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Quarterly Market Report

Supply and Demand Largely in Balance, Showing Overall Strong Market Fundamentals with
Record High Rates

Executive Summary Supply & Demand
Q2 2024 In Review

Net Absorption Hl Deliveries === \/acancy Rate Source: CoStar, Partners Research .
The Houston retail market demonstrates 8%
sustained strength, with vacancy and
availability rates remaining below the 5-year 7%
average. Demand is robust, reflected in
positive net absorption figures and notable
move-ins and lease signings. While the
construction pipeline has decreased 59
slightly, it remains substantial with 3.7
million sqg. ft. underway, including major
projects like The Manvel Town Center. Year-

to-date net absorption stands at 1.2 million

square feet, reflecting consistent positive | %
trends over the past decade. The market’s

stability and ongoing development activity | ‘ | ‘ ‘ ‘ I I ‘ ‘ I | I 2%
suggest continued rental rate growth o I I I I

ahead, which continues to break all-time 1%
highs.
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Key Market Indicators

Houston Economic Update

Houston’s labor market growth was strong
and broad based in April. In the energy

S : CURRENT PRIOR QUARTER PRIOR YEAR
sector, production jobs declined year over Q2 2024 Q12024 Q2 2023
year while growth has been concentrated
in mining-related services. Exports of Vacancy (%) 5.2% 5.2% - 5.1% P
energy goods through the Port of Houston
ticked down in March. Inflation slowed in Availability (%) 5.9% 6.0% 9 5.9% -
April, and real wages were up year over
year. Houston added jobs at a strong Net Absorption (SF) 601,314 566,865 & 585550 *
pace in April. Annualized total nonfarm
job growth from March to April was 4.3% Leasing Activity (SF) 2,230,476 2,000,813 'S 1,553,860 M
(or 12,110 jobs). Annualized employment
growth was 2.0% (17,163) from January Deliveries (SF) 752,076 1,016,623 ¥ 849,337 2
through April. The strongest gains were
in education and health services (4.2%), Construction (SF) 3,721,563 4,403,727 ¥ 3864764 @
leisure and hospitality (3.7%) and financial
activities (3.6%). Education and health Avg Asking NNN Rent g5 g4 $20.36 ® 32002 ~
services added 4,700 jobs while leisure (%)
and hospitality added 3,273. Trade, Inventory (SF) 401,251,579 394,679,496 M 391,400,848 M

transportation and utilities was the only
sectorto shed jobs during that same period,
declining 0.7% (-1,217 jobs).
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Market Overview Net Absorption

Vacancy and Availability Rates
Remain Below The 5-Year
Historical Average

m Direct Space Sublease Space

3.4 Source: CoStar, Partners Research

The overall vacancy in the Houston retail
market remained flat from the previous 2.9
quarter at 5.2%, while the availability rate

edged down slightly from 6% to 5.9%. 2.4
Supply and demand are in lock step with
one another, with most of the net absorption
going into new construction deliveries.
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Net absorption-move-ins minus move-
outs—is at 601,314 sq. ft., up 6% from last 0.6
quarter. Year-to-date, net absorption is at Q2 2014 Q22015 Q22016 Q22017 Q22018 Q22019 Q22020 Q22021 Q22022 Q22023 Q22024

1.2 million sq. ft. Net absorption has been
consistently positive, not once dipping
into negative territory over the past 10
years. Notable Q2 move-ins include Slick
City taking 44,987 sq. ft. at Katy Mills Mall,
Gulf Coast Distillers taking 40,894 sq. ft.
in the historic Sawyers Yards area and
Club Studio taking 40,000 sq. ft. at Kings
Crossing.

Recently signed leases include Joe V’s
Smart Shop signing a lease for 64,000

sq. ft. at West Road Plaza, Elite Pickleball
Club signing a lease for 40,000 sq. ft. at
Bay Pointe Shopping Center, and the Milan

Institute signing a lease for 31,622 sq. ft. at Construction | Year-Over-Year
Cypress Station Square.

