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In the September 2025 issue of the Industrial Watch magazine, 

TAG expressed doubts that tariffs would cause a resurgence 

in U.S. manufacturing. Instead, TAG focused on the tariffs’ 

impact on the dollar’s exchange value, stating in the magazine, 

“Assuming the dollar experiences a prolonged decline this time 

around, many goods produced in the U.S. will become less 

affordable to Americans but more affordable to foreigners, 

which in turn boosts exports and improves the underlying 

value of export-related properties.” While the duties levied by 

the current administration have only been in full effect since 

the start of August last year, these predictions appear to be 

coming to fruition. Therefore, TAG expects to see export-

related markets and specialized properties emerge as the top 

performers in the industrial market.
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Aside from the argument that tariffs may not fully address 
the underlying factors contributing to America’s industrial 
trends over the last four decades, TAG previously questioned 
the effectiveness of the duties simply because domestic 
manufacturing is heavily dependent upon imports. While it 
is easily recognizable that the U.S. retail industry is reliant 
on foreign-made goods, surprisingly, roughly 60 percent 
of total imports last year were composed of industrial 
supplies, capital goods, agricultural intermediate goods, 
and automotive parts/engines. In many cases, tariffs 
increased the cost of production for domestic producers 
who rely on imports. For example, Allen Engineering 
Corporation, located in Arkansas, relies heavily on imported 
parts and engines to assemble industrial equipment used 
to install, finish, and pave concrete. The owner, Jay Allen, 
stated that the company recorded a loss in 2025 primarily due to the tariffs. Consequently, Allen reluctantly reduced his workforce from a 
peak of 205 employees to 140 and increased his prices from 8 to 10 percent in order to offset the tariffs (Boak, 2026).

While the hope was for a manufacturing 
rebound in 2025, the industry continued to face 
ongoing challenges. Following the pandemic 
recovery, manufacturing employment peaked 
at 12.9 million workers in January 2023. Since 
then, manufacturing employment has broken 
below pre-pandemic levels, steadily declining 
by -330,000 workers to 12.6 million through 
February 2026 (including a loss of -120,000 since 
President Trump resumed office). Manufacturing 
has yet to show a sustained turnaround; adjusted 
for the Consumer Price Index, real output stood at 
$6.2 trillion as of Q3 2025 on an annualized basis, 
down -8.4 percent from its pandemic recovery 

high set in Q2 2022. Based on the widely recognized Manufacturing Purchasing Managers’ Index (PMI) Report, manufacturing activity 
(which declined for 26 straight months going into 2025) only expanded twice last year during January and February, finishing the year with 
10 straight months of contraction (PR Newswire, 2026).     
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By increasing the cost of imports, the tariffs were intended to reshore American manufacturing and give a boost to domestic producers. 
To the credit of the administration, the added protection from foreign competition has produced some signs of progress. For example, in 
February, Apple announced that it would start manufacturing the Mac mini computer in the U.S. for the first time at its expanding Houston 
facility by late 2026 (Kaye, 2026). With regard to an entire industry, the 25 and 50 percent tariff rates on imported steel did provide a 
marginal increase to domestic steel production as output expanded by 3.4 percent last year (Taylor, 2026). However, the recent Supreme 
Court decision that overturned Trump’s reciprocal tariffs announced on “Liberation Day” may give some companies considering reshoring 
manufacturing activities a reason to pause. Given the administration’s response, invoking provisions of the 1974 Trade Act to validate 
alternative duties, there is a lot of uncertainty surrounding tariffs. What can be determined thus far is that the tariffs have not yet led to 
an increase in domestic manufacturing overall and could be having the unintended reverse effect.

SECTION I
MANUFACTURING NONSURGENCE

“Trump may not succeed in rebuilding America’s manufacturing industry,
but he will likely be successful in reducing the nation’s trade deficits.”

					                                                                  – Industrial Watch Magazine, September 2025 

As tariffs continue to percolate throughout the economy, self-reliant domestic manufacturers will theoretically start to separate themselves 
from the pack. Though determining who these companies are is the tricky part. Producers who do not rely on foreign-made supplies but 
on foreign demand and largely avoid the impact of tariffs will ideally emerge as top performers. Given that manufacturing often requires 
specialized facilities that cannot easily be duplicated, industrial investors have an untapped opportunity to trade out of import-related 
properties that dominate the market in exchange for these export-related properties that are in short supply.   

