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Executive Summary
Q2 in Review

The Houston office market in Q2 2025 
showed some positive gains, with net 
absorption increasing significantly to 
757,641 sq. ft., a stark contrast to the 
previous quarter’s performance. Vacancy 
rates edged down to 26.2%, reflecting a 
30-basis-point decrease from Q1 2025. 
Leasing activity also increased, rising 
to 2.7 million sq. ft., up 28.7% from the 
prior quarter. Submarkets, such as The 
Woodlands and CBD, contributed to positive 
absorption figures recording 419,095 sq. ft. 
and 118,190 sq. ft., respectively, buoyed by 
Class A demand. 

Construction deliveries increased 69.5%, 
adding 123,710 sq. ft. to office inventory. 
The construction pipeline trended up 23.6% 
to 1.4 million sq. ft. Rental rates decreased 
quarterly by almost $1.00 per sq. ft. to 
$28.89 per sq. ft. Class A properties’ rental 
rate rose slightly to $32.95 per sq. ft. from 
$32.83 per sq. ft., and the overall Class B 
average rental rate is $23.04 per sq. ft. Class 
B buildings continued to face moderate 
rate pressure.

Houston Economic Update  

The Houston unemployment rate 
increased from 3.9% in April to 4.2% in 
May, and increased from 4.0% one year 
ago. Houston’s labor market recorded 
employment growth of 0.9% year-over-
year, adding 29,600 jobs —a slowdown 
compared to the earlier momentum in the 
year.

That job growth was uneven across sectors. 
Oil and gas employment remained a 
standout, growing 4.6% year over year in 
2024 (3,600 jobs), bolstered by increased 
Texas oil production and rising retail fuel 
prices into early 2025. Additional sectors 
also showed resilience, with other services 
growing at an annualized rate of 2.4% 
(3,200 jobs), education and health services 
expanding at a 2.2% annualized rate (9,900 
jobs), and leisure and hospitality increasing 
at an annualized rate of 1.7% (6,400 jobs). 
Sectors that experienced job loss include 
Information at -1.7% (500 jobs), professional 
and business services at -1.3% (7,300 jobs), 
and construction at -0.6% (1,300 jobs).
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Demand ffor Class A Properties Increases and Vacancy Drops Slightly 
Social: Quality versus Commodity, Market Fundamentals Remain Widely Divergent

CURRENT 
Q2 2025

PRIOR QUARTER 
Q1 2025

PRIOR YEAR 
Q2 2024

Vacant Total 26.2% 26.5% 25.9%

Vacant Direct 25.0% 26.3% 24.9%

Available Total 27.2% 27.7% 29.4%

Available Direct 25.0% 25.5% 27.1%

Net Absorption (SF) 757,641 7,960 402,024

Leasing Activity (SF) 2,710,023 2,105,629 4,655,318

Construction (SF) 1,353,738 1,095,148 1,542,213

Deliveries (SF) 123,710 73,000 521,323

Avg Asking Rent 
(Gross) $28.89 $29.93 $29.72

Inventory (SF) 235,915,335 235,791,625 235,299,734

Key Market Indicators

Supply & Demand
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Net Absorption Rose Sharply in Q2 
2025

In Q2 2025, the Houston office market 
recorded 757,641 sq. ft. of positive net 
absorption, a significant increase from the 
7,960 sq. ft. in Q1 2025. Class A properties 
contributed 904,947 sq. ft., while Class B 
properties experienced negative absorption 
of -147,306 sq. ft., highlighting a growing 
demand disparity. On a submarket level, The 
Woodlands and CBD led with 419,095 sq. ft. 
and 118,190 sq. ft. absorbed, respectively, 
while submarkets like Greenspoint/North 
Belt (-56,046 sq. ft.) and Galleria/West 
Loop (-52,046 sq. ft.) saw notable declines.

Leasing Activity Increased Over the 
Past Quarter

Quarterly leasing velocity—comprised 
of new leases and renewals—rose to 2.7 
million sq. ft., up 28.7% from 2.1 million 
sq. ft. in Q1 2025. Notable leases in early 
2025 include Parker Drilling, which signed 
a 50,544 sq. ft. lease at CityWestPlace 4, 
Consolidated Asset Management Services, 
which signed a 50,506 sq. ft. lease at 910 
Louisiana, and Industrious, which signed a 
25,589 sq. ft. lease at 4 Waterway Square.

Vacancy Rate at 26.5%

The overall vacancy rate in Houston’s office 
market decreased to 26.2% in Q2 2025, 
down 30 basis points from 26.5% in Q1 2025 
and 70 basis points from 25.9% a year ago 
in Q2 2024. Class A properties reported a 
vacancy rate of 27.6%, while Class B stood 
at 24.2%. Among submarkets, Greenspoint/
North Belt and FM 1960/Hwy 249 had the 
highest vacancy rates at 48.8% and 40.0%, 
respectively, while Pearland/South and 
Northeast remained the lowest at 7.6% and 
10.9%.
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Deliveries and the Construction 
Pipeline Rose Quarterly

New office deliveries in Q2 2025 totaled 
123,710 sq. ft., up from 73,000 sq. ft. in Q1 
2025, with contributions from Northeast 
(50,000 sq. ft.), Sugar Land/E Ft Bend 
(48,000 sq. ft.), and Katy/Grand Pkwy W 
(25,710 sq. ft.). The construction pipeline 
rose to 1.4 million sq. ft., up 23.6% from 1.1 
million sq. ft. in Q2 2025.

