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Overview

Current logistics real estate operating conditions reflect demand justified by industry trends over the last 18 months,
including increased e-commerce penetration, nearshoring, and overall disruptions in supply chains. For their part,
developers accelerate the start of projects to balance the market to take advantage of demand trends in a context in which
replacement costs increased between 25%-30% and rents 10% in 2021. As cyclical economic conditions stabilize, the main
risks on the consumption side to monitor that may affect logistics operations are the slowdown in economic growth and the
effects of inflation on consumers’ confidence. The variants of COVID-19 and the political environment represent limited
risks for economic activity.

The prospects for the first half of the year lay the groundwork for supply to reach record levels, thus balancing the market. During the second half of
2021, 16.5 million square feet of development broke ground. The Mexican market had not experienced such a vast pipeline since the first half of 2018.

Most of the recently started projects are build-to-suit (BTS), which reflects the urgency of the demand to start operating new logistics spaces without the
need to compete against the market in an environment of higher rents and vacancies close to zero in certain regions.

Exhibit 1
DEVELOPMENT STARTS, MEXICO
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Source: CBRE, Solili, and Prologis Research.

Fundamentals justify still robust demand in 2022. Although absorption would hardly match its pace in 2021, we project a 27.2 million square feet
demand in the main markets, the second-highest figure in our registry. Thus, the general vacancy in the markets will have a healthy dynamic, increasing
slightly to levels of 2%, derived from the delivery of projects currently under development. The elements that will continue to be decisive factors to
maintain a dynamic environment are:

1. Pronounced supply barriers in border markets (mainly Tijuana and Juarez), with land and access to energy being the most significant barriers.
Meanwhile, Mexico City will continue to define its dynamics in the scarcity of land before the toll booth and look for even more infill properties to cover
higher logistics service standards.

2. Continuation and consolidation of trends that will lead to more tenants and higher inventory levels.

e As for nearshoring, most Chinese and U.S. companies will continue to seek to shorten their supply chains in border markets to reduce risks.
Approximately 30% of the demand in manufacturing in 2021 came from this trend, and the average transaction increased to +260k square
feet.

e Meanwhile, it is estimated that e-commerce will continue to increase its penetration (~12.5% 2022e) thanks to the adoption of omnichannel
sales. E-commerce operation demands 3x the inventory of a brick-and-mortar (Internet retailer, 2021). On the other hand, the broader service
levels (e.g., same-day delivery, reverse logistics) require strategically located buildings to facilitate their operation.

3. Justified by high occupancy, the market rents will seek to relieve pressure on development margins derived from increased replacement costs. We
expect rental growth of 9% on average for 2022, with Mexico City being the most benefited market with an expected rental increase of ~12%.
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Exhibit 2
FIBRA PROLOGIS COMPETITIVE ENVIRONMENT: DEMAND AND SUPPLY
(Million square feet, %)
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Source: CBRE, NAI, Prologis Research.

Fundamentals remain robust despite a slowing-down economic cycle. In recent months, economic growth expectations have moderated derived
from the global inflationary environment and the rate hike cycle. The market expects inflation to remain above the central bank's target range.
The central bank will continue to normalize rates, leading to expected neutral or slightly negative real growth in 2022.

Exhibit 3 Exhibit 4
REAL GDP GROWTH: FORECASTED '22 VS ACTUAL EXPECTED INFLATION AND EXPECTED TARGET RATE ‘22
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The effects on the sector of a high target rate level are a higher cost of leverage for projects under development and a lower spread against cap rates,
which have compressed in light of challenging supply barriers and higher replacement costs. These factors may deter non-industrial competitors to some
extent; however, the fundamentals remain highly attractive to new entrants.

Rent growth and asset appreciation in Mexico are positive but lag in other markets. Market rent has surpassed its pre-pandemic levels, increasing
10% in 2021 and strengthening dynamics in locations with links to U.S. supply chain disruptions. In terms of asset value per square foot, asset appreciation
was 13%. The comparison of the increase in rents (20%) and valuations (42%) against the U.S. suggests significant room for revaluation and, therefore,
compression of the cap rates in Mexico.
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Exhibit 5 Exhibit 6
CAP RATE COMPRESSION: COMPARISSON CLASS A ASKING RATES, MARKET
(%) (US$/SF/YEAR)
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Despite the expected increase in supply, there are no looming risks in occupancy and rents. The last 12-month net absorption in major markets
exceeded completions; however, completions in 2022 are expected to exceed demand in some markets. This dynamic is healthy since vacancy remains
at historically low levels.

The fundamentals in the different markets have recovered compared to 2020, approaching a stabilization of the operating cycle. A few factors
to consider:

e  Mexico City shows a renewed capacity for expansion. There are more tenants than available properties, which may attract new investments

e  Tijuana is sold-out with a vacancy of 0.02% within the competitive environment. It is a landlord market with the capacity to continue increasing rents
e InJuarez, the expansion capacity is vast due to increased rent in SPEC developments.

e Monterrey shows no signs of decrease in demand compared to 2021

e  Guadalajara shows few developments starts and a third of them pre-leased

e  Reynosa has little supply of industrial buildings. There are more tenants than available properties

Exhibit 7
FUNDAMENTAL OPERATING CYCLE, MEXICO
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Forward-Looking Statements

This material should not be construed as an offer to sell or the
solicitation of an offer to buy any security. We are not soliciting any
action based on this material. It is for the general information of
customers of Prologis.

This report is based, in part, on public information that we consider
reliable, but we do not represent that it is accurate or complete, and it
should not be relied on as such. No representation is given with respect
to the accuracy or completeness of the information herein. Our current
opinions are expressed as of the date appearing on this report only.
Prologis disclaims any and all liability relating to this report, including,
without limitation, any express or implied representations or warranties
for statements or errors contained in or omissions from this report.

Any estimates, projections, or predictions given in this report are
intended to be forward-looking statements. Although we believe that
the expectations in such forward-looking statements are reasonable,
we can give no assurance that any forward-looking statements will
prove to be correct. Such estimates are subject to actual known and
unknown risks, uncertainties, and other factors that could cause
actualresults to differ materially from those projected. These forward-
looking statements speak only as of the date of this report. We
expressly disclaim any obligation or undertaking to update or revise
any forward-looking statement contained herein to reflect any change
in our expectations or any change in circumstances upon which such
statement is based.

No part of this material may be (i) copied, photocopied, or duplicated
in any form by any means or (ii) redistributed without the prior written
consent of Prologis.

Fibra Prologis

Paseo de los Tamarindos 90 Torre 2 Piso 22
Bosques de las Lomas
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About Prologis Research

Prologis' in-house Research division studies fundamental and
investment trends and Prologis' customers' needs to assist in identifying
opportunities and avoiding risk across four continents. The team
contributes to investment decisions and long-term strategic initiatives,
in addition to publishing white papers and other research reports.
Prologis publishes research on the market dynamics impacting

Prologis' customers' businesses, including global supply chain

issues and developments in the logistics and real estate industries.
Prologis' dedicated research team works collaboratively with all
company departments to help guide Prologis' market entry, expansion,
acquisition, and development strategies.

About FIBRA Prologis

FIBRA Prologis is a leading owner and operator of Class-A industrial
real estate in Mexico. As of December 31, 2021, FIBRA Prologis was
comprised of 225 logistics and manufacturing facilities in six industrial
markets in Mexico, totaling 42.7 million square feet (3.97 million
square meters) of gross rentable area.
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