MANUFACTURING EMPLOYMENT

Seasonally Adjusted, Through Feb 2026 Source: FRED

Th
ou

sa
nd

s 
of

 E
m

pl
oy

ee
s

REAL MANUFACTURING OUTPUT

Seasonally Adjusted, Annualized Rate Source: FRED

Bi
lli

on
s 

of
 2

02
1 

$



MARKET REPORT - 3

-$15

-$5

$5

$15

$25

$35

$45

$55

$65

$75

$85

Tariffs Go into 
Full Effect 

Tariff 
Frontloading 

Prior to Trump’s Liberation Day announcement, 
the president’s key economic advisors forecasted 
that tariffs would increase the dollar’s exchange 
value. In an interview with Tucker Carlson that 
premiered last April, Secretary of the Treasury 
Scott Bessent predicted that a 10 percent tariff 
rate would cause the dollar to appreciate by 4 
percent against foreign currencies as the supply 
of dollars leaving the U.S. shrank (Treasury, 
2025). Since then, tariff rates have exceeded 
that level, but the dollar unintentionally moved 
in the opposite direction. During H1 2025, the 
commonly cited U.S. Dollar Index (measuring 
the dollar’s exchange value against six key 
currencies) experienced its biggest half-year sell-
off since H2 1991, dropping nearly 11 percent 
(Wearden, 2025). 

Most of the tariffs went into full effect on August 1st, but the dollar failed to make a comeback and finished the year down more than 9 
percent (MarketWatch). In 2007, the Federal Reserve established the Nominal Broad U.S. Dollar Index to measure the dollar’s exchange 
rate against 26 of the nation’s top trading partners, notably China, which is not included in the more commonly referenced index. Last year, 
the Nominal Broad Index declined by over -7 percent, nearly matching the record low set during the inception year.    

The dollar’s decline only compounds the impact of tariffs on prices. However, while the administration is restricted by public approval 
and the Supreme Court on the type and size of tariffs it can levy, which creates a ceiling on tariff rates, there is no floor on how low the 
dollar can theoretically fall. The value of the dollar is not only determined by the money supply (driven by federal budget deficits), but 
also by the demand for dollars. And unlike supply, demand can be unpredictably fickle, strong one day and weak the next. Assuming the 
dollar continues its descent, foreign currencies may gain purchasing power, allowing foreign buyers to become more competitive for the 
products manufactured domestically. Theoretically, domestic producers who already have a strong global demand for their products will 
excel, along with the specialized industrial properties they depend on.      
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TARIFFS & THE DOLLAR

IMPORTS DOWN, EXPORTS UP
When the president began to levy duties on 
imports, the goal was to reduce America’s 
trade deficits by igniting a boom in domestic 
manufacturing. In theory, reshoring operations 
previously overseas and expanding existing 
domestic production would replace imports 
and increase exports. While the nation’s trade 
deficits have indeed narrowed, it appears to be 
influenced more by the impact of tariffs and the 
sustained decline in the dollar’s exchange value. 

During Q1 2025, imports leaped by $193.1 
billion year-over-year (representing a 26 percent 
annual increase) as companies “frontloaded” the 
impending tariffs. The moment the tariffs went 
into full effect in August, a notable shift occurred. 
From August 2025 through January 2026, 
merchandise imports collectively declined by $118.6 billion (-6.8 percent) compared to the same period a year earlier. Although demand 
for big-box warehouse space held up last year, a continuous fall in imports will eventually lessen the need for logistics and distribution. 
The wave of bankruptcies hitting the trucking industry at the start of 2026 may be a precursor for big-box warehouses and industrial 
outdoor storage (IOS) properties that heavily depend on imports.    

