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EXECUTIVE SUMMARY

Mexico’s industrial market
benefits from the
structural shift toward
more production close to
the United States.

Pricing is attractive on a
risk-adjusted basis, with
high income and rental
growth offsetting
country-level risks,
including current
uncertainty about U.S.
tariffs.
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Value-add investments
are supported by positive
rental growth, as
manufacturing becomes
more technologically
intensive.
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MARKET OUTLOOK

Industrial returns will be supported by tight
vacancies and continued rental growth, as

manufacturers invest and expand to capitalize

on export demand from the United States.
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MEXICO MARKET OUTLOOK

Mexico Industrial Is Poised for Positive Returns. . .

Cap rates average 7.2%

Mexico Industrial Buy-and-Hold IRR

across Mexico, providing an
income base augmented by
14% rental growth that we
expect to run above historic

12% averages.
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Sources: PGIM Real Estate. As of November 2024.
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... Both Absolute and Risk-Adjusted

Third Quarter 2024 Mexico vs. U.S. Cap Rate Spread Attribution
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Sources: NCREIF, Green Street Advisors, PGIM Real Estate. As of November 2024.

Rent Growth (discount)

1.2%

Mexico Cap Rate

Our rationale for Mexico
industrial’s current fair
value is as follows:

We start with the average
U.S. cap rate of 5.3%, i.e.,
the “risk-free” alternative.

We add a 250 basis point
risk premium, to account
for general country risk,
including the current
uncertainty around U.S.
tariffs.

We then reduce the required

cap rate to account for
stronger expected rental
growth than the United
States, to artive at our
estimate of 7.2%.




MEXICO MARKET OUTLOOK

Tenant Demand Is Surging . . .

Loaded Trucks and Railcars Entering from Mexico (Millions)
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Sources: U.S. Department of Transportation, PGIM Real Estate. As of November 2024,
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Mexican export growth has
surged across all land ports
of entry, reflecting
increases across a wide

range of manufactured

sectors.
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... As Manufacturers Nearshore More U.S. Exports . . .

The US. share of imports
coming from Mexico has

Change in Share of U.S. Imports from 2016 to 2024 (bps)

increased by more than any

other country since 2016.
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Sources: U.S. Census Bureau, USA Trade Online, PGIM Real Estate. As of November 2024.
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... Driving Vacancy Rates Lower

Vacancy Rate by Market
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Sources: CBRE, PGIM Real Estate. As of November 2024.
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Tenant demand has

increased to keep up with

expected export growth,
pushing vacancy rates well
below historic averages in
most locations.
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As Tenants Move Up the Value Chain . ..

Mexico’s Exports: Share of Domestic Value-Added Embodied in Foreign Final Demand
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Sources: OECD Statistics working papers, Nowcasting Trade in Value-Added Indicators, September 2023; Martinez, Terrazas-Santamaria, Beyond
Nearshoring: the Political Economy of Mexico's Emerging Electric Vehicle Industry (preprint), PGIM Real Estate. As of November 2024.

In the 1990s, Mexico’s
export-focused
manufacturing industries
mostly relied on inputs
made elsewhere.

Since then, the share of
domestically-produced
inputs has nearly doubled,
which creates additional

demand for manufacturing

space.
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... They Are Able to Pay Higher Rents . . .

The move up the value-

Mexico Industrial Rental Growth added spectrum means

Mexico’s industrial tenants
30% are able to pay higher rents.
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Sources: CBRE, PGIM Real Estate. As of November 2024.
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. . . With More Rental Growth Coming

Rental growth has surged

Annual Logistics Rental Growth since 2021, as strong tenant

demand outstripped

25% available supply.

20% We expect Mexico
20% industrial rents to continue
growing more than historic
15% norms and rents in U.S.

industrial markets.
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Forecasts are not guaranteed and may not be a reliable indicator of future results.
Sources: CBRE, PGIM Real Estate. As of November 2024.
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MEXICO VALUE-ADD INVESTMENT STRATEGIES

Value-Add Investing Supported by High Rents. . .

