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Texas employment growth on a year-over-year (YOY) basis, while slowing, continues to outpace
expectations and long-term trends across industries and the big four Metropolitan Statistical
Areas (MSAs).

Monthly employment has moderated some, and YOY results are expected to moderate further
through 2023, moving closer to long-term trends.

Office vacancy remains generally elevated across the major MSAs and continues to rise in all but
Houston. In Austin, ongoing delivery of the current square footage under construction (5.6
percent of existing inventory) will increase pressure on vacancy. The eventual strength of work-
from-home, hybrid-work, and corporate real estate rearrangement will remain a wild card for
the midterm in all office markets.

Class A apartment vacancies remain subdued across Texas markets but have continued their
recent upward trend. Continued population growth and work-from-home demand pressures will
continue to place downward pressure on vacancy increases. On the other hand, the last two
years of unusually high permitted unit volume will continue to come online.



key employment trends
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*  Total employment growth in the Austin MSA has returned to pre-COVID rates. Slowdowns in
growth are evident in the core information and professional and business services subsectors.

. Short-term employment growth is below pre-COVID trends, but growth is expected to return to
those levels in the mid-term.

. Office vacancy remains elevated, is rising, and continues to receive upward pressure from the
shakeout from work-from-home/hybrid work and a large ratio (5.6 percent) of under-

construction projects that will continue delivering over the next few years.

. Overall apartment vacancies have returned to above pre-COVID norms. Despite moderating this
quarter, Class A vacancy rates will likely increase over the next few years due to the large
proportion of units currently under construction relative to total inventory (15.1 percent).
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Current Previous Quarter Previous Year
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Absorption Percent Overall 1.14%
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Austin Metro
Number of Units
Multifamily LMAs (Q1 2023)
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Austin Metro
Average Effective Rent / SF
Class A Multifamily LMAs (Q1 2023)
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Local Market Area (LMA) Definitions

Austin Metro
Average Effective Rent / SF
Multifamily LMAs (Q1 2023)
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Vacancy Percent Class A 8.75%
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Austin Metro
Vacancy
Class A Multifamily LMAs (Q1 2023)
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key employment trends
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absorption/construction

Absorption and Delivery Square Footage
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absorption/construction

Previous Quarter
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Absorption and Deliveries as Percent of Inventory
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absorption/construction

Current Previous Quarter

Starts SF Overall 347,206

Net Absorption SF Total Overall 256,997
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Current

Previous Quarter

Starts Percent Overall 0.40%
Under Construction Percent Overall 1.37%
Absorption Percent Overall 0.30%
Deliveries Percent Overall 0.26%
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Local Market Area (LMA) Definitions

Austin Metro
Rentable Building Area
Retail LMAs (Q2 2023)
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key employment trends
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absorption/construction

Absorption and Delivery Square Footage
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Current Previous Quarter Previous Year
Starts Percent Overall 2.25%
Under Construction Percent Overall 11.78%
Absorption Percent Overall 0.81%
Deliveries Percent Overall 1.68%
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Rentable Building Area
Warehouse LMAs (Q3 2022)
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Vacant Percent % Total Overall 6.75%
Availability less Vacancy Overall 8.10%
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TEXAS A&M UNIVERSITY

Total employment in the Dallas-Fort Worth MSA remains strong with growth remaining elevated
above pre-COVID trends.

While remaining above pre-COVID trend YOY, growth rates for the financial and professional and
business services industries have slowed in the past few months.

Long-term employment growth across the economy is expected to moderate toward pre-COVID
rates.

Office vacancy continues to rise, and upward pressure will remain as employers continue to
recalibrate toward a new work-from-home/hybrid work environment. Many of these responses
and their extent are still unclear. Alternatively, moderate construction activity along with
expectations of continued economic growth will put downward pressure on office vacancies.

Class A apartment vacancies remain lower than pre-COVID but have rebounded from last year’s
lows. Overall vacancy has returned to roughly the same level seen just before COVID. The level of
units under construction relative to the market inventory has increased from pre-COVID levels,
suggesting further pressure could be coming in the mid-term.
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key employment trends
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key employment trends
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absorption/construction

Current Previous Quarter Previous Year
Starts Units Overall 8,708
Absorption Units Overall 5,361
Deliveries Units Overall 8,636
Under Construction Units Overall 66,757
| Larger  Smaller