SUPPLY VS. DEMAND FOR DOLLARS

End of Year Source: FRED
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While imports were slowing, exports were busy picking up the slack, rising 
$82.8 billion (8.0 percent) from August 2025 through January 2026 annually. 
For all of 2025, merchandise exports were up $123.5 billion, but the leading 
reason may come as a surprise. Precious metals, particularly gold bars and 
coins (including numismatic), accounted for 48.4 percent of the increase in 
U.S. exports last year. Since the start of 2025, gold has lived in the headlines as 
record demand (primarily from China) drove up prices by 100 percent to over 
$5,200 an ounce as of February this year, notching the biggest move since the 
historic rally from 1979 to 1980. Since East Asia is willing and able to pay more 
for gold than the West, Asians have leveraged their increased purchasing power 
to outbid Americans for the gold produced and stored in the U.S. Although the 
export of key commodities like oil trended lower in 2025, gold may be a sign 
of things to come.

Hitherto, “de-dollarization” has been orderly, but due to geopolitical tensions, 
there are signs of increased pressure on the dollar globally. Consequently, 
globally traded commodities (priced in dollars) continue to rise across 
the board. At the end of January 2026, the CRB Commodity Index (a price 
composite of 19 core raw materials) topped 405, the highest level since July 
2008, when commodities peaked at the end of a multi-year dollar sell-off. This 
presents challenges for U.S. consumers while potentially benefiting domestic 
producers (and their specialized industrial properties) that provide globally 
traded commodities and other finished products.    

GEOPOLITICAL TENSIONS 
The deindustrialization of the U.S. economy has diminished the nation’s impact on international trade. For this economic reason alone, the 
dollar’s use as a global medium of exchange and reserve asset has slowly receded since the turn of the century. While estimates vary, the 
dollar’s share of global central bank reserves has dwindled from 59 percent in 2000 to 47 percent in 2024 as other currencies, including 
the Chinese yuan, gained some ground. However, the dollar’s decline has accelerated in recent years, partly due to geopolitical reasons. 
When the U.S. cut Russia’s access to its own dollars for invading Ukraine in 2022, global central banks responded by accumulating the 
most gold on record that year. As previously discussed, the tariffs surrounding Liberation Day last year coincided with a historic drop in 
the dollar’s exchange value, along with another big year for central bank gold purchases. Given that central banks historically invest most 
of their dollar holdings in U.S. Treasuries (which plays a pivotal role in keeping interest rates low in the U.S.), it is noteworthy that for 
the first time in 30 years, gold surpassed Treasuries among central bank holdings in 2025. 

2025 Top 10 Exports
Year-Over-Year Change

1  Nonmonetary gold $49,683
2  Finished metal shapes $19,642
3  Natural gas $19,319
4  Computers $16,701
5  Other goods $16,453
6  Civilian aircraft $15,657
7  Computer accessories $15,609
8  Civilian aircraft engines $12,623
9  Pharmaceutical preparations $12,158

10  Precious metals, other $9,411
 Millions of $. Source: U.S. Census Bureau

2025 Bottom 10 Exports
Year-Over-Year Change

1  Plastic materials -$2,190
2  Other automotive parts and accessories -$2,383
3  Metallurgical grade coal -$3,097
4  Other petroleum products -$3,556
5  Fuel oil -$4,668
6  Gem diamonds -$4,886
7  Trucks, buses and special purpose -$5,849
8  Passenger cars -$6,859
9  Soybeans -$8,286

10  Crude oil -$18,836
 Millions of $. Source: U.S. Census Bureau

SHARE OF GLOBAL CENTRAL BANK RESERVES
2000

Source: CNBC

Other CurrenciesGold EuroU.S. Dollar

SHARE OF GLOBAL CENTRAL BANK RESERVES
2024

Source: CNBC

Other CurrenciesGold EuroU.S. Dollar
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Setting aside politics, it must be acknowledged that the decisions 
made by the current administration are negatively impacting the 
dollar’s position as the world’s reserve currency. In January, Trump 
ordered the capture of President Nicolas Maduro of Venezuela for 
crimes related to drug trafficking. The president then made threats 
to overtake Greenland and levy additional tariffs on goods coming 
from any European nation that opposes the seizure. The U.S. 
Dollar Index immediately responded, falling from 99.4 to a four-
year low of 96.2 in just a week until the president backed off from 
his threats to seize Greenland. During this time, a major pension 
fund in Denmark (which owns Greenland) announced the sale of 
its Treasury holdings, worth some $100 million. This was followed 
by news from a Swedish pension fund that revealed a strategic 
plan to reduce its Treasuries, having previously sold over $7.7 
billion since the start of 2025 (Ringstrom and Lehto, 2026).