Industrial stock doubled
over the 10 years to 2023,
and rents have increased by

Mexico Industrial Inventory and Rent

10% per year over the past

Rent (USD PSF) Leased and Available Stock (MM SF)
five years.
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$ Forecasts
$12 1,000 Today’s rent levels — plus
$11 900 our expectations for further
$10 800 rent gains — justify

$9 700 continued acquisition and

$8 500 development of new space

$7 over the next five years.
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35 400

$4 300

$3 200

Forecasts are not guaranteed and may not be a reliable indicator of future results.
Sources: CBRE, PGIM Real Estate. As of November 2024.
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... Including Speculative and Build-to-Suit Development

, TR Development strategies
Construction Activity (% of Stock, as of 3Q24) vary, with the highest
returns available for

12% speculative development.

10% In many regions, tenant
needs can be met with
8% space built-to-suit,

National Average providing above-core

returns without taking

6% . :
leasing risk.
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Sources: CBRE, PGIM Real Estate. As of November 2024.
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IMPORTANT INFORMATION (#p PGIM ReAL ESTATE

For Professional and Institutional Investors only. All investments involve risk, including the possible loss of capital. Past performance and target returns are not a guarantee and may not be a
reliable indicator of future results.

PGIM Real Estate is the real estate investment management business of PGIM, the principal asset management business of Prudential Financial, Inc. (‘PFI"), a company incorporated and with its principal place of
business in the United States. PGIM is a trading name of PGIM, Inc. and its global subsidiaries. PGIM, Inc. is an investment adviser registered with the U.S. Securities and Exchange Commission (the “SEC”).
Registration with the SEC does not imply a certain level of skill or training. PFI of the United States is not affiliated in any manner with Prudential plc, incorporated in the United Kingdom or with Prudential
Assurance Company, a subsidiary of M&G plc, incorporated in the United Kingdom. Prudential, PGIM, their respective logos and the Rock symbol are service marks of PFl and its related entities, registered in
many jurisdictions worldwide. In the United Kingdom, information is issued by PGIM Private Alternatives (UK) Limited with registered office: Grand Buildings, 1-3 Strand, Trafalgar Square, London, WC2N

5HR. PGIM Private Alternatives (UK) Limited is authorized and regulated by the Financial Conduct Authority (FCA”) of the United Kingdom (Firm Reference Number 181389). These materials are issued by PGIM
Private Alternatives (UK) Limited to persons who are professional clients as defined under the rules of the FCA. In the European Economic Area (“EEA”), information is issued by PGIM Luxembourg S.A. with
registered office: 2, boulevard de la Foire, L1528 Luxembourg. PGIM Luxembourg S.A. is authorized and regulated by the Commission de Surveillance du Sector Financier in Luxembourg (registration

number A00001218) and operating on the basis of a European passport. In certain EEA countries, this information, where permitted, may be presented by either PGIM Private Alternatives (UK) Limited or PGIM
Limited in reliance of provisions, exemptions, or licenses available to either PGIM Private Alternatives (UK) Limited or PGIM Limited under temporary permission arrangements following the exit of the United
Kingdom from the European Union. PGIM Limited and PGIM Private Alternatives (UK) Limited have their registered offices at: Grand Buildings, 1-3 Strand, Trafalgar Square, London WC2N 5HR. PGIM Limited is
authorized and regulated by the Financial Conduct Authority (‘FCA”) of the United Kingdom (Firm Reference Number: 193418). PGIM Private Alternatives (UK) Limited is authorized and regulated by the

Financial Conduct Authority (“FCA”) of the United Kingdom (Firm Reference Number: 181389). These materials are issued by PGIM Luxembourg S.A., PGIM Limited or PGIM Private Alternatives (UK) Limited to
persons who are professional clients as defined in the relevant local implementation of Directive 2014/65/EU (MiFID I1) and/or to persons who are professional clients as defined under the rules of the FCA. PGIM
operates in various jurisdictions worldwide and distributes materials and/or products to qualified professional investors through its registered affiliates including, but not limited to: PGIM Real Estate (Japan) Ltd. in
Japan; PGIM (Hong Kong) Limited in Hong Kong; PGIM (Singapore) Pte. Ltd. in Singapore; PGIM (Australia) Pty Ltd in Australia; PGIM Luxembourg S.A., and PGIM Real Estate Germany AG in Germany. For
more information, please visit pgimrealestate.com.