Than Current

Starts Units

12,000
10,000
8,000
6,000
4,000
2,000

0
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

s Overall

TEXAS A&M UNIVERSITY
q?‘ Texas Real Estate Research Center

Absorption and Delivery Units
20,000
15,000
10,000

5,000

S Ooo2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

e Absorption Units === Deliveries Units

Under Construction Units
80,000
60,000
40,000

20,000

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

s Overall

Sources: CoStar, Texas Real Estate Research Center at Texas A&M University



absorption/construction

Previous Year

Current Previous Quarter

Starts Percent Overall 0.92%

Absorption Percent Overall 0.57%

Deliveries Percent Overall 0.92%

Under Construction Percent Overall 7.09%
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DFW Metro
Number of Units
Multifamily LMAs (Q1 2023)
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Current Previous Quarter Previous Year

Effective Rent Per Unit Class A $1,822

Effective Rent Per Unit Overall $1,495

Effective Rent Per SF Class A $1.95

Effective Rent Per SF Overall $1.70
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DFW Metro
Average Effective Rent / SF
Class A Multifamily LMAs (Q1 2023)
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Local Market Area (LMA) Definitions

DFW Metro
Average Effective Rent / SF
Multifamily LMAs (Q1 2023)
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Vacancy
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DFW Metro
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Vacancy
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key employment trends

DFW Financial Activities

DFW Professional and Business Services

TEXAS A&M UNIVERSITY
Texas Real Estate Research Center
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absorption/construction

Absorption and Delivery Square Footage
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absorption/construction

Absorption and Deliveries as Percent of Inventory
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DFW Metro
Rentable Building Area
Office LMAs (Q4 2022)
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Base Rent Class A
Base Rent Overall

Than Current
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DFW Metro
Average Weighted Rent
Class A Office LMAs (Q4 2022)
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DFW Metro
Average Weighted Rent
Office LMAs (Q4 2022)
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Vacant Percent % Total
Vacant Percent % Total
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Local Market Area (LMA) Definitions

DFW Metro

Vacancy
Class A Office LMAs (Q4 2022)
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DFW Metro

Vacancy
Office LMAs (Q4 2022)
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key employment trends
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absorption/construction

Absorption and Delivery Square Footage
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absorption/construction

Current Previous Quarter Previous Year

Starts Percent Overall 0.12%
Under Construction Percent Overall 0.58%
Absorption Percent Overall 0.10%
Deliveries Percent Overall 0.11%
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Than Current
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DFW Metro
Rentable Building Area
Retail LMAs (Q2 2023)
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NNN Rent Overall Overall

TEXAS A&M UNIVERSITY
Texas Real Estate Research Center

Than Current

Current  Previous Quarter
$18.74

Previous Year

$18.00
$17.00
$16.00
$15.00
$14.00
$13.00
$12.00

10%

5%

0%

-5%

-10%

2005

NNN Rent

2007 2009 2011 2013 2015 2017 2019 2021 2023

e Overall

NNN Rent YoY Growth

2007 2009 2013 2015 2017 2019 2021

e Overall

Sources: CoStar, Texas Real Estate Research Center at Texas A&M University

81



DFW Metro
Average Weighted Rent
Retail LMAs (Q2 2023)

3
_Denton = Mch
- L &3 5 s 'l' b "'ey poreae
7 £ m&’
I % ‘“"”"
i F' 1‘ g
Ga nd
4 B t
Mineral wels ‘!IJ Mesquite L

g ¥ }a& r ¥

Average Weighted : Cedarsfip
Rent &3 ' ‘D
I <s° = = o3
I st0-s14 - E]
$14-$18 1 Waxahachie N

Cleburne
Cedi
$18-$22 (@) ) E Ktdep
$22-526 Reservoir

B s26-530
. > s 0 5 10 20 30

Source: Costar, Baylor University. City of Fort Worth, Texas Parks & Wildlife. Esri, HERE, Garmin, SafeGraph, FAO, METINASA, USGS, EPA, NPS, Esri, USGS

Local Market Area (LMA) Definitions




Vacancy
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DFW Metro
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key employment trends
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absorption/construction
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absorption/construction

Previous Year

Current Previous Quarter

Starts Percent Overall 0.79%
Under Construction Percent Overall 5.45%
Absorption Percent Overall 0.14%
Deliveries Percent Overall 1.17%
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DFW Metro
Rentable Building Area
Warehouse LMAs (Q3 2022)
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NNN Rent Overall
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DFW Metro
Vacancy
Warehouse LMAs (Q3 2022)
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Economy
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TEXAS A&M UNIVERSITY

Total Houston employment remains strong with growth elevated above pre-COVID trends. Long-
term employment growth across the economy is expected to moderate toward pre-COVID rates.

