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Since President Trump announced a range of global tariffs on April 2nd, we have been receiving a growing number of questions 
from investors regarding the impact these tariffs might have on the U.S. industrial sector, and on commercial real estate 
generally. Understandably, there is a concern among investors that industrial assets might bear the brunt of the tariff impact, 
given the sector's status as the primary point for goods entering and leaving the U.S.
In our assessment, however, the industrial sector is not disproportionately exposed to the cascading effects of tariffs. While a 
recession is a possibility, we are cautiously optimistic that the U.S. can avoid one. Should a recession occur, most industries 
and sectors, as has happened in the past, will be affected to varying degrees. Interestingly, the industrial sector might be better 
positioned to weather a downturn due to several factors:

• There is currently a sharp decline in supply deliveries and new supply starts which are expected to worsen due to 
potentially rising construction costs, including steel, lumber, and labor.

• Higher replacement costs could have other significant implications on market fundamentals, including faster growth of 
industrial rents.

• Structural demand from e-commerce continues to grow, capturing an increasing share of both business-to-consumer 
(B2C) and business-to-business (B2B) sales.

However, it’s important to note that these factors do not render the industrial sector immune to a typical demand-driven 
downturn. With tariffs potentially acting as a catalyst for a downturn, we believe that most real estate sectors, including 
industrial, are at risk if consumption turns negative. Nevertheless, the positive tailwinds mentioned earlier may better position 
the industrial sector in the event of a downturn.
The trade conflict between the United States and the rest of the world escalated faster and more broadly than most anticipated. 
“Liberation day” tariffs announced in early April sent shockwaves through the stock market and softened what otherwise 
seemed like improving business sentiment in the second half of 2024. The implemented and additional proposed tariff rates 
have already been modified several times, and their motivation appears to vary across several factors. So far, tensions with 
the European Union, Mexico, and Canada remain relatively calm, (though not so with China), and a 90-day pause on most 
“reciprocal” tariffs may have eased some market anxiety.
A prevalent argument is that a significant escalation of tariffs stands to have a meaningful effect on the global economy after 
80 years of post-World War II broad globalization. The trade and economic consequences of going from a 2.5% effective 
tariff rate to approximately 25% are potentially significant to the downside, but the fluid shape of future negotiations make 
any quantitative estimate highly speculative. For commercial real estate investors, tariffs have the potential to directly impact 
at least one of the property types that has become one engine of modern economies – logistics and warehouses. It is quite 
possible businesses will slow capital decisions until there is better clarity on policy, and consumer purchasing power could 
suffer if elevated tariffs stick for long.
In this note, we suggest investors take a holistic view of the industrial sector, separating cyclical from structural demand drivers, 
to assess long-term investment rationale. Empirical evidence of living with past tariffs (since the first Trump administration, 
albeit narrower and smaller in scope) and the resulting impact thereof on this sector can also be helpful in assessing how to 
navigate the future.

THE 2025 TARIFFS: WHAT IS ON THE TABLE
On April 2nd, the Trump administration declared a national emergency and announced a sweeping raft of tariffs, which it had 
promised as part of its election campaign. A baseline tariff of 10% went in effect on all imports into the U.S. with additional tariffs 
tailored to individual countries on a “reciprocal” 
basis at an average rate of 28%. The tariffs 
are part of a stated strategy to rebalance 
trading relations and penalize countries with 
a surplus of exports to the U.S. Other aims are 
to accelerate investment into the U.S., raise 
revenue for additional economic pursuits or 
offset tax reductions elsewhere, and expand 
strategic autonomy for certain industries of 
national importance. With fast rising tensions, 
China is a notable outlier thus far, having been 
targeted with far greater tariffs and retaliating 
with higher tariffs of its own. Still, we expect 
tariff rates could look different when the dust 
eventually settles.
Reports indicate that many countries have 
started negotiating and offering concessions 
to reduce their tariff burden, but none have 
been announced or finalized to date. Those 
that did not retaliate like China saw a 90-
day pause on reciprocal tariffs only a week 
after going into effect. More recently, tariff 
exclusions were granted for smartphones, 

FIGURE 1: THE COMPOSITION OF U.S. IMPORTS BY LARGEST TRADE 
PARTNERS (GOODS)
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computers, and other electronics – which make up a significant share of U.S. imports and largely come from China and 
Mexico. This has been received as a significant concession and as a sign that President Trump is willing to negotiate despite 
his stern public messaging and determined expectations to shift trade balances at all costs. For reference, the U.S. had a 
2024 net trade deficit of $1.2 trillion from the trade of goods.1 Figure 1 offers an illustration of which sectors could be most 
directly affected by tariffs depending on import volumes by county. Electronics & machinery, chemicals, plastics, & leathers, 
auto & related industries, minerals, oil, cement and agriculture are most exposed.