The arrest of President Nicolas Maduro 
of Venezuela

Shortly before this magazine went into production, the United States, along with Israel, ordered an air 
attack on Iran, which was immediately met with retaliation. The outbreak of war in the Middle East sent 
global oil prices surging past $100 a barrel as Iran closed free passage through the Strait of Hormuz 
in the Persian Gulf, a key chokepoint responsible for the transit of 20 percent of the world’s liquefied 
natural gas (LNG) and 25 percent of global seaborne oil trade (Wikipedia). Reports soon surfaced 
that Iran began permitting non-Western oil tankers to pass through the Strait of Hormuz if the cargo 
is transacted in yuan. Iran also began to assess a $2 million toll to safely pass through the strait, likely 
to be paid in yuan (Surran, 2026). Given that China accounts for over 80 percent of Iran’s oil sales and 
helps supply Iran’s military, Iran has a strong incentive to keep oil moving through the strait and generate 
additional revenue in yuan to finance the war (Reuters, 2026). More importantly, the “petrodollar’s” 
status as the world reserve currency heavily depends on oil (the most traded global commodity) being 
traded in U.S. dollars. The war in the Middle East could continue to reduce the dollar’s role, thereby 
fundamentally eroding U.S. imports and supporting exports. 

Due to the destruction or severe damage to at least 40 energy production facilities across nine nations 
in the Middle East, oil prices (which were already up 17 percent on the year prior to the war) will 
probably remain elevated for the foreseeable future (Meredith, 2026). The oil shortage stemming from 
the Middle East creates an incentive for global traders to purchase West Texas Intermediate oil. This 
not only explains why domestic oil prices rose sharply (despite the U.S. being a net exporter of oil) 
but also demonstrates how the war will aid in boosting U.S. exports. It remains to be seen if foreign 
selling of Treasuries accelerates with the war, but the 40-basis-point increase on the 10-Year Treasury 
rate within the first month of the war signals significant selling.

CHINA
Prior to the start of the war in the Middle 
East, President Xi Jinping of China publicly 
challenged U.S. dominance, stating that the 
Chinese yuan should be elevated to reserve 
currency status among the ranks of the euro 
and the dollar. This announcement was 
followed by news that Chinese regulators 
issued an order to their financial institutions 
to steadily reduce holdings of U.S. Treasuries. 
A decade ago, China ranked as the top foreign 
holder with nearly $1.3 trillion of Treasuries. 
Today, Chinese Treasury holdings have been 
cut in half to $683 billion, dropping China to 
the third spot. As China continues to “de-
dollarize”, the nation better positions itself to 
overtake the dollar’s role.

Map Courtesy of the BBC

GLOBAL CENTRAL BANK RESERVES

Source: Visual CapitalistU.S. TreasuriesGoldAnnually, Through H1 2025

FOREIGN HOLDINGS OF U.S. TREASURIES

Source: U.S. Treasury Dept.
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The “de-dollarization” movement is coming 
at an inopportune time for the U.S. economy. 
After revisions, the Bureau of Labor Statistics 
reported that nonfarm employment added just 
116,000 jobs in 2025, representing the weakest 
year for job growth since 2009, outside of 
the pandemic year. Notably, initially reported 
monthly jobs numbers have been steadily 
revised lower since the start of 2023. In the 
last two years, the BLS has deducted initially 
reported job growth by 2.2 million; in other 
words, the headline jobs number has thus far 
been overestimated by an average of 93,000 
jobs per month since 2024. For context, during 
the Great Recession between 2008 and 2009, 
the BLS overestimated jobs by 2.4 million.     

Backed by the deepest pool of savings, the biggest manufacturing base, and the 
strongest hold on global trade, China has quickly emerged as the most advanced and 
largest economy in the world, with an estimated gross domestic product of $43.8 trillion, 
measured by purchasing power parity (World Economics). So far, tariffs on Chinese 
imports appear to have challenged the longstanding notion that China’s economy depends 
on U.S. consumers. While Chinese direct exports to the U.S. dropped to the lowest level 
since 2009 last year, China’s bilateral trade with the world (imports and exports) set a new 
record at 45.5 trillion yuan (Global Times, 2026). Based on purchasing power parity, China’s 
bilateral trade equated to $11.2 trillion, double the size of America’s total trade.

