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U.S. Employment Changes

Reflecting Growth of Industrial CRE

The industrial sector has been performing well in recent years,
with a near record-low vacancy rate of 4.0% and rent increases
of 11.1% in 2022 and 27.1% since the start of the pandemic.'" To
identify potential areas of future industrial demand, we analyze
growth trends in major employment sectors, including Transpor-

tation and Warehousing, Manufacturing, and Wholesale Trade.

The US job market and economy have undergone significant
changes since the Global Financial Crisis (GFC), with additional
notable differences between pre- and post-Covid labor markets.
Transportation and Warehousing experienced the largest ex-
pansion, with a 49.3% increase in workers since 2007 and 16.1%
since early 2020. While jobs in Manufacturing declined by 6.9%
on an overall basis between 2007 and 2023, non-durable goods
manufacturing jobs increased by 2.2% since the pandemic, re-
flecting the need to on-shore vital manufacturing. Wholesale
Trade is closely linked to business cycles and has experienced
only moderate growth since hefore the GFC, but some markets

have performed better, driven in part by demographics.
Examining the long-term growth of these job sectors can serve

as a guide for potential investment opportunities. This article

explores the changes in these sectors.
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Transportation and Warehousing

According to the U.S. Bureau of Labor Statistics (BLS), the Transportation
and Warehousing (TW) sector includes “industries providing transportation
of passengers and cargo, warehousing and storage for goods, scenic and
sightseeing transportation, and support activities related to modes of
transportation. Establishments in these industries use transportation equipment
or transportation related facilities as a productive asset. The type of equipment
depends on the mode of transportation. The modes of transportation are air, rail,
water, road, and pipeline.”

Over the last three decades, this sector has become an essential driver of
economic growth, representing 6.7 million workers and 4.3% of all jobs in 2023,
up from 3.8% in early 2020 and 3.3% in 2007. The Covid-19 pandemic led to
increased demand for e-commerce goods, resulting in significant growth in
TW employment.

Jobs in Transportation and Warehousing Over Past 30 Years

(thousands of workers, not seasonally adjusted)




Transportation and Warehousing Employment Pre-GFC, Pre-Covid and Now

The Inland Empire and Lehigh Valley, PA, have seen the most considerable
growth in TW jobs since 2007, with 232% and 177%,? respectively, and are
major logistics hubs on the West and East Coasts. This is also reflected in their
TW Location Quotients (LQ)s® which are 2.82 and 2.34, respectively, the highest
and second highest in the U.S. In Inland Empire, 12.2% of the total workforce is
employed in the TW sector, up from 9.6% in early 2020 and 4.8% in 2007.

Las Vegas is the third fastest-growing TW market since early 2020, with a
growth rate of 33.4%. It has emerged as an alternative hub for warehouse and
transportation activities, catering to demand from the local area, as well as
markets further east from expensive Inland Empire and Los Angeles. The TW
LQ in Las Vegas is 1.39, up from 1.09 in 2007. Other markets with high TW LQs
include Columbus (1.84), Indianapolis (1.78), Cincinnati (1.40), and Atlanta (1.38).
Omaha, NE and Honolulu are the only markets where TW jobs have declined
since 2007, down 16.9% and 2.6%, respectively.

Oxford Economics forecasts that Honolulu, Inland Empire, Austin, Orlando,
and New Orleans will experience the most significant growth in utilities,
transpartation, and warehousing jobs over the next three years. However, some
municipalities in Southern California have imposed construction moratoriums
on logistics development due to concerns about worsening truck traffic and its
health impacts, which could impact potential growth in TW jobs. Additianally,
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a coalition of over 60 environmental, labor, community, and academic groups is
calling for a moratorium of up to two years on new warehouse development,
citing concerns about public health emergencies.* Austin and Orlando are
expected to remain above-average growth markets. At the same time,
Honolulu and New Orleans are forecasted to experience some level of
employment recovery, including in TW, which was hit aver the past three years.

Durable Goods Manufacturing

According to the BLS, manufacturing employment includes “mechanical,
physical, or chemical transformation of materials, substances, or components
into new products. Establishments in the manufacturing sector are often
described as plants, factories, or mills and characteristically use power-driven
machines and materials-handling equipment.” Durable goods manufacturing
would specifically pertain to the manufacturing of goods with a useful life of
three years or more.

