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Mexico City Metropolitan Area

Industrial Market
The Industrial Transformation

The industrial sector has become the most attractive in recent
years, not only as a consequence of the current pandemic; but
also, a product of the transformations of the market, the city and
society itself.

One of the most dynamic submarkets not only in Mexico, but in
Latin America, corresponds to Cuautitlan, Tepotzotldn and
Tultitldn (CTT). This corridor makes up more than 50% of the
industrial inventory of the Metropolitan Area of Mexico City, in
addition to presenting the highest levels of activity recorded in
recent years. However, despite the large amount of movement in
this area, the areas of land available in the CTT are decreasing,
generating a need to deconcentrate certain activities in the area.

The solution to this condition has been the process of
transformation of the supply chains to be able to evaluate the
movements of the last mile, as well as to begin to expand the
industrial market towards the Huehuetoca - Nextlalpan area.

Current Conditions

— Class A industrial inventory closed the quarter at nearly 136.8
million SF.

— Construction activity reached 7.3 million SF in the second
quarter of 2021.

— The vacancy rate in the Mexico City Metropolitan Area increased
from 5.9% in 1Q21 t0 6.2% in 2Q21.

Market Summary
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Market Analysis
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The Need for Industrial Expansion

Despite the ups and downs that have occurred during the
pandemic, there are at least 10 planned industrial parks in the
Metropolitan Area of Mexico City. This implies - at least - the
forecast of half a million square meters to be built, independent
of the 2.7 SF currently under development.

This need to satisfy the industrial demand in the central zone of
the country, has generated that they begin to acquire real estate
in the periphery of the city. This is the case of the Vallgjo-
Azcapotzalco corridor, with a new industrial supply within the
area, as well as the Huehuetoca area and even towards the state
of Hidalgo. In addition, it should not be overlooked that the Toluca
market is also in the process of expansion and has several parks
under construction and planned. The State of Mexico is one of
the states with the greatest impulse to the industrial sector
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Diversification of Logistics Providers

Although the industrial sector did not stop despite the pandemic
and changes regarding its own nature have occurred gradually,
the diversification of activities by logistics actors has undergone
transformations. This is mainly reflected around electronic
commerce.

Five of the tools that currently function as a strategy in the
logistics sector are the following: marketplace, omnichannel
strategy, last mile, artificial intelligence and Live Stream
Commerce. These tools seek to integrate all the processes of the
supply chains to streamline the processes from their initial
planning stage to the final stage with the returns process.

Annual Net Absorption
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Net Absorption and Activity per Submarket

NET ABSORPTION AND MARKET ACTIVITY (SF)
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Market behavior Industrial Parks Under Construction

Prices for the second quarter of 2021 remained constant

compared to the previous quarter. The corridor with the lowest Toluca Park Il TepozPark IV
price corresponds to Huehuetoca with $ 3.68 USD/SF/year and
the highest price in the market is Vallejo-Azcapotzalco, with a O'Donnell Puente México Frontier Toluca

value of $ 3.68 USD/SF/year.

o _ _ Panorama Industrial Coacalco  La Laguna Industrial Park
On the other hand, the availability rate increased slightly due to

the incorporation of industrial buildings under construction to the
inventory. With this, it went from 5.8% in the first quarter of the
year t0 6.2% in the second quarter of 2021.

Convento CityPark Parque Industrial Arco 57

Megapark T-MEC Park

Market absorption has shown signs of recovery compared to . .
Parque industrial Alfredo del

previous quarters, since despite the addition of new warehouses, Prologis Park Ladero Mazo
it went from having 1.2 SF to 1.8 SF at the end of the first half of
the year. Prologis Park Grande Premium Park Tultepec

Submarket Stats

O ylory TSN ooy VI iy Quertry et i e

(SF) (SF) (USD/SF/year)

Coacalco 1.5 0.42 - - - - -
Cuautitlan 40.1 1.19 1.54 3.80% - 0.7 $6.51
Huehuetoca 9.0 - 0.55 6.10% - - 03 $4.37
|ztapalapa 2.9 - - - 0.1 0.1 -
Naucalpan 1.0 - 0.06 5.70% 00 0.0 $8.26
Tepotzotlan 21.0 2.22 1.73 8.20% 14 1.2 $6.13
Tlalnepantla 12.6 0.52 0.92 7.30% 05 0.5 $7.09
Toluca 22.4 2.14 2.35 10.50% 09 - 0.6 $5.27
Tultitlan 20.5 0.77 0.95 4.60% 02 0.2 $5.21
Vallejo-Azcapotzalco 5.8 - 0.37 6.40% 01 " 0.0 $5.83
Total 136.8 7.27 8.47 6.20% 4.0 1.8 $6.22
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Encouraging outlook
Throughout the second quarter of the year, economic indicators

have managed to show clear signs of recovery. The attraction of
foreign investment registered in recent months showed an

increase of almost 15%, these results have been supported by
the T-MEC.
On the other hand, in order to stabilize prices and due to
inflationary pressure, Banco de México decided to increase the
interest rate by 25 basis points, that is, 4.25%. Based on this
decision, the rate is expected to reach 5.5% by the end of the

year, promoted by monetary policy decisions and the pressure to

raise economic growth indicators in the country. GDP

expectations are expected to be between 5 and 7% for the

subsequent quarters of the current year.

Unemployment Rate
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Consumer Price Index (CPI)
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Mexico _C'ty , United States Cambodia Kenya
Corporatlv.o Espacio Santa Fe China Malawi
Carr. México-Toluca 5420 — PH1 LATIN AMERICA South Korea Nigeria
Santa e, CHIMX. 05320 Argentina Philippines South Africa
t b2 55-56980-2000 .
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Newmark has implemented a proprietary database and our tracking methodology has been revised. With this expansion and refinement in our data, there may be adjustments in historical statistics including
availability, asking rents, absorption and effective rents. Newmark Research Reports are available at ngkf.com/research

All information contained in this publication is derived from sources that are deemed to be reliable. However, Newmark has not verified any such information, and the same constitutes the statements and
representations only of the source thereof not of Newmark. Any recipient of this publication should independently verify such information and all other information that may be material to any decision the
recipient may make in response to this publication and should consult with professionals of the recipient’s choice with regard to all aspects of that decision, including its legal, financial and tax aspects and
implications. Any recipient of this publication may not, without the prior written approval of Newmark, distribute, disseminate, publish, transmit, copy, broadcast, upload, download or in any other way reproduce
this publication or any of the information it contains. This document is intended for informational purposes only, and none of the content is intended to advise or otherwise recommend a specific strategy. It is
not to be relied upon in any way to predict market movement, investment in securities, transactions, investment strategies or any other matter
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