Direct oil and gas employment has shown significant recovery from the lows of 2021, but it
remains below pre-COVID levels.

Trade and transportation employment continues to perform well based on movement through
the port as well as retail trade.

Office vacancy increases have leveled off, but continued upward pressure is possible if
employers recalibrate to the new work-from-home/hybrid work environment. These responses
and their extent are still unclear.

Apartment rent YoY growth peaked in fourth quarter 2021 and moderated last year, returning to
more typical levels this year. Steady construction levels assisted by rebounding absorptions
should support occupancy.
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key employment trends
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key employment trends
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key employment trends
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absorption/construction
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absorption/construction

Previous Year

Current Previous Quarter

Starts Percent Overall 0.74%

Absorption Percent Overall 0.51%

Deliveries Percent Overall 0.81%

Under Construction Percent Overall 4.57%
| Larger  Smaller
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Houston Metro
Number of Units
Multifamily LMAs (Q1 2023)
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Current Previous Quarter

Effective Rent Per Unit Class A $1,692

Effective Rent Per Unit Overall $1,286

Effective Rent Per SF Class A $1.76

Effective Rent Per SF Overall $1.44
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Local Market Area (LMA) Definitions

Houston Metro
Average Effective Rent / SF
Class A Multifamily LMAs (Q1 2023)

Avg. Effective
Rent/SF

B sso7s
[ s0.75-51.00

$1.00-51.25
$1.25-$1.50
$1.50-$1.75
[0 $1.75-52.00

- > s200

Sam Houston
National Forest

‘TheWoodIands
R
152
‘
.
4 “Houston
R
r
Sugar Land
Rosenberg o 4
Texas City
_Galveston
&3

Lake Jackson

Bay City

0 5 10 20

Big Thicket
National
Preserve

Miles

Beaumont
o

A

Source: Costar, City of Houston, Texas Parks & Wildlife, CONANP, Esri, HERE, Garmin, FAO, NOAA, USGS, EPA, NPS, Esri, USGS




Local Market Area (LMA) Definitions

Houston Metro
Average Effective Rent / SF
Multifamily LMAs (Q1 2023)
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Current Previous Quarter Previous Year
Vacancy Percent Class A 9.35%
Vacancy Percent Overall 9.45%

Than Current
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Local Market Area (LMA) Definitions

Houston Metro
Vacancy

Multifamily LMAs (Q1 2023)
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key employment trends
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absorption/construction

Absorption and Delivery Square Footage
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Current Previous Quarter
Starts Percent Overall 0.08%
Under Construction Percent Overall 1.16%
Absorption Percent Overall -0.01%
Deliveries Percent Overall 0.11%
| Larger  Smaller
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Starts as Percent of Inventory
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Houston Metro
Rentable Building Area
Office LMAs (Q4 2022)
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Houston Metro
Average Weighted Rent
Class A Office LMAs (Q4 2022)
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Houston Metro
Average Weighted Rent
Office LMAs (Q4 2022)

Sam Houston
National Forest

Big Thicket
National
Preserve

Beaumont
o

Average Weighted Rent

B <51
B s10-515

$25-$30
S0 se Lake jackson A
$35 - 840 _BayCity

845

—— — il
B > 45 0 510 20 30 40

Local Market Area (LMA) Definitions




Vacant Percent % Total Class A
Vacant Percent % Total Overall
Availability less Vacancy Class A
Availability less Vacancy Overall

Than Current
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Local Market Area (LMA) Definitions

Houston Metro
Vacancy
Class A Office LMAs (Q4 2022)
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Office LMAs (Q4 2022)
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key employment trends
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absorption/construction

Current Previous Quarter Previous Year

Starts SF Overall 433,952

Net Absorption SF Total Overall 466,307

Deliveries SF Overall 557,408

Under Construction SF Overall 1,734,910
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absorption/construction

Current Previous Quarter
Starts Percent Overall 0.14%
Under Construction Percent Overall 0.57%
Absorption Percent Overall 0.15%
Deliveries Percent Overall 0.18%
| Larger  Smaller
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Local Market Area (LMA) Definitions

Houston Metro

Rentable Building Area
Retail LMAs (Q2 2023)
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Local Market Area (LMA) Definitions

Houston Metro
Average Weighted Rent
Retail LMAs (Q2 2023)
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Vacancy
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Local Market Area (LMA) Definitions

Houston Metro
Vacancy
Retail LMAs (Q2 2023)
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key employment trends