Unlike TW, employment in manufacturing has decreased over the past three
decades. After a slow increase in employment in the 1990s, durable goods
manufacturing suffered a loss of two million jobs during the 2001 recession
and a further two million during the GFC. The hardest hit industries were those
involved in fabricated metals, machinery, computer, and electrical products,
which experienced competition from overseas.



Jobs in Durable Goods Manufacturing Over Past 30 Years

(thousands of workers, not seasonally adjusted)

Since reaching a trough in 2010, however, durable goods manufacturing
employment has experienced consistent growth in the decade leading up to
the pandemic, up 16.9% from February 2010 to June 2019. During the pandemic,
manufacturing was greatly affected by lockdown orders and workplace safety
regulations. Still, durable goods manufacturing employment recovered to pre-
pandemic levels in December 2022, continuing the upward trend since 2010.

This trend of slow but consistent gains in manufacturing jobs is supported
by a general trend toward deglobalization and re-shoring initiatives among
some manufacturers interested in developing more resilient supply chains.
Importantly, these re-shoring efforts do not represent any wholesale shift in
employment, and for certain industries, jobs will likely remain predominately
overseas. Nonetheless, these small changes could have significant impacts on
US markets where manufacturing jobs are concentrated.

The CHIPS and Science Act of 2022, which directs $280 billion in spending
over the next ten years, incentivizes re-shoring of chip manufacturing to the
U.S.® Phoenix, Austin, and Columbus are metros that are benefitting from this
type of re-shoring.

Top 20 Markets + U.S.

Markets with the greatest growth in durable goods manufacturing jobs relative
to pre-GFC include Reno, NV (103.5%), Charleston, SC (42.2%), San Antonio
(31.6%), Louisville, KY (19.2%), Orlando (11.7%), Grand Rapids (11.4%), and
Raleigh (10.4%). Over the most recent 3-year period, manufacturing jobs in Reno
and Austin have grown an incredible 18.1% and 14.0%, respectively.

Reno has recently benefited from manufacturing employment gains due partly
to Tesla's Gigafactory Nevada. This facility began its multi-phase construction
in 2014, producing lithium-ion batteries and electric vehicles. The facility is 20
miles east of downtown Reno, occupying over 5 million SF and employing 3,000
waorkers as of 20187

The Orlando metro area includes the city of Kissimmee, Florida, which has
emerged as a hub for semi-conductor research and manufacturing. NeoCity, a
500-acre tech hub located in Kissimmee, recently won a $51 million federal grant
to expand Neovation, a lab that manufactures semi-conductors.® Charleston,
SC, has been growing its manufacturing status in the southeast U.S., with
significant manufacturing presences of Boeing and BMW engaged in aviation
and automobile manufacturing.?

Markets with the highest durable goods manufacturing job location quotients
(LQs) as of February 2023 include Grand Rapids (LQ of 2.70), Detroit (1.95),
Milwaukee (1.72), and Louisville (1.66).

Bottom 20 Markets + U.S.

Some of the markets where the number of manufacturing jobs has declined
since 2007 can be found in the Midwest and Northeast. Rust Belt markets like
Rochester, New Haven, Bridgeport/Stamford, Dayton, and Pittsburgh, whose
manufacturing heydays have since passed, have had manufacturing sectors that
have lost mare than 16% of their workers over the past 16 years. The durable
goods manufacturing industry was severely hit by Covid in some markets, worst
of them New Orleans and Honolulu, which has yet to recover, down 43.6% and
32.4% from 2020 to 2023, respectively.

Durable Goods Manufacturing Employment Pre-GFC, Pre-Covid and Now
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Durable Goods Manufacturing Employment Pre-GFC, Pre-Covid and Now

Non-Durable Goods Manufacturing — Re-shoring is Real

As opposed to durable goods, non-durable goods manufacturing specifically refers to
the manufacturing of goods with a useful life of fess than three years. Like durable
goods, employment in the non-durable goods manufacturing sector has declined
over the past 30 years. Relative to durable goods, the decline in non-durable goods
manufacturing jobs was steadier starting in the 1990s, accelerating only slightly during
the Dat Com bust and GFC. Non-durable goods manufacturing jobs that were hardest
hit over the past few decades include those in the apparel and textile industries.

