait too long will lose leverage, and they will pay the price
for it...Literally.
e Agility means using data, benchmarking, and local market expertise to
anticipate shifts before they become headlines.
Advantage
Advantage is the result of adaptability and agility combined — lower total
occupancy cost, faster project delivery, and better operational
performance.
Occupiers who apply AAA principles don't just survive market swings;
they lead through them.
MOHR
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Oz 9 The Case for Tenant-Only
> Representation

Industrial occu piers In volatile times, neutrality is power.

deserve the same - Landlords and developers have expert representation. Industrial

an advocate whose occupiers deserve the same — an advocate whose only obligation is to
only obligation is to the tenant's best interests.
the tenant’s best

Why It Matters

INnterests. Tenant-only representation means:

e No conflicts of interest. You do not have to be concerned with any
hidden agendas.

e Comprehensive market intelligence. Complete transparency about
market conditions, opportunities, and real-time data across
submarkets and asset classes.

e Strategic negotiation. Advocate exclusively for the tenant's interest.
Terms are optimized for flexibility, cost, and risk mitigation — not just
rent.

e We only represent one side of the market. Zero pressure in
maintaining relationships with landlords.

At Mohr Partners, our success in only representing tenants and
occupiers solely depends on the outcomes we achieve for our clients.
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10 Turning Volatility into
Opportunity

i Uncertainty isn't new. What's new is how quickly it moves and how
ccuplers wno

adopt AAA directly it impacts business performance.
Commercial Real Tariffs, inflation, and shifting demand have rewritten the industrial
Estate™ principles playbook. But for tenants who think ahead, this moment presents more
o Adaptability opportunity than risk.
Aglllty’ and Occupiers who adopt AAA Commercial Real Estate™ principles —
Adva Nntage — and Adaptability, Agility, and Advantage — and partner with a tenant-only
partner with a advisor can transform volatility into value.

tenant-on ly advisor If you are curious about the efficacy of your real estate strategy and/or

can transform how to improve your occupancy costs, please reach out to me or another
Mohr Partners team member for a complimentary consultation.

Source: [GlobeSt.com, “Tariffs Trigger Higher Construction Costs for Industrial Real Estate,” October 7, 2025]

Source: [CADD CENTRE, “Prefabrication Technology: Transforming the Construction Industry,” March 20, 2025]
Source: [CoStar, “Seattle Industrial Market Report,” October 6, 2025]

Source: [Trammel Crow Company, “Real Estate Development in 2025: Supply Chain Reconfiguration,” March 19, 2025]

Source: [PropertyWire.com, “The Green Revolution in Real Estate: How Sustainability is Reshaping the Industry in 2025,” February 10, 2025]
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