NOT THEIR FIRST RODEO
Today, Mexico is the largest source of imports into the U.S. while Canada is third. Canada and Mexico are also the two largest 
destinations of U.S. exports, both more than twice as large as those flowing to China. Mexico and Canada were spared from 
reciprocal tariffs on April 2nd, and the active 25% baseline tariff on those countries affects only non-United States–Mexico–
Canada Agreement (USMCA) imports, excluding autos, thus shielding a great share of their exports. This could also be seen as 
acknowledgement of the strong economic interdependencies between the three countries, as their trade supports 13 million 
jobs in the U.S. A prime and mature example of this is the large and deeply intertwined automotive sector, which generates over 
5 million jobs across North America. A scenario where the U.S. tries to cut ties with Mexico and bring auto production back 
to the U.S. seems unfeasible. Industry estimates suggest that companies would need to invest more than $50 billion across 
18 new plants to meet the current auto production in Mexico.2 This does not factor in the many tiers of suppliers, the 2-to-3-
year timeframe for a new plant to come online, and the hundreds of thousands of positions to fill – making the task extremely 
challenging and costly.
Mexico and Canada experienced similar turbulence while renegotiating NAFTA during the first Trump presidency. Despite the 
tense back and forth, concessions were reached under the rebranded USMCA trade pact that included a much higher share of 
U.S. components for autos (now 75%). Along these lines, both Mexico and Canada have quickly allocated resources to address 
the illicit flow of drugs, contraband, and illegal immigration issues which have been highlighted as the primary rationale for the 
new tariffs. While a sign of constructive progress, these issues will likely remain a priority into 2026 when the USMCA deal will 
be reviewed by all three nations.

CHINA SITUATION 
Tensions with China, however, continue escalating. While President Trump claims to have a good relationship with President 
Xi, China’s perception as a potential economic and political competitor to the U.S. has grown. China saw tariffs during the first 
Trump administration, which were held in place and even expanded at certain points by former president Biden. This has already 
caused a substantial decoupling between the world’s largest manufacturing and consuming superpowers – see our previous paper 
for analysis on this topic here: Navigating Tariff Risks in U.S. Industrial and Logistics. Tensions are now escalating further, with 
China facing a shocking 145% tariff rate of on all goods (excluding, at least temporarily, chips, cellphones, and semiconductors); 
this building on top of previous economic sanctions and export controls largely targeting China's semiconductor industry. These 
restrictions aim to limit China's access to advanced chips and the technology needed to manufacture them. China has responded 
with retaliatory tariffs of 125%. This adds further friction and reduces the likelihood of reaching a deal for the return of free-
flowing trade anytime soon. China remains the second largest source of imports into the U.S. today, but has lost nearly 9% share 
since 2017, which represents the highest dollar value loss of trade for any country. At the same time, Mexico and other East and 
Southeast Asian countries, including Vietnam and Taiwan, have more than made up the shortall.3 China also has the largest trade 
deficit (or export surplus) of around $300 billion, representing 25% of the total U.S. trade deficit.

FIGURE 2: LARGEST GLOBAL TRADE PARTNERS, U.S. (GOODS)

Source: CBRE, IPF, Clarion Partners Global Research, February 2025.
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FIGURE 3: THE COMPOSITION OF U.S. EXPORTS BY LARGEST TRADE PARTNERS (GOODS)

Source: U.S. Census Bureau, Clarion Partners Global Research, April 2025.