Jobs in Non-Durable Goods Manufacturing Over Past 30 Years

(thousands of workers, not seasonally adjusted)

Since reaching a trough in 2012, however, non-durable goods manufacturing
employment has experienced consistent growth in the decade leading up to the
pandemic, up 10.2% from February 2012 to August 2019. During the pandemic, the
manufacturing sector was severely impacted by lockdown orders and workplace
safety rules affecting density within manufacturing facilities. In May 2022,
the non-durable goods manufacturing sector recovered to its pre-pandemic
employment level and returned to the upward trend that began in 2012.

Non-durable goods manufacturing has been responsible for most of the
manufacturing economic growth since the 1990s, with an increase of $127 billion
or 14.3%, compared to $31.1 billion or 2.4% from durable goods manufacturing
from 1997 to 2019."% The pandemic revealed the country’s shortage of vital
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products, resulting in a realization that some items should be re-shored for
national security reasons. This trend has been supported by the general shift
towards deglobalization and re-shoring initiatives, accelerated by the pandemic,
with over 1,800 companies re-sharing their production in 2021.™

Although this re-shoring effort does not represent a wholesale shift in employment,
it has had meaningful impacts on the U.S. markets where manufacturing jobs are
concentrated. While most jobs will likely remain overseas, small shifts on the
margins can have a significant effect.

Top 20 Markets + U.S.

Markets with the greatest growth in non-durable goods manufacturing jobs
relative to pre-GFC include Phoenix (48.1%), Las Vegas (43.0%), Boise, ID (35.9%),
Orlando (32.3%), San Diego (30.0%), and Omaha (21.8%). Phoenix has attracted
manufacturing due to its lower cost and labor force capable of supporting a growing
manufacturing sector.

Over the most recent 3-year period, growth in non-durable goods manufacturing jobs
in certain markets have far exceeded the national growth rate of 2.2%, including Las
Vegas (16.7%), Salt Lake City (14.9%), Phoenix (14.0%), San Antonio (10.4%), and
Raleigh (10.1%).

Markets with the highest non-durable goods manufacturing job LQs as of February
2023 include Greensboro, NC (LQ of 1.90), Grand Rapids (1.86), Omaha (1.53), and
Baton Rouge (1.48). Grand Rapids has the one of the highest LQs in the country
for both durable and non-durable goods manufacturing jobs. Non-durable goods
manufacturing in Grand Rapids comes in the form of agriculture and food and
beverage manufacturing, where several sizeable multinational food businesses have
operations, including Nestle, Coca-Cola, and the Kellogg Company.'?

Bottom 20 Markets + U.S.

Non-durable goods manufacturing jobs have fallen 4.0% nationwide since 2007 but
have since risen 2.2% relative to pre-Covid. Markets like Los Angeles, Rochester, NY,
Greensboro, NC, Baltimare, San Jose, and Memphis have seen the greatest declines
of more than 20%. Honolulu have seen the greatest decline from pre-Covid, down
more than 12% in the 3-year period 2020 to 2023.



Non-Durable Goods Manufacturing Employment Pre-GFC, Pre-Covid and Now

Non-Durable Goods Manufacturing Employment Pre-GFC, Pre-Covid and Now

Wholesale Trade

The Wholesale Trade sector comprises establishments engaged in wholesaling
merchandise. According to the BLS definition, “wholesalers sell merchandise to ather
businesses and normally operate from a warehouse or office. These warehouses and
offices are characterized by having little or no display of merchandise”. Goods involved
in Wholesale Trade includes the outputs of agriculture, mining, manufacturing, and
certain information industries, such as publishing.

Because employment in this super-sector is so closely tied to business activity,
employment is also correlated with the peaks and troughs of business cycles.
Wholesale Trade jobs fell by 11% in the wake of the GFC. In the 16-year period from
February 2007 to February 2023, the sector is up only 2.5%. From 2020 to 2023, the
sector is up 2.6%, indicating it fully recovered and surpassed the pre-pandemic level.
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Jobs in Wholesale Trade Over Past 30 Years

(thousands of workers, not seasonally adjusted)




Top 20 Markets + U.S.

