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Company Overview

Operating Segments

Exec. Summary

The largest Industrial REIT focused on leasing logistics to 

customers and operating in high-growth, high-barrier to 

entry markets.

Owns and operates about 5,495 buildings in 19 

countries across North America, Latin America, Europe, 

and Asia, serving businesses that require speedy “last-

mile” delivery.

Real Estate Operations: Collecting 

rent from customers through operating 

leases

Strategic Capital: Partnering with 

investors through private equity or joint 

ventures

Exhibit 2: Historical Performance

Exhibit 1: Major Tenants
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Balance Sheet

Debt/EBITDA: 

4.3x

EPS: $4.25
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(2.85%)

FFO Payout 

Ratio: 63%

3PL              Retailer        Wholesaler  Manufacturing  Transportation

C
u

st
o

m
er

 e
xa

m
p

le
s

*19% of NER from top 20 customers

Only Industrial REIT that uses a customized, built-to-suit 

model
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Current Trends

Exhibit 4: Industrial Production Index (IPI)

Industry View

Exhibit 3: U.S. Space Utilization

*in %

West Coast/

California

Sunbelt region and Inland Empire are the biggest hubs in 

the U.S. due to low development costs near freeways, 

railways, and the busy Port of Los Angeles.

Southeast Coast

Congestion along the West Coast precipitated demand 

for the Southeast region. Charleston, Savannah, and 

Jacksonville have been magnets for e-commerce.

Europe

Investment volumes are above the 5-year average due to 

Germany housing the most globally active freight 

forwarding businesses and Poland’s gateway between 

continents.

Major Markets

Construction: REITs are highly capital intensive and external 

financing is essential to growth

Applications: Use of visibility technologies such as camera 

sensors, RFID, AI, and Bluetooth tags to track inventories 

Absorption: International trade and e-commerce drove 

absorption of 53.8 million sq ft in Q1 (up the average quarterly 

expansion in seven years)
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Utilization rate in February of 85.8% 
(functional ceiling is 86-87%)
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Investment 
Thesis

E-Commerce Growth

Online sales surged and continue to remain above pre-
pandemic levels due to tailwinds from customer demand for 
quicker deliveries and shorter lead times

Low Vacancy

With inventory system transitions and limited warehouse 
expansions, industrial vacancy rates have hit an all-time low 
causing increased competition for space

Market Rent Escalation

High utilization and strong earnings allow for pricing power 
and consistent rent escalations to match the even higher 
market average rent

Thesis
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Attractive Geographic Diversity

Future of Retail

Exhibit 6: An Overweight in Markets that Matter Most

Exhibit 5: E-Commerce Sales Penetration

Catalysts

Fueled by the pandemic, e-commerce sales are expected to increase 

at a 14% CAGR to 2027 and 1% in sales penetration to 2025

Source: Investor Relations

* As a percent of goods sold 

1. Consumers demand what e-commerce offers: convenience 

and choice

2. Buildout of supply chains increases sales by providing a more 

uniform service level

a. More than 90% of consumers expect delivery in three days 

or less, 30% same day

3. The pandemic caused several stores to go out of business 

limiting retail options

a. Net U.S. store closings totaled 6,200 from 2020 to 2021

Emphasis on the development of logistics real estate in high-growth, 

high-barrier to entry regions as slowdowns raise competition

Coastal Demand: One of Prologis' bigger markets in Portland 

Oregon is seeing a surge in demand for mini warehouse facilities 

due to its central location near waterways

Growth in E-Commerce

Source: Bloomberg

Globally: UK is one of largest industrial markets due to its central 

location and PLD is heavily prominent there. Year-end vacancy 

was at its lowest coupled with replacement costs accelerated by 

the Russo-Ukraine War pushed rents higher up

Location is Key: Benefits of operating in coastal markets such as 

South Bay, CA or New York, NY is the extremely low vacancy levels
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Occupancy High as Retention Remains Strong

Lowest Vacancy Rate in Years

Catalysts

Exhibit 8: Occupancy Rising Independent of E-commerce

Exhibit 7: Inventory Resiliency (inventories-to-sales ratio)

Inventories have grown but are still far from being planned for sales or 

resilience. In the past six months, inventory was up 7% on a net basis for 

wholesale and retail. Inventory still lags behind sales.