THE EMERGENCE OF SOUTHEAST ASIA AND IMPORTANCE OF THE EU
The regional importance of the European Union as a source, and destination, of U.S. trade, and the impressive growth of East 
and Southeast Asia (ex. China) as a China-alternative, deserves attention. When taken in sum, the EU accounts for 19% of 
imports into the U.S. while making up 18% of the U.S. export market. These goods are largely made up of commodities that 
include many intermediate goods and chemicals, as well as electronics and vehicles. East and Southeast Asia (ex. China) have 
seen flows to the U.S. increase more than 70% since 2017, making up a collective 23% share of U.S. imports. Nike, Adidas, 
Apple, and Samsung are recent examples of companies that have shifted production to places like Vietnam, elevating its 
importance as a volume supplier of U.S. goods. While this, too, has increased trade deficits and the possibility of tariffs, many 
of these countries remain competitive global manufacturing hubs and continue to offer a compelling business proposition while 
actively negotiating trade deals with the U.S.
For these reasons, we can assume that trade deals with Mexico, Canada, the EU should be a high priority and in the economic 
interest of the U.S. Countries in East and Southeast Asia should follow next, given their growing role as an alternative to China 
and their more friendly relations with the U.S.

IMPLICATIONS FOR INDUSTRIAL & LOGISTICS
In evaluating the potential impact on the industrial & logistics sector, we need to separate cyclical from structural drivers of demand.

CYCLICAL IMPACTS
Tariffs are a one-time cost adjustment based on import value (often a fraction of retail prices), and empirical research suggests 
that a 10% tariff generally increases retail prices by about 1% over 12 months.4 While this reduces consumer purchasing 
power, they did little to curtail consumption during the first Trump administration given the strong dollar, falling commodity 
prices, and lower interest rates at the time. The economic situation in the U.S., while still fundamentally sound, has been on 
shakier ground recently, with greater sensitivity to inflation that has remained persistently above the Fed’s target, the primary 
contributor to an environment of higher interest rates. A reacceleration in prices could come at a fragile time for the economy 
and have a greater negative impact.
Our analysis of retail sales data would suggest that as much as 70% of all retail sales could be “discretionary” in nature, or perhaps 
more vulnerable to fluctuations in business cycles. While all categories eventually contracted during the GFC, discretionary 
categories saw sales pullback faster, falling 10% in the first 12 months while non-discretionary sales remained relatively steady. 
Furthermore, historical leasing data shows that direct-to-consumer businesses, including general retail, wholesalers, and 
e-commerce occupiers, collectively account for approximately 60% of all industrial leasing activity. With that in mind, plus the 
retail sales analysis above, we could assume that about 40% of new leasing activity (or 70% discretionary share of the direct-to-
consumer leasing) could be impacted if discretionary spending were to slow.
While we have not seen a deterioration of business sentiment across our deep pool of current and prospective tenants nationally, 
many real-time discussions reflect planning around what they expect to be a short to medium-term disruption. As one recent 
example, an Asia-exposed-business is pulling forward inventory and a space expansion requirement it had planned for next year 
given their long-term business prospects and important U.S. customer base. Other occupiers are examining their port strategies 
to potentially add redundancy if bottlenecks arise from sudden trade shifts. Lower container shipping costs could also help offset 
rising tariff costs. The cost to ship a container from Shanghai to Los Angeles fell 23% year-over-over according to the latest data 
(April) from Drewry.

• Demand Uncertainty Likely to Slow New Leasing: As of now, the most notable impact has been an increase in uncertainty, 
which we believe could slow leasing decisions in the coming quarters. However, typical leading demand indicators, such 
as port volumes, have continued expanding. We could see a surge in warehouse utilization in the short term (this started 
as early as 4Q24) as occupiers try to minimize supply chain disruptions and increase inventories given the perceived 
risk of higher costs for imports in the future. Similar to other recent disruptions (like the first Trump administration tariffs, 
and recent port labor strikes), firms are pushing to stockpile inventories. Considering that businesses typically carry 2-3 
months of inventory, and assuming that they are able to stock an additional 25% (consistent with the recent rise in TEU 
volume), businesses could have about 3-4 months of inventory buffer. If higher tariffs persist beyond that time frame, we 
could see an acceleration in the giveback of space, especially for less capitalized and more directly exposed tenants such 
as Asian third-party logistics (3PL).
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• Supply May Stay Lower for Longer: Supply has been trending down dramatically as new starts have fallen more than 60% 
from recent highs. Policy changes affecting construction input prices and immigration (labor availability) could very well keep 
starts lower for longer. Industrial’s construction process is less dependent on lumber, which recently saw threats of tariffs, 
but is more exposed to steel because of rebar, structure 
and framework, and other operational needs like storage 
racking. On average, steel can make up about 10-20% 
of industrial construction costs. However, a 25% tariff 
on steel should not have a 1 to 1 impact on costs because 
what the U.S. imports is normally just the raw material. 
Therefore, the tariff is typically applied to a fraction of the 
final cost to developers. A possible risk, however, is that 
a reduction in foreign supply could raise domestic prices. 
Labor makes up 40 to 60% of construction costs, which 
could represent a greater risk and have a larger impact, 
under current immigration policies. Tighter labor and 
modestly higher input costs along with more subdued 
occupier demand could result in even further downward 
pressure on new starts. This could help balance a 
potential demand shortfall.