With arguably the largest accumulation of gold, China is well-positioned for a potential change in the world reserve currency. Last year, 
the B.R.I.C.S economic coalition (spearheaded by China) launched an experimental joint currency for international trade. Known as the 
“unit”, the currency is 40 percent backed by gold and 60 percent by member currencies (Lewis, 2025). Regardless of which currency 
may dethrone the dollar, the long-term use of the dollar in global trade will likely continue to decline. The realistic threat of the dollar’s 
replacement in international trade only underscores the untapped opportunities in export-related industrial properties. If and when 
foreigners offload their dollar-denominated assets (stocks, bonds, and real estate) that derive their value from America’s trade deficits, 

STATE OF THE ECONOMY

Job losses not only contribute to a broader 
economic slowdown but also add to federal 
budget deficits. At $2.3 trillion, the budget 
deficit in 2025 raised the national debt 
to $38.5 trillion (Fiscal Data). With the 
government running out of foreign lenders, 
the Federal Reserve is inflating the money 
supply in an effort to keep rates from rising. 
The Fed has increased its holdings of U.S. 
Treasuries by over $186 billion by the end of 
March since it resumed purchases in mid-
December (FRED). Unfortunately, the Fed’s 
attempt could backfire as inflation concerns 
and the allure of gold incentivize foreigners 
to exchange their Treasuries for the yellow 
metal. Consequently, the decline in the dollar’s 
exchange value would accelerate, fueling the 

rise in interest rates. While there is an increased risk of stagflation, industrial investors who are positioned in export-related markets 
and properties stand to gain immensely as foreigners increasingly use their diminishing dollars to buy up American-made goods.                                            

President Donald Trump & President Xi Jinping
of China at 2019 G20 Summit

ANNUAL CHANGE IN NONFARM EMPLOYMENT
SEASONALLY ADJUSTED, END OF YEAR

Source: FRED
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Although most industrial markets are largely dependent upon imports, there are viable investment opportunities to be found among 
specialized properties used in the production and distribution of globally traded commodities. Given that industrial vacancy rates are 
poised to continue rising as rent growth contracts, it is essential for investors to own specialized facilities that cannot be easily duplicated, 
creating a big incentive for tenants to stay put. Ideally, investors, with the help of a professional broker, should negotiate sale-leaseback 
opportunities that tie rent escalations to the Consumer Price Index, creating an inflation-hedged real estate

In December 2024, TAG closed on a vacant 15,328-square-foot grain elevator situated on 4.98 acres in 
Moorhead, Minnesota. With direct access to a BNSF rail spur, the specialized facility attracted a local 
grain operator seeking to expand their business. Although purchased for owner use, specialized facilities 
such as this are poised to become hot commodities among investors. Accounting for 31.5 percent of 
global shipments, the U.S. is the dominant leader of corn exports (Workman). If the dollar experiences 
a significant decline, commodities such as corn could skyrocket in price as foreigners grow their 
appetite along with the purchasing power of their currencies. From coal to soybeans, most markets 
offer investment opportunities in specialized properties used to produce globally traded commodities. 

When it comes to industrial markets that will benefit 
from a decline in the dollar’s value, there are not too 
many that investors can throw a dart at when it comes 
to selecting properties. However, those markets can 
generally be found in Texas thanks to the state’s ranking 
as the top oil producer and leading net exporter in the 
nation. Among the major markets in Texas, Houston 
will likely lead the way due to its heavy concentration 
of oil-related companies and the Port of Houston. 
 
Yet the biggest gains in property values may be found 
in oil-dependent secondary markets such as Beaumont 
(refining) and Midland/Odessa (production). For 
example, in January, TAG sold a 14,905-square-foot 

flex asset positioned on 0.43 acres in Midland to a neighboring owner-user undergoing a business 
expansion. Looking at Midland and Odessa, these industrial markets have shown a strong correlation 
to oil prices over the last decade. As oil prices rise or fall, so do profit margins, which in turn affect 
industrial demand from oil operators and service providers. When oil prices topped a 10-year high 
of $80 in 2022, annual rent growth also hit a decade’s high of 6.3 percent. From 2023 to 2025, oil 
prices and, consequently, rent growth fell, weighing on property values yet creating an ideal buying 
opportunity. At the start of 2026, oil prices began to reverse course, rising 17 percent to about $67 
per barrel, before the war in the Middle East briefly sent prices soaring to over $115 per barrel.             