Region Q1 23 Change Y/Y

U.S. 3.9% 10 bp

Europe 2.7% Flat

18.1% 22.6% 20.3% 16.0% 21.2% 24.5% 24.8%
13.6%

81.9% 77.4% 79.7% 84.0% 78.8% 75.5% 75.2%
86.4%

2015 2016 2017 2018 2019 2020 2021 2022

E-Commerce Leasing Total Other Leasing

96.9% 97.1% 97.2% 97.5%
96.5% 96.2%

97.7%
98.2%

Period End Occupancy Growth

One-of-a-kind 
business structure 
allowing tenants to 

choose scale, design, 
and flexibility

YTD, the average 
occupancy rate 

across all Prologis’ 
warehouses is 98.0%

In Q1, the retention 
level was 82.4%, up 
from 76.4% in the 

prior quarter
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2019 Average Ratio

Pre-pandemic level
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New normal

Low Vacancy suggests higher demand for space and power to raise rent

Low Vacancy Rates
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Look for Big Rent Increases 

Rent Price Under Industry Average

Exhibit 10: Supply & Demand Dynamic Supports Rent Growth

Exhibit 9: Lease Mark-to-Market (MTM)

Rent: A Portion of Tenant Supply Chain Costs

Catalysts

As inflation rises, rising construction prices translates into higher rents 

and Prologis is positioned to profit. Rent is forecasted to grow 10% in 

U.S. and 9% globally from now to year end 2023.

Catalysts

45-55 
Transportation

25-30 
Labor

20-25 
Inventory 
Costs

Rent ~ 5

Average Distribution of Supply 
Chain Costs fort Tenants : Every 

% of cost savings in 
transportation and labor equates 
to ~ 15% increased capacity for 

rent

Source: Bloomberg
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(in %)
Mark-to-Market indicates the difference
between current in place net effective 
rent compared to the market divided by 
the current in place net effective rent.
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Current TMOS is 25 months 
whereas the historical 
average is 31. Anything < 50 
months coincides with 
positive rent growth.

TMOS (Months)

• True Months Supply (TMOS) which compares current vacancies plus 

the development pipeline to trailing net absorption, remains well below 

the 36-month average

• Current average mark-to-market is 56% in all operating regions = 

when a lease expires, rental rates will rise to match the market 

• Net effective rent (NER), headline rents adjusted for free rent, change 

on signings is 65.9% YTD 

Rent Escalation

A raise in rents would only account 
for a small portion of total 

expenses
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Valuation Weight

Sensitivity Analysis

Exhibit 11: Football Field 
D
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Target: $140.09

Valuation

Comps

MM

NAV

DDM

Comps 30%

MM 30%

NAV 20%

DDM 20%

 -  50.00  100.00  150.00  200.00  250.00  300.00  350.00
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Increased construction costs for 

expansions could compress yields

Macro environment causes materially 

lower warehouse demand

Higher vacancy leads to lower than 

anticipated market rent growth

Halts in construction, regulatory 

barriers, and land scarcity will force 

competition among tenants 

Stable revenue and Strategic Capital 

segment investments offers financial 

safety

Normalization in the pace of rent 

growth can be offset by e-commerce 

growth and supply chain 

reconfiguration 

Probability

Probability

S
e

v
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ri
ty

S
e

v
e

ri
ty

Probability
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Risks
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Conclusion

Future Outlook

2022 was year of record rent growth and strong fundamentals continue 

in 2023.

Continued growth in E-Commerce produces demand for warehouses in 

coastal and non-coastal regions. Increased competition for vacant space 

due to land scarcity and inventory system developments drives long-

term growth.

Coupled with significant mark-to-market rent escalation, Prologis is 

positioned for success in 2023 despite macro uncertainty.  

We believe that PLD is trading at a discounted price and will be a 

diverse addition to our portfolio.

Price:

$124.88

Target:

$140.09

Upside:
12%

Conclusion
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Appendix A: Income Statement
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Appendix B: Balance Sheet
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Appendix C: Statement of Cash Flows
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Appendix C: Statement of Cash Flows pt.2



Exec. Summary Risk ConclusionIndustry View Thesis ValuationCatalysts

B
in

gh
am

to
n

 In
ve

st
m

en
t 

Fu
n

d
   

  R
ea

l E
st

at
e

Appendix D: Revenue Build
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Appendix E: Net Working Capital & Capital Expenditure Projections
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Appendix F: WACC
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Appendix H: Discounted Cash Flow
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Appendix I: DDM
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Appendix J: NAV
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Appendix K: Comparable Companies Analysis
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Appendix M: Geographic Diversity

Source: Investor Relations/ 10-K
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Appendix N: Construction Costs ~ Higher Rent

Source: Investor Relations



Exec. Summary Risk ConclusionIndustry View Thesis ValuationCatalysts

B
in

gh
am

to
n

 In
ve

st
m

en
t 

Fu
n

d
   

  R
ea

l E
st

at
e

Appendix N: Supporting Market Rent Escalation

Source: Investor Relations

Source: Investor Relations
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