• Rent Growth Rebound Likely Pushed Back to 2026: 
U.S. Industrial rent growth has been undergoing 
a rebalancing from an extended period of record 
growth. Our previous 2024 baseline outlook expected 
the rebalance to continue in 2025 with rent growth 
gaining pace and averaging 3% for the year, given 
the continued drop in new speculative development 
and the positive prospects for net absorption, including 
continued e-commerce growth and an uptick in 
manufacturing space demand. 2025 U.S. rent growth is 
still expected to be positive but could fall about 100 bps 
below previous expectations to levels near its LTA of 2% 
before gradually improving in 2026. Location and quality, 
however, will matter. Expectations are brighter for well 
located, high quality, Class A product given recent flight 
to quality trends. Our analysis of historical rent data 
shows that Class A product generally carries a 100 to 
150 bps growth premium compared to overall market 
average rent. A prolonged trade war, nonetheless, could 
delay spending decisions and the longer it lasts the more 
it could delay our expected rebound in demand and rent 
growth, other things being equal.

STRUCTURAL IMPACTS
Logistics Services Consumption Driven by E-commerce
Clarion’s analysis of leasing data shows that the secular growth of e-commerce has been a driving force for industrial and 
logistics demand since the global financial crisis. Consumer expectations for greater product variety, faster delivery speed, 
and convenience continue driving the need for better located, modern industrial real estate. Changes to trade policies are, we 
believe, unlikely to materially alter the long-term trend of e-commerce which has grown to exceed $1.1 trillion in annual sales and 
makes up nearly a quarter of core retail activity despite normalizing patterns after COVID-19. E-commerce sales are expected 
to grow at 5-10% annually post pandemic, continuing to 
gain market share from brick & mortar stores, potentially 
reaching 35% in the next decade see (Figure 5). While that 
alone should generate market opportunities given that 
e-commerce requires an estimated three times more 
space than traditional retail, market participants are 
constantly innovating and modernizing supply chains that 
allow for even greater product variety and faster delivery 
to more consumers, all while minimizing shipping costs. 
Logistics is at the center of that given transportation’s 
outsized share of logistics costs. Furthermore, while 
inbound facilities for imports play a necessary and key 
role in today’s supply chain, most of the leasing activity 
recently has been from domestic, demographic-driven 
distribution. As of April 2025, an estimated 286 million 
sq. ft. of new space could be needed over the next 5 years 
for e-commerce expansion alone.
Additionally, the impressive rise of online Asian 
marketplaces like Shein and Temu, along with the recent 
end to the De Minimis Exemption, could generate additional 
logistics demand in the future as those businesses are 
unlikely to abandon their now multi-billion-dollar businesses 
that largely service the U.S. consumer.
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INCREASING OBSOLESCENCE COMBINED WITH CHANGING LOGISTICS REQUIREMENTS ARE 
PUSHING TENANTS INTO MODERN SPACE 
The shipping and distribution business has historically been both competitive and low margin.  Clarion believes today’s logistics 
users are generally hyper-focused on throughput and efficiency, which typically means reducing the number of touchpoints and 
eliminating friction in the distribution and fulfillment process. Warehouse users demand well-located sites and prefer modern 
facilities to maximize efficiency. However, finding this space has become increasingly difficult.
The average U.S. warehouse is nearing 40 years old and can exceed 50 years in key gateway and infill submarkets, closing in on 
the typical warehouse lifespan of about 50 years. Over the next five years alone, approximately 8% of existing warehouse stock 
will reach or surpass this 50-year obsolescence threshold. Assuming half of such warehouse stock (4%) is truly obsolete implies 
that 0.8% of today’s stock per year requires replacement, equivalent to approximately 630 million sq.ft. over the next 5 years.