W Construction
Source: CoStar, Partners Research

Construction Pipeline Down 6
Moderately, Still 3.7 Million sq. ft. 5
is Underway

Retail construction is at 3.7 million sq. ft., R
down 16% from the 4.4 million sq. ft. from

last quarter. Notable construction projects ’
include The Manvel Town Center, a 748,800 1
sq. ft. retail center in South Houston/ .

Pearland area. Also, Northwest Hyundai Q22021 Q22022 Q22023 Q22004
has a 324,093 sq. ft. new car dealership

underway in Jersey Village area of Houston.

On the deliveries front, Cadillac Houston

opened a new 159,558 sq. ft. dealership in

early 2024 and a new 154,648 sq. ft. Costco

was recently completed in Richmond.
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Market Overview Deliveries

Investment Sales Trends Lo
M Deliveries
Source: CoStar, Partners Research

CoStar Capital Market Analytics reports the 2
cumulative 12-month sales volume at $499
millioninthe Houston retail market. With 539
deals completed, the average transaction
price currently stands at $224 per sq. ft.
with an average cap rate at 7.1%. Notable
recent sale transactions include Silvestri
Investments sold the Spring Valley Mall to
Atlas Operating. The shopping center is
300,668 sqg. ft. and was 66% leased at the v
time of the sale. Also, JMK5 Holdings sold

the Mainland Crossing shopping center to

Investor Loan Source. The 120,669 sq. ft.

shopping center is anchored by Vettrus

Supply and was 100% leased at the time of

the sale.
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Record-High Asking Rents Overall Average Asking NNN Rents

Low availability rates and rising retail
sales drove the average asking rent in
the Houston retail market to a record- 536
high—$20.80 per sq. ft. in Q2 2024. Year-
over-year, the metro’s average asking rent

B West Southwest Southeast B Northwest B South B Northeast B North M Inner Loop

Source: CoStar, Partners Research

increased 2.5% from $20.02 per sq. ft. in 68

Q2 2023. On a submarket level, the Inner

Loop submarket continues to maintain the -

highest average rate at $30.58 per sqg. ft. On

the other hand, the Southeast submarket $20

had the lowest average rate at $17.30 per

sq. ft. Asking rents are projected to remain 516

on an upward trajectory—increasing about

3% annually over the next few years. 512
$8
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Market Overview
Submarket Stats

Q2 2024 Q2 2024 Total Avg

Net Net YTD Net Leasing Q2 2024 YTD Under Asking

Rentable Vacancy Absorption Absorption Activity Deliveries Deliveries Construction Rent NNN

Submarket Area (SF) (%) (SF) (SF) (SF) (SF) (SF) (SF) ($/PSF)
Inner Loop 32,237,930 4.9 -54,216 -52,088 265,685 6,000 56,268 369,899 30.58
North 77,198,195 5.6 3,956 246,375 256,272 74,432 275,164 601,160 19.41
Northeast 30,848,340 4.0 -22,479 29,780 214,427 37,057 97,860 110,628 19.74
Northwest 73,811,658 5.8 266,087 454,090 607,716 151,047 422,445 818,514 20.66
South 16,745,781 4.2 -13,031 -96,292 46,214 10,400 38,464 924,581 21.09
Southeast 58,620,154 5.5 47,032 -4,246 278,233 39,410 125,110 161,316 17.30
Southwest 64,339,351 5.1 198,835 395,521 251,530 233,052 488,778 527,551 20.87
West 47,450,170 4.4 175,130 195,039 310,399 200,678 264,610 207,914 23.90
Houston Total 401,251,579 5.2 601,314 1,168,179 2,230,476 752,076 1,768,699 3,721,563 20.80
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Market Overview
Houston Retail Submarkets
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Information and data within this report were obtained from sources deemed to be reliable. No warranty or representation is made to
guarantee its accuracy.
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