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Sector Commentary Investment Themes

Commercial Real Estate

Industrial Real Estate Poised to Outperform

User demand for new locations and modern buildings continues to support price appreciation.

Major users of industrial, warehouse, and logistics properties have adopted new post-COVID strategies to reach consumers, including 
enhancing technology and diversifying supply chain networks. Property developers responded to these secular trends by building new 
product, and even with the new supply, property prices have steadily increased. The increased cost of labor, materials, and debt have 
depressed the level of new construction starts, which we anticipate will continue to bolster property values for the sector.

By Jennifer A. Marler and Karen Karwoski 

 � The growth of e-commerce and focus on supply-chain resiliency 
fueled demand for warehouse and logistics properties. According 
to CBRE, new leasing activity has cooled slightly since the peak in 
2022 but remains well above pre-COVID averages.

 � Technology also played a role, as occupiers demanded new 
properties that can accommodate automation, efficiencies,  
and modern amenities.

 � We expect the threat of new tariffs on materials and the 
potential for further cost increases will continue to weigh on  
new construction, further supporting the value of existing 
properties. It could cost materially more to build the same 
building today than in 2023.

 � We expect demand will remain strong for industrial and 
warehouse properties as companies adopt onshoring and near-
shoring strategies. This trend is creating new emerging industrial 
markets to support new manufacturing and distribution demand.

 � Major retailers such as Amazon have adopted new supply-chain 
strategies, opting for multiple regional networks rather than one 
national network to reach consumers faster and limit supply chain 
dependencies.  

 � A growing factor in site selection is the availability of power  
and water. Both are important, as occupiers bring more energy-
consuming uses into and around the traditional building core  
and shell, such as automation, infrastructure for electric vehicles, 
cooling, and data storage. We expect the growth of artificial 
intelligence and its insatiable appetite for power will drive demand.

80

100

120

140

160

180

200

0m

100m

200m

300m

400m

500m

600m

700m

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
YTD

RC
A 

CP
PI

Construction Starts Demolished Inventory RCA CPPI

Co
ns

tr
uc

tio
n 

St
ar

ts
 / 

De
m

ol
ish

ed
 S

qu
ar

e 
Fe

et

Property Prices Have Increased but New Construction Starts Are Declining

Source: Guggenheim Investments, CoStar, MSCI, RCA. Data as of 12.31.2024. CPPI = Commercial Property Price Indexes.

Even with new supply, property prices 
have steadily increased. Now that  
new construction starts have fallen,  
we expect continued support for 
property values.
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This material is distributed or presented for informational or educational purposes only and should not be considered a recommendation of any particular security, strategy or investment product, or as 
investing advice of any kind. This material is not provided in a fiduciary capacity, may not be relied upon for or in connection with the making of investment decisions, and does not constitute a solicitation 
of an offer to buy or sell securities. The content contained herein is not intended to be and should not be construed as legal or tax advice and/or a legal opinion. Always consult a financial, tax and/or legal 
professional regarding your specific situation.

This material contains opinions of the authors, but not necessarily those of Guggenheim Partners, LLC or its subsidiaries. The opinions contained herein are subject to change without notice. Forward-
looking statements, estimates, and certain information contained herein are based upon proprietary and non-proprietary research and other sources. Information contained herein has been obtained 
from sources believed to be reliable but are not assured as to accuracy. Past performance is not indicative of future results. There is neither representation nor warranty as to the current accuracy of, nor 
liability for, decisions based on such information.

Investing involves risk, including the possible loss of principal. In general, the value of a fixed-income security falls when interest rates rise and rises when interest rates fall. Longer term bonds are 
more sensitive to interest rate changes and subject to greater volatility than those with shorter maturities. During periods of declining rates, the interest rates on floating rate securities generally reset 
downward and their value is unlikely to rise to the same extent as comparable fixed rate securities. High yield and unrated debt securities are at a greater risk of default than investment grade bonds 
and may be less liquid, which may increase volatility. Investors in asset-backed securities, including mortgage-backed securities and collateralized loan obligations (“CLOs”), generally receive payments 
that are part interest and part return of principal. These payments may vary based on the rate loans are repaid. Some asset-backed securities may have structures that make their reaction to interest 
rates and other factors difficult to predict, making their prices volatile and they are subject to liquidity and valuation risk. CLOs bear similar risks to investing in loans directly, such as credit, interest rate, 
counterparty, prepayment, liquidity, and valuation risks. Loans are often below investment grade, may be unrated, and typically offer a fixed or floating interest rate.

Guggenheim Investments represents the following affiliated investment management businesses of Guggenheim Partners, LLC: Guggenheim Partners Investment Management, LLC, Security Investors, 
LLC, Guggenheim Funds Distributors, LLC, Guggenheim Funds Investment Advisors, LLC, Guggenheim Corporate Funding, LLC, Guggenheim Wealth Solutions, LLC, Guggenheim Partners Europe Limited, 
Guggenheim Partners Japan Limited, GS GAMMA Advisors, LLC, and Guggenheim Private Investments, LLC.
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