HIGH-VALUE-ADD MANUFACTURING CONTINUES TO MAKE GAINS IN THE U.S.
U.S. domestic manufacturing is likely to see growth and investment, perhaps considerable, through policies and subsidies, but 
also as firms attempt to establish a positive relationship with the current administration. This would likely be focused on high 
value-add, strategic, industries such as semiconductors, electric vehicles, and other high-tech industries. Through the end of 
2024, the Biden administration had announced over $1 trillion in manufacturing projects across the U.S., with reports of an 
additional $7 trillion in announced investments under President Trump. While the likelihood of all those projects progressing 
remains unclear, adding this level of capacity to U.S. manufacturing would also require staffing and a significant investment 
into automation infrastructure and equipment, all of which would also require a substantial amount of time. We are tracking 
over 70 million sq. ft. of active manufacturing and R&D projects under construction. These projects will have a positive impact 
on industrial and logistics markets and their regional economies as they generate demand from suppliers and distributors 
(3-5x multiplier depending on the industry), as they remove land from the market that could have otherwise been speculative 
warehouse development, and through the creation of high paying jobs, which should lift consumption.

OPPORTUNITY COST & SUPPLY CHAIN DIVERSIFICATION AND “FRIENDSHORING”
The additional cost from tariffs will add pressure to all participants in a supply chain. While the ability to pass on the one-time 
price increase will depend on the price elasticity of the good, the available substitutes, and the overall health of the economy, 
firms may seek relief in a variety of ways, including diversifying their product sourcing. According to the latest CFO Survey 
from the Richmond Fed, over 30% of firms now rank trade and tariff policies as their most pressing business concern, which is 
more than triple the share from the previous quarter. Within manufacturing, more than half are planning to diversify their supply 
chains. Firms will need to weigh not only costs, but also time to market and the inherent supply chain risk that diversification 
could carry. Figure 6 below illustrates the alternative countries that firms are likely considering, including the impact to cost 
from current tariffs. While not free of social and political risk, Mexico could remain most attractive from a cost and time-to-
market perspective. Southeast Asia, South America, and India offer compelling cost alternatives but with longer times to reach 
the U.S. market.

FIGURE 6: MANUFACTURING & SOURCING FACTORS

Source: Boston Consulting Group, Clarion Partners Global Research, Wells Fargo Economics, individual port authorities, April 2025.

Based on this information, we can assume that Mexico, Southeast Asia, India, and South America could remain viable 
alternative options as the risks rise for China and its $400 billion of annual exports to the U.S. This is likely to continue 
the trend observed over the last eight years, with fewer goods coming from China. We estimate that China imports will 
continue decreasing at an average annual rate of 5% to 10%, or 20-40% over the next five years. This would decrease 
China imports to levels not seen since before it joined the WTO in 2000, effectively erasing more than two decades of 
growth after adjusting for inflation.
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AVG. LANDED
COST INDEX
(U.S. = 100)

COST VS. U.S. WITH
CURRENT EFFECTIVE

TARIFF RATE

GATEWAY
MOST

IMPACTED 

U.S. 1 100 - -

Canada 1–2 100 12% Land Ports

Mexico 1–2 81 -12% Land Ports

Western Europe 10 113 24% East Coast

Eastern Europe and Mediterranean 14 97 7% East Coast

South America 15 92 1% Mixed

Japan and South Korea 15 97 7% West Coast

China 17 96 104% West Coast

Southeast Asia 22 82 -10% West Coast

India 25 85 -6% East Coast

Australia 25 110 21% West Coast

Least favorable Most favorable



6

Making the same continuous growth assumption, however, for East and Southeast Asia (ex. China), 5 to 10% growth annually 
and 30 to 60% growth over five years could offset the drop-off from China. After all, the region’s import dollar volume 
surpassed China’s in 2022. Mexico would also be poised to see volumes grow more than 20 to 40% over five years, keeping it 
at the top position by individual country and likely benefitting certain U.S. markets (Figure 7) per our analysis of GPS logistics 
transportation data.

FIGURE 7: U.S. − MEXICO TRADE FLOW ANALYSIS

Source: Clarion Partners Global Research, U.S. Department of Transportation, International Trade Administration, Advan, Q3 2024. Southern California includes 
Los Angeles, Riverside, San Diego, and Orange County. First column is based on imports through Otay Mesa, El Paso, and Laredo.