CASE STUDIES
Industrial investors can capitalize on the burgeoning economic shift from imports to exports through three opportunities: export-related 
markets, specialized commodity properties, and specialized properties used in the production of globally traded products.

EXPORT-RELATED MARKETS

SPECIALIZED COMMODITY PROPERTIES

Grain Elevator in Moorhead, MN

GLOBALLY-TRADED PRODUCTS
Investing in specialized industrial properties that are used to produce globally-traded products presents 
another untapped opportunity. During the publication of this magazine, TAG was in the process of closing 
on a vacant 25,230-square-foot industrial facility positioned on 6.78 acres in Cleburne, Texas, 33 miles 
south of downtown Fort Worth. The specialized facility, featuring a rail spur operated by Fort Worth & 
Western Railroad, was formerly used as a biodiesel production plant. The prospective buyer, a private 
investment partnership, plans to restore the facility and return it to operation. This investment is coming 
at an opportune time. Driven by petrochemical exports, Port Houston posted its busiest January on 
record, handling 370,034 20-foot equivalent units, known as TEUs (Mahoney, 2026). Meanwhile, oil 
prices, which were already on the rise before the outbreak of war in the Middle East, were up over 30 
percent year-to-date through early March.      

OIL PRICES VS. RENT GROWTH

Sources: FRED, CoStar

Year-End Level

Crude Oil/BBL (WTI) Midland/Odessa Annual Rent Growth
Minimum 10,000 SF, Classes A, B, & C

Midland Flex Property Recently Sold by TAG

Biodiesel facility in Cleburne, TX 
under contract by TAG in March 2026
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SMALL INDUSTRIAL

For an unprecedented third year in a row, industrial demand among small industrial properties between 10,000 and 50,000 square feet 
experienced a contraction in 2025. Net absorption declined by 12.8 million square feet as the inventory steadily increased with 16.8 
million square feet of net deliveries. Despite vacancies rising by 70 basis points to a 10-year high of 4.9 percent, availability for small 
industrial properties continues to outperform the overall market. Nonetheless, annual rent growth slowed significantly from 3.9 percent 
a year earlier to 1.7 percent in 2025, marking the lowest level since 2011. As the year concluded, 17.5 million square feet of small 
industrial space sat in the pipeline, representing only 0.4 percent of the inventory.

The much-anticipated rebound in industrial demand failed to materialize in 2025. Based on the top 50 metros, net absorption in the U.S. 
slipped 9.8 percent to a 15-year low as 115.5 million square feet were leased, less vacated. For the third consecutive year, supply outpaced 
demand with the addition of 263.6 million square feet of net deliveries (new construction minus demolitions), down 29.1 percent from 
2024. As a result, the national vacancy rate rose 80 basis points to 7.8 percent, setting the highest level since 2012. The increase in 
availability weighed on market rents, decelerating the annual growth rate to a 14-year low of 1.9 percent, down 150 basis points on the 
year. With 278.5 million square feet of industrial space under construction at the end of 2025 (2.4 times the rate of demand), supply will 
continue to put pressure on vacancies. If industrial demand remains weak, annual rent growth will likely contract for the first time since 
2010 this year.

SECTION II
NATIONAL MARKET UPDATES

NATIONAL INDUSTRIAL MARKET

Top 50 MSAs. Classes A, B, & C.
Minimum 10,000 SF Source: CoStar
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NATIONAL SMALL INDUSTRIAL MARKET

Top 50 MSAs. Classes A, B, & C.
Minimum 10,000 SF Source: CoStar
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MIDSIZE

At 5.0 million square feet, net absorption for midsized industrial properties ranging from over 50,000 square feet to 200,000 square feet 
remained in positive territory in 2025. However, demand plummeted 70.6 percent annually to the lowest level since 2009. Meanwhile, 
net deliveries added 75.8 million square feet to the inventory, decreasing 19.9 percent from the previous year. With supply exceeding 
demand for three straight years, the vacancy rate among midsized properties ticked up 110 basis points to a 13-year high of 7.9 percent. 
Consequently, annual rent growth decelerated by 230 basis points to 1.9 percent, marking the weakest year since 2011. With 72.9 million 
square feet of midsized space under construction (14 times the rate of demand), supply will weigh heavily on vacancies and rents going 
forward.     