GENERAL/CONFLICTS OF INTEREST

These materials represent the views, opinions and recommendations of the author(s) regarding the economic conditions, asset classes, securities, issuers or financial instruments referenced herein. Distribution of
this information to any person other than the person to whom it was originally delivered and to such person’s advisers is unauthorized, and any reproduction of these materials, in whole or in part, or the divulgence
of any of the contents hereof, without prior consent of PGIM Real Estate is prohibited. Certain information contained herein has been obtained from sources that PGIM Real Estate believes to be reliable as of the
date presented; however, PGIM Real Estate cannot guarantee the accuracy of such information, assure its completeness, or warrant such information will not be changed. The information contained herein is
current as of the date of issuance (or such earlier date as referenced herein) and is subject to change without notice. PGIM Real Estate has no obligation to update any or all of such information; nor do we make
any express or implied warranties or representations as to the completeness or accuracy or accept responsibility for errors.
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IMPORTANT INFORMATION (CONTINUED) @ PGIM REAL ESTATE

These materials are not intended as an offer or solicitation with respect to the purchase or sale of any security or other financial instrument or any investment management services and should not
be used as the basis for any investment decision. Past performance is no guarantee or reliable indicator of future results. No liability whatsoever is accepted for any loss (whether direct, indirect,
or consequential) that may arise from any use of the information contained in or derived from this report. PGIM Real Estate and its affiliates may make investment decisions that are inconsistent
with the recommendations or views expressed herein, including for proprietary accounts of PGIM Real Estate or its affiliates.

The opinions and recommendations herein do not take into account individual client circumstances, objectives, or needs and are not intended as recommendations of particular securities, financial instruments or
strategies to particular clients or prospects. No determination has been made regarding the suitability of any securities, financial instruments or strategies for particular clients or prospects. For any securities or
financial instruments mentioned herein, the recipient(s) of this report must make its own independent decisions.

Conflicts of Interest: Key research team staff may be participating voting members of certain PGIM Real Estate fund and/or product investment committees with respect to decisions made on underlying
investments or transactions. In addition, research personnel may receive incentive compensation based upon the overall performance of the organization itself and certain investment funds or products. At the date
of issue, PGIM Real Estate and/or affiliates may be buying, selling, or holding significant positions in real estate, including publicly traded real estate securities. PGIM Real Estate affiliates may develop and publish
research that is independent of, and different than, the recommendations contained herein. PGIM Real Estate personnel other than the author(s), such as sales, marketing and trading personnel, may provide oral
or written market commentary or ideas to PGIM Real Estate’s clients or prospects or proprietary investment ideas that differ from the views expressed herein. Additional information regarding actual and potential
conflicts of interest is available in Part 2 of PGIM’s Form ADV.

INFORMATIONAL PURPOSES

These materials are for informational or educational purposes. In providing these materials, PGIM (i) is not acting as your fiduciary and is not giving advice in a fiduciary capacity and (ii) is not
undertaking to provide impartial investment advice as PGIM will receive compensation for its investment management services.

These materials do not take into account the investment objectives or financial situation of any client or prospective clients. Clients seeking information regarding their particular investment needs should contact
their financial professional.

The information contained herein is provided on the basis and subject to the explanations, caveats and warnings set out in this notice and elsewhere herein. Any discussion of risk management is intended to
describe PGIM Real Estate’s efforts to monitor and manage risk but does not imply low risk.

These materials do not purport to provide any legal, tax or accounting advice. These materials are not intended for distribution to or use by any person in any jurisdiction where such distribution would be contrary
to local law or regulation.
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