750 12.0%
g 0,
g 700 80%
S o0
< 650 a0% &
< O
May-23  May-22  Change YoY € 600 0.0%
HOU Trade, Transportation, and Utilities 688,900 660,600 28,300 428% 2 9
£ 550 -4.0%
w
500 -8.0%

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

e HOU Trade, Transportation, and Utilities ====YoY HOU Trade, Transportation, and Utilities

Sources: Texas Workforce Commission, Texas Real Estate Research Center at Texas A&M University

TEXAS A&M UNIVERSITY
VAR o Real Estate Recearchicanter 124



absorption/construction

Absorption and Delivery Square Footage
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absorption/construction

Previous Year

Current Previous Quarter

Starts Percent Overall 1.19%
Under Construction Percent Overall 4.94%
Absorption Percent Overall 0.73%
Deliveries Percent Overall 1.46%
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Local Market Area (LMA) Definitions

Houston Metro

Rentable Building Area
Warehouse LMAs (Q3 2022)
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NNN Rent Overall Overall
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Local Market Area (LMA) Definitions

Houston Metro
Vacancy
Warehouse LMAs (Q3 2022)
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*  Total employment in San Antonio remains strong with growth above pre-COVID trends. Leisure
and hospitality employment growth rates remain elevated.

. Long-term employment growth across the economy is expected to moderate toward pre-COVID
rates.

. Office vacancy continues to increase and will continue to face excess pressure as employers
recalibrate to the new work-from-home/hybrid work environment. These responses and their
extent are still unclear. Falling construction levels and expectations of continued economic
growth will put downward pressure on office vacancies.

*  Apartment rent growth is negative year over year but has gone positive relative to last quarter.
Elevating construction levels will place downward pressure through the mid term. Continued
economic growth should provide some support.
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key employment trends
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key employment trends
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key employment trends

1,250 15.0%
é 1,150 75% o
S% Qo
= 5
- Ny
£ 1,050 00% O
May-23  May-22 Change YoY £ i
SAT Total Nonfarm 1,170,000 1,118,300| 51,700 | 4.62% ‘—g_ 950 75% e
£
850 -15.0%

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

@ SAT Total Nonfarm  e=====YoY SAT Total Nonfarm

Sources: Texas Workforce Commission, Texas Real Estate Research Center at Texas A&M University

TEXAS A&M UNIVERSITY
VAR o Real Estate Recearchicanter 135



absorption/construction

Absorption and Delivery Units
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absorption/construction

Absorption and Delivery Units as Percent of Inventory
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Local Market Area (LMA) Definitions
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Current Previous Quarter

Effective Rent Per Unit Class A $1,455

Effective Rent Per Unit Overall $1,205
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Local Market Area (LMA) Definitions

San Antonio Metro
Average Effective Rent / SF
Class A Multifamily LMAs (Q1 2023)
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Local Market Area (LMA) Definitions

San Antonio Metro
Average Effective Rent / SF
Multifamily LMAs (Q1 2023)
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Vacancy Percent
Vacancy Percent
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Local Market Area (LMA) Definitions

San Antonio Metro

Vacancy
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Local Market Area (LMA) Definitions

San Antonio Metro
Vacancy
Multifamily LMAs (Q1 2023)
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key employment trends
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absorption/construction

Absorption and Delivery Square Footage
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absorption/construction

Previous Year

Current Previous Quarter

Starts Percent Overall 0.46%
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San Antonio Metro
Rentable Building Area
Office LMAs (Q4 2022)
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Base Rent Class A $22.48
Base Rent Overall $21.24
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San Antonio Metro
Average Weighted Rent
Class A Office LMAs (Q4 2022)
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San Antonio Metro
Average Weighted Rent
Office LMAs (Q4 2022)
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San Antonio Metro
Vacancy
Class A Office LMAs (Q4 2022)
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Office LMAs (Q4 2022)
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key employment trends
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absorption/construction

Absorption and Delivery Square Footage
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absorption/construction

Absorption and Deliveries as Percent of Inventory
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San Antonio Metro
Rentable Building Area
Retail LMAs (Q2 2023)
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NNN Rent Overall