BIG-BOX

For the first time on record, demand for space in big-box warehouses effectively accounted for all of the industrial demand, making up 
107 percent of total net absorption in 2025. Demand among industrial properties over 200,000 square feet held steady at 123.3 million 
square feet. While demand stabilized, supply levels dwindled by 34.1 percent to 171.0 million square feet. This kept a lid on the availability 
of big-box properties as the vacancy rate increased only 50 basis points to 9.5 percent. Conversely, rent growth only slowed by 10 basis 
points to 2.1 percent. With only 187.4 million square feet of big-box space under construction by the close of 2025, the gap between 
supply and demand is narrowing toward equilibrium. Nonetheless, if imports continue to steadily decline, big-box warehouses will have 
to contend with weakening demand levels at some point in the near future

NATIONAL MIDSIZE INDUSTRIAL MARKET

Top 50 MSAs. Classes A, B, & C. 
50,000 - 200,000 SF Source: CoStar
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NATIONAL BIG-BOX INDUSTRIAL MARKET

Top 50 MSAs. Classes A, B, & C. 
Over 200,000 SF Source: CoStar
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The Dallas-Fort Worth metroplex (which 
ranks as the fastest-growing industrial market 
since the turn of the century) expanded its 
inventory to nearly 1.2 billion square feet in 
2025 as supply shrank 45.9 percent to 22.2 
million square feet. After falling precipitously 
for three years, demand rebounded as 26.9 
million square feet were absorbed on net, up 
33.8 percent annually. With demand leading 
supply, the vacancy rate bucked the national 
trend, dropping 60 basis points to 9.3 percent. 
Unfortunately, tighter availability did not 
prevent annual rent growth from sliding 270 
basis points to a 10-year low of 5.0 percent.    

The 15 percent drop in the average price of 
oil in 2025 weighed on industrial demand 
in the Houston market as net absorption 
experienced a 44.7 percent fallout 
to 12.0 million square feet. Although 
supply held steady year-over-year at 19.8 
million square feet, the vacancy rate only 
increased 80 basis points to 7.3 percent, in 
line with the national average. Regardless 
of demand levels, annual rent growth 
surprisingly reversed course from 0.7 
percent in 2024 to 4.5 percent last year. 
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Despite market fundamentals deteriorating further in 2025, sales activity in the industrial market continued its recovery thanks to stability 
in interest rates and higher cap rates. Last year, over 12,200 properties traded hands, up 23 percent. The median sale price of $127 per 
square foot rose by 4.1 percent annually and was up 122.8 percent over the last decade. As 2026 unfolds, industrial investors will need 
to keep an eye on the impact of foreign sales of U.S. Treasuries on interest rates. If mortgage rates correspondingly jump again, similar 
to 2023, investors can expect another fallout in demand and even a drop in prices, especially if market fundamentals deteriorate further.

REGIONAL MARKET UPDATES
TEXAS

INDUSTRIAL SALES VS. PRICE

Top 50 Metros. Classes A, B, & 
C. Minimum 10,000 SF Source: CoStarNumber of Transactions Median Sale Price/SF

TEXAS VACANCIESClasses A, B, & C.
Minimum 10,000 SF

Source: CoStar

Dallas-Fort Worth San Antonio/Austin Border MarketsMidland/OdessaHouston

TEXAS RENT GROWTHClasses A, B, & C.
Minimum 10,000 SF

Source: CoStar

Dallas-Fort Worth San Antonio/Austin Border MarketsMidland/OdessaHouston
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MIDWEST & WEST
For the third consecutive year, Chicago 
experienced a decline in industrial demand, 
with net absorption collapsing by 63.1 
percent to 3.6 million square feet in 2025. 
The largest industrial market in the U.S. also 
saw a 44.7 percent decline in net deliveries 
to 9.8 million square feet. Despite supply 
exceeding demand, the vacancy rate only 
ticked up 50 basis points to 5.7 percent in 
the Windy City, congruent with its 10-year 
average. With vacancies 200 basis points 
below the national average, Chicago also 
enjoyed an above-market 4.6 percent annual 
rent growth, surprisingly up 20 basis points.