Markets that have seen the greatest growth in the Wholesale Trade employment
sector include areas with accelerated population growth, including Austin, Boise,
McAllen, Grand Rapids, Nashville, and Dallas, with growth between 33% and 68%
between February 2007 and February 2023. This growth has accelerated since the
pandemic in markets like Boise, which became attractive to remote workers and
those fleeing more expensive Pacific Coast markets. From 2020 to 2023, double-digit
growth was experienced in Austin, Boise, Sarasota, Charleston, Nashville, Phoenix,
Dallas, Savannah, Tampa, Orlando, Knoxville, Fort Myers, and Salt Lake City.

Bottom 20 Markets + U.S.
Markets that have seen the greatest decrease from pre-GFC to 2023 in
Wholesale Trade employment include some large urban markets like New York,

the Bay Area (San Francisco and San Jose metro areas), and other small metros
in the Midwestern and Northern markets with Rust Belt characteristics. Many
of these markets have declining or stagnant populations. Many of these same
markets have also performed poorly relative to pre-Covid, early 2020 to 2023,
including large urban areas like San Francisco, New York, and Los Angeles.

Although Wholesale Retail and Retail Trade are sometimes combined in
data from the BLS, these two sub-sectors pose materially different effects
on commercial real estate. Wholesale Trade is conducted primarily out of
warehouse and logistics space. This means a higher concentration of these
jobs in a particular market could represent greater demand for logistics space.
Markets with the highest Wholesale Trade LQs include Grand Rapids (1.57),
Greensboro, NC (1.47), Dallas (1.43), Mempbhis (1.43), and Miami (1.40).

Wholesale Trade Employment Pre-GFC, Pre-Covid and Now

Wholesale Trade Employment Pre-GFC, Pre-Covid and Now
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Disclosures

NYL Investors LLC: The information presented has been prepared by Real
Estate Investors for informational purposes only and sets forth our views as
of this date. The underlying assumptions and our views are subject to change.
This does not constitute investment advice and should not be used as a basis
for any investment decision. There is no guarantee that market expectation will
be achieved.

The comments, opinions, and estimates contained herein are based on and/
or derived from publicly available information from sources that Real Estate
Investors believes to be reliable. We do not guarantee the accuracy of such
sources or information.

Real Estate Investors is an investment group within NYL Investors LLC. NYL
Investors LLC (“NYL Investors”) is a direct wholly-owned subsidiary of New York
Life Insurance Company. NYL Investors is comprised of the following investment
groups: (i) Fixed Income Investors, (ii) Private Capital Investors and (iii) Real
Estate Investors.

NYL Investors is not registered in every jurisdiction and their products or services
of are not available, and materials relating to them will not be distributed, to any
person domiciled in any jurisdiction or region where such distribution would be
contrary to local law or regulation.

NYL Investors affiliates may develop and publish research that is independent
of, and different than, the views expressed.

CoStar Realty Information, Inc.: The forward-looking information prepared
by CoStar Realty Information, Inc. (“Licensor”) and presented herein is based on
information from public and proprietary sources, as well as various assumptions
concerning future events that are uncertain and subject to change without
notice. Actual results and events may differ materially from those expressed
or implied by the Licensor data presented. All Licensor data contained herein
speaks only as of the date referenced, may have materially changed since such
date, and is provided “as is” with no guarantee or warranty of any kind. Licensor
has no obligation to update any of the Licensor data contained herein. None
of the Licensor data contained herein should be construed as investment, tax,
accounting or legal advice.
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Markets for which there is data.

Alocation quotient (LQ) is an analytical statistic that measures a region’s industrial specialization
relative to a larger geographic unit (usually the nation). A LQ is computed as a) an industry's share
some economic statistic (earnings, GDP by metropolitan area, employment, etc.) at a local level,
divided by b) the industry’s share of the same statistic at the national level. For example, a LQ of 1.0
in mining at a regional level means that the region and the nation are equally specialized in mining;
while a LQ of 1.8 means that the region has a higher concentration in mining than the nation.
Source for this definition is the U.S. Department of Commerce.
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