TEXAS A&M UNIVERSITY
Texas Real Estate Research Center

Overall

NNN Rent

$19.00
$18.00
$17.00
$16.00
$15.00
$14.00
$13.00
2006 2008 2010 2012 2014 2016 2018 2020 2022

e Overall

Current Previous Quarter Previous Year

siso3|  $1783]  $16.70] NNN Rent YoY Growth
15%
10%
5%

0%

2016 2018 2020

-5%
-10%

e Overall

Sources: CoStar, Texas Real Estate Research Center at Texas A&M University

159



Local Market Area (LMA) Definitions

San Antonio Metro
Average Weighted Rent
Retail LMAs (Q2 2023)
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San Antonio Metro
Vacancy
Retail LMAs (Q2 2023)
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key employment trends
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absorption/construction

Current Previous Quarter Previous Year
Starts SF Overall 894,540
Net Absorption SF Total Overall -406,876
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absorption/construction
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San Antonio Metro
Rentable Building Area
Warehouse LMAs (Q3 2022)
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NNN Rent Overall Overall
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Vacant Percent % Total Overall 6.75%
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Local Market Area (LMA) Definitions

San Antonio Metro

Vacancy
Warehouse LMAs (Q3 2022)
Kernville ; ‘; [E
C \"Q .
& ,s_-.
’an:os Y
173 2o ‘ @ ‘
'J. Braunfels
g ' #
;’ galcones Qearpith 9 i %'. ii
' 7% 2 _ g
127 ﬁ, s .:\
: 3 o &3
@ @
alde @r .
<
® »
Vacancy Rate 173 t
B :50% c b
[0 50% - 25% F’ & A
25% - 10% 3
10%-1% ) @ T N m—Viles
B < 1% 07 :5: |10, 20 30 40
Dilley

Sources: Costar, Esri, CGIAR, USGS, Texas Parks & Wildlife, CONANP, HERE, Garmin, Foursquare, SafeGraph, FAO, METI/NASA, EPS, NPS

vacancy



*  Asking rents. The dollar amount per square foot the landlord requests from a tenant, excluding tenant
improvements and concessions. Leases typically dictate this amount paid annually.

. Effective rents. The dollar amount per square foot the landlord requests from a tenant after deducting
concessions.

*  Absorption. The net change in occupied space, measured in square feet, over a given period. Net
absorption reflects the amount of space occupied as well as the amount of space vacated. Net absorption
includes direct and sublease space.

. Nominal. Value or rate reflecting current prices or rates without adjusting for inflation. Values are not
inflation-adjusted in this report.
. SF. Square feet.

. Under construction. The square footage being built within a particular market; applies to buildings
that have not received a certificate of occupancy.

*  Vacancy rate. A measurement expressed as a percentage of the total amount of physically vacant
space divided by the total amount of existing inventory.
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. Local Market Area Map Analysis. To facilitate spatial visualization of individual building data, a
grid of points was distributed across each metropolitan area with the points one-half mile apart. Key
market statistics were calculated at these reference points. Local Market Area parameters are then
recalculated for all the buildings within one mile of each grid point for those grid points that contain
at least three buildings within one mile. At each Local Market Area point shown, the parameters
calculated are for the “sub-market” within one mile of that point. Rentable Building Area is the sum
of rentable building area within each Local Market Area. The sum of all Local Market Areas’ Rentable
Building Areas will overstate total market Rentable Building Area due to the overlapping nature of the
Local Market Areas. Vacancy is the weighted vacancy of the buildings within each Local Market Area.
Average Weighted Rent is the weighted rent of the buildings within each Local Market Area.

TEXAS A&M UNIVERSITY
VAR o Real Estate Recearchicanter 7



TEXAS A&M UNIVERSITY
’.‘-F‘ Texas Real Estate Research Center

DIVISION OF ACADEMIC AND STRATEGIC COLLABORATIONS

Texas A&M University
2115 TAMU
College Station, Texas 77843-2115

EXECUTIVE DIRECTOR

GARY W. MALER

ADVISORY COMMITTEE

DOUG JENNINGS, CHAIRMAN
Fort Worth

TROY ALLEY, JR.
DeSoto

RUSSELL CAIN
Port Lavaca

VICKI FULLERTON
The Woodlands

http:

/

w.recentertamu.edu

979-845-2031

DOUG FOSTER, VICE CHAIRMAN

Lockhart

PATRICK GEDDES
Dallas

BESA MARTIN
Boerne

BECKY VAJDAK
Temple

BARBARA RUSSELL, EX-OFFICIO
Denton

©

LinkedIn Instagram YouTube

linkedin.com/company/recentertx instagram.com/recentertx

youtube.com/realestatecenter

Facebook
facebook.com/recentertx

172

Twitter
twitter.com/recentertx


http://www.recenter.tamu.edu/