MARKET IMPACTS 
Southern California. The shift in trade patterns has also stirred discussions about industrial demand, market selection, and the 
long-term viability of existing gateways. It remains our view that while a decoupling or material reduction in trade with China 
could negatively impact near-term demand in markets like Southern California, the sharp rise observed in trade with East and 
Southeast Asia (ex. China) would soften the shortfall and preserve occupancy in gateway markets. This is also part of the 
explanation why, despite the sharp drop in imports from China, incoming TEU volumes at the ports of LA/LB have increased 
20% since 2017 and its occupied industrial stock has increased 11% over the same period. Supply chain diversification has 
boosted volumes at nearly every U.S. port.

FIGURE 8: IMPORT TEU VOLUME AT MAJOR U.S. PORTS

Source: Pacific Merchant Shipping Association, Individual Ports, Clarion Partners Global Research, Q1 2025.

As mentioned above, the industrial and logistics sector services consumption through a variety of property types and uses at 
every stage of the supply chain. This is no different for Southern California (which boasts a population over 21 million) that has 
been very adaptive to e-commerce consumption. The 7.1 million households in the greater Los Angeles area have a purchasing 
power (aggregate income) that exceeds $700 billion annually. In addition, SoCal has growing supply constraints due to local 
regulations, an unparalleled industrial labor base, and extensive industrial and logistics infrastructure which makes it a natural 
destination for the inbound flow of goods, including those moving north from Mexico.
U.S. Border Markets. Mexico’s growth has sparked investor appeal for markets like El Paso, Texas, which has seen notable 
growth recently. Our analysis shows that these border markets have been long underserved from a modern logistics supply 
(including large distribution facilities) since before the GFC and saw new supply pick up pace just recently. There could 
be an opportunity to capitalize on this supply shortage and the growing prospects of goods flowing to and from Mexico. 
Despite increased attention to these rapidly growing, but still relatively small border markets, our analysis of GPS logistics 
transportation data suggests that incoming goods from Mexico largely flow through established markets, such as Dallas-Fort 
Worth and Houston, but also less obvious markets like Phoenix, Southern California, and several U.S. Southeast and Midwest 
markets, given their logistics infrastructure and demographic reach. Similar markets are also top origins of exports to Mexico, 
often for intermediary goods that are part a greater bilateral value-add manufacturing supply chain. We believe investment in 
these more established markets also provides exposure to growing Mexico manufacturing.

TOP DESTINATIONS OF IMPORTS 
FROM MEXICO

TOP MARKETS THAT ARE PART OF 
SUPPLY CHAIN OF IMPORTS 

FROM MEXICO
TOP ORIGIN OF  U.S. 

EXPORTS TO MEXICO 

Southern California San Antonio Houston / Beaumont

El Paso Dallas / Fort Worth El Paso

Phoenix El Paso Southern California

Dallas / Fort Worth Houston Detroit

San Francisco Southern California Laredo

New York / NJ Austin Chicago

Houston Phoenix Dallas / Fort Worth

Chicago Atlanta Portland

Laredo Chicago New York / NJ

Detroit Memphis Brownsville-Harlingen

0

1

2

3

4

5

6

7

8

9

10

11

LA
/L

B

N
YN

J

Sa
va

nn
ah

H
ou

st
on

N
or

fo
lk

N
W

SA

O
ak

la
nd

C
ha

rle
st

on

Ja
xp

or
t

M
ia

m
i

Ba
lti

m
or

e

Po
rt 

Ev
er

gl
ad

es

N
ew

 O
rle

an
s

Bo
st

on

Lo
ad

ed
 Im

po
rt 

TE
U

 V
ol

um
e 

(M
illi

on
s)

2017 2024



7

CONCLUSION 
There is a high likelihood that the tariffs in place today will look quite different a few months from now, but for now, the recent 
surge in tariffs increases the risk of a downside scenario across the broader U.S. economy. While the days of broad free flowing 
trade are possibly threatened for now, there remains a very compelling business case for the continued diversification of supply 
chains both globally and domestically depending on costs, supply chain risk, and the specific industry. Some countries may 
see their exports to the U.S. fall, but others will likely soften the impact and possibly generate growth opportunities, such as 
with the sharp rise of East and Southeast Asia which has benefitted Southern California. Tariffs will likely cause short-term 
challenges, but the impact should be mostly cyclical.
As tariffs introduce new challenges to industrial and logistics real estate, investors must steer their strategies through 
the uncertainty. The long-term drivers that have shaped the U.S. industrial market over the past 15+ years, leading to 
outperformance compared to other major property types, remain largely in place and durable today. Clarion believes that these 
structural dynamics should continue to drive growth within the industry and past cyclical uncertainty. Rather than react to what 
could well be short-term volatility, we are focused on taking an informed longer-term approach to investing in the sector. This 
includes developing and implementing a consistent strategy around market and asset selection, driven by the combination 
of diverse demand drivers, a strong transportation infrastructure to facilitate efficient movement of goods, and the ability to 
serve a regional market. Asset selection should favor modern buildings that can adapt to occupier needs, whether acquired or 
developed, which has proven beneficial for occupancy gains and rent growth outperformance over a longer-term horizon.