     
In 2025, 6.0 million square feet of 
industrial space were absorbed on net 
in the combined markets of Kansas City 
and Saint Louis, down 23.2 percent. 
Meanwhile, supply surged by 40.6 
percent to 14.3 million square feet in 
America’s Heartland, helping to lift the 
vacancy rate up by 110 basis points to 
6.0 percent, topping a 12-year high. The 
rise in availability put downward pressure 
on rent growth as the annual rate slowed 
by 80 basis points to 3.0 percent, but still 
comfortably above the national average.

After posting a solid year of industrial demand in 2024, net absorption in the Denver market dropped to just 20,000 square feet, down 
99.6 percent. Net deliveries also cooled considerably in the Mile High City with the addition of 2.1 million square feet, representing a 60.4 
percent annual decline. The vacancy rate, which went unchanged the year before, rose 70 basis points to 9.0 percent, setting a 22-year 
high. Consequently, annual rent growth dove from 3.0 percent to -1.3 percent, settling at the lowest level since 2009. 

Thanks partly to tariff frontloading, the Los Angeles industrial market received a much-needed boost in demand in 2025. With 3.0 million 
square feet of net absorption, demand jumped back into positive territory following the two weakest years on record. Net deliveries added 
5.3 million square feet (essentially unchanged year-over-year) as the vacancy rate ticked up 20 basis points to 6.4 percent, extending its 
record-high level. The contraction in annual rent growth also slowed, dipping 30 basis points lower to -3.2 percent, establishing the lowest 
level since 2009.    

The neighboring markets of Austin and San Antonio witnessed a sharp decline in net absorption to 3.5 million square feet in 
2025, down 50.7 percent. The reduction in demand was somewhat offset by an 8.8 percent decline in net deliveries to 13.4 million 
square feet. At 13.0 percent, the vacancy rate between Austin and San Antonio set a record high, rising 2.5 percentage points last 
year. In the span of three years, the joint vacancy rate between Austin and San Antonio moved from the lowest among the largest 
markets in Texas to the highest. As expected, annual rent growth plummeted 3.2 percentage points to a 15-year low of 0.1 percent.  
 
Oil-dependent markets of Midland and Odessa reacted to oil’s 15 percent decline with only 61,000 square feet absorbed of net, sinking 
64.9 percent in 2025. With net deliveries relatively constant at roughly 534,000 square feet, the vacancy rate jumped by 160 basis points 
to a record-high of 9.0 percent. Consequently, annual rent growth slid by 3.1 percentage points to 0.1 percent, marking a 15-year low.        

Texas’ border markets are comprised of El Paso, Laredo, McAllen, and Brownsville-Harlingen. Thanks to special provisions that allowed 
certain Mexican imports, such as fresh produce, to enter the U.S. duty-free, industrial demand along the border markets held up well, 
as 1.8 million square feet were absorbed on net, up 42.2 percent annually. Unfortunately, demand was offset by another historic year of 
development with net deliveries expanding 25.4 percent to 8.9 million square feet. As a result, the vacancy rate jumped 3.4 percentage 
points to the highest level since 2009 at 11.5 percent. Subsequently, rent growth along the border slowed by 180 basis points to a 15-year 
low of 1.3 percent. 

MIDWEST & WEST VACANCIESClasses A, B, & C.
Minimum 10,000 SF

Source: CoStar

Denver Los AngelesKansas City/Saint LouisChicago

MIDWEST & WEST RENT GROWTHClasses A, B, & C.
Minimum 10,000 SF

Source: CoStar

Denver Los AngelesKansas City/Saint LouisChicago
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The president’s tariffs may have been well-intended, but 

the reality is that the struggles in manufacturing persist. 

And while the president may indeed achieve his goal 

in turning the nation’s trillion-dollar trade deficits into 

surpluses, it may not benefit Americans overall if driven 

by a significant decline in the dollar’s value. Nonetheless, 

there are many export-related companies that will benefit 

from the dollar’s decline, paving the way for perhaps a 

once-in-a-lifetime opportunity in the U.S. industrial market.   