This is not an offer to sell, or a solicitation of an offer to buy, securities. Investment in real estate and real estate derivatives entails significant 
risk and is suitable only for certain qualified investors as part of an overall diversified investment strategy and only for investors able to 
withstand a total loss of investment. This presentation is strictly confidential and is not intended for distribution without the written permission 
of Clarion Partners, LLC/Clarion Partners Europe Limited (“Clarion Partners” or the “Firm”). Index performance does not represent the 
performance of any actual investment. Investors cannot invest in an index. Certain information contained in this material may have been 
obtained or derived from independent sources believed to be reliable. Clarion Partners cannot guarantee the accuracy or completeness of such 
information and has not reviewed the assumptions on which such information is based.

Past performance is not indicative of future results and a risk of loss exists. Any investor's actual returns may vary significantly from any 
returns set forth in this presentation. Forward-looking statements about market conditions, including forecasts, rely on economic and financial 
variables and are inherently speculative. Such statements are based on complex calculations and formulas that contain substantial subjectivity. 
There can be no assurance that market conditions will perform according to any forward-looking statement or that any investment product 
will achieve its objectives. The Firm does not assume any obligation to update any forward-looking statements in response to new information. 
Such statements are believed to be accurate as of the date provided but are not guaranteed and are subject to change without notice. This 
material does not constitute investment advice and should not be viewed as a current or past recommendation to buy or sell any securities 
or to adopt any investment strategy. The Firm does not provide tax or legal advice. Any tax-related statements are based on the Firm's 
understanding of relevant tax laws. Investors must seek the advice of their independent legal and tax counsel and evaluate their own risk 
tolerance before investing in an investment product. Photos used in this presentation were selected based on visual appearance, are used for 
illustrative purposes only, and are not necessarily reflective of any current or future investment opportunities.

Risks related to real estate investing include, but are not limited to, illiquidity; competition for tenants; failure to succeed in new markets; 
inability to pass through increases in operating expenses and other real estate costs; inability to complete development and renovation on 
advantageous terms; inability to lease vacant space, difficulties in renewing leases or re-letting space as leases expire; changes in tax or other 
laws and regulations support for multifamily housing; environmental matters; possible inability to sell properties; insurance coverage; financial 
condition of tenants; and uninsured losses from seismic activity.

Index Definitions
NCREIF Property Index ("NPI"). The NPI is a primary benchmark for the commercial real estate industry calculated and maintained by the National 
Council of Real Estate Investment Fiduciaries (NCREIF). The NPI is a total rate of return measure of the investment performance of a large pool 
of individual commercial properties that have been acquired in the private market for investment  purposes. The NPI includes only U.S. office, 
industrial, retail, residential and hospitality operating properties owned in whole or in part by non-taxable institutional investors and  accounted for 
at market value. Unless otherwise disclosed, the NPI is presented gross of investment management fees and is unleveraged. Information regarding 
NPI’s methodology is available at  http://www.reportingstandards.info/. Substantial differences exist between the methodology for calculating the 
NPI and the Firm’s performance data. Performance was achieved under certain economic conditions that may not be repeated.

The NCREIF Total Return Property Index (NPI). The NPI quarterly, annual and annualized total returns consist of three components of return – 
income, capital and total. Total  Return is computed by adding the Income Return and the Capital Value Return.

1 U.S. Census Bureau, March 2024 . The mention of trade, imports, and exports will be based on goods, excluding services. Note also that the U.S. has an estimated trade 
surplus of $300b from services, for an overall net trade deficit of $900b.

2 Industría Nacional de Autopartes, 2025.
3 U.S. Census Bureau, March 2024. The mention of East and SE Asia will exclude China.
4 Amiti et al, Journal of Economic Perspectives, 2019.