Investment Sales Trends

In the second quarter of 2025, 44 office 
properties totaling 9.9 million sq. ft. were 
sold.  Total sales volume was $69.3 million, 
with an average price per square foot of 
$80 per sq. ft., and an average cap rate of 
7.8%.  Notable sales in early 2025 included 
Clarion Partners selling the two-building 
portfolio known as Westchase Park, totaling 
569,825 sq. ft., for a rumored price of 
$58.95 million or $103 per square foot. 
The property was 65% leased at the time 
of sale. Also, Dominus Commercial sold 
the 806,541 sq. ft., three-building portfolio 
Brookhollow Central to Hertz Investment 
Group. The price was not disclosed.

Asking Rates Decrease by 3.5% 
 
Average asking rental rates declined by 
almost $1.00 per sq. ft. in Q2 2025, with the 
overall gross asking rent at $28.89 per sq. 
ft., down 3.5% from $29.93 in Q1 2025 and 
down 2.8% from $29.72 in Q2 2024. Class A 
properties averaged $32.95 per sq. ft., while 
Class B properties averaged $23.04 per sq. 
ft. Premium submarkets like CBD ($34.71 
per sq. ft.) and Greenway Plaza ($33.59 
per sq. ft.) continued to command higher 
rents, though Class B properties in weaker 
submarkets faced ongoing competitive 
pressure.
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Market Overview 
Submarket Stats

Submarket Statistics                     
(Total reflects Class 
A/B)

Total 
Inventory 

(SF)

Total 
Vacancy  

(%)

Total 
Availability 

(%)

Q2 2025 
Net 

Absorption 
(SF)

2025 
YTD Net 

Absorption 
(SF)

Q2 2025 
Deliveries 

(SF)

Under 
Construction 

(SF)

Overall 
Gross Avg 

Asking 
Rent ($/

PSF) 

CBD Total 42,063,162 31.9% 32.1% 118,190 -320,671 0 0 34.71

     Class A 33,803,274 31.2% 32.7% 114,956 -298,074 0 0 38.56

     Class B 8,259,888 34.7% 34.7% 3,234 -22,597 0 0 25.15

Bellaire Total 4,136,650 14.8% 22.3% -19,530 16,682 0 0 28.75

     Class A 1,424,667 21.8% 33.2% -10,160 17,811 0 0 29.39

     Class B 2,711,983 11.1% 16.6% -9,370 -1,129 0 0 27.49

Energy Corridor Total 23,149,962 21.5% 25.8% -16,061 30,708 0 0 26.30

     Class A 13,942,667 22.4% 24.5% 65,052 80,470 0 0 30.33

     Class B 9,207,295 20.1% 27.9% -81,113 -49,762 0 0 23.44

FM 1960/Hwy 249 Total 9,949,159 40.0% 41.0% 2,887 -40,245 0 120,000 21.65

     Class A 3,580,642 54.1% 54.1% 46,506 57,999 0 120,000 23.46

     Class B 6,368,517 32.1% 33.4% -43,619 -98,244 0 0 20.90

Galleria/West Loop Total 22,711,578 31.0% 31.0% -52,046 193,888 0 0 33.41

     Class A 16,406,996 30.1% 30.1% -58,250 243,475 0 0 34.97

     Class B 6,304,582 33.3% 33.3% 6,204 -49,587 0 0 28.38
Greenspoint/North Belt 
Total 10,403,601 48.8% 48.8% -56,698 -58,641 0 0 17.04

     Class A 4,419,409 56.6% 56.6% -21,198 -9,585 0 0 19.19

     Class B 5,984,192 43.0% 43.0% -35,500 -49,056 0 0 14.72

Greenway Plaza Total 10,143,869 25.8% 27.1% -17,697 1,756 0 146,003 33.59

     Class A 7,953,642 25.4% 27.0% 11,397 33,139 0 146,003 35.21

     Class B 2,190,227 27.6% 27.8% -29,094 -31,383 0 0 28.08

Gulf Fwy/Pasadena Total 4,102,447 19.0% 19.0% 20,397 19,644 0 0 24.33

     Class A 624,973 17.5% 17.5% 56,552 57,613 0 0 31.24

     Class B 3,477,474 19.3% 19.3% -36,155 -37,969 0 0 23.09

Katy Freeway Total 8,400,728 9.1% 13.5% 4,990 121,555 0 324,450 33.16

     Class A 5,575,234 7.5% 12.7% 903 110,471 0 324,450 47.04

     Class B 2,825,494 12.2% 15.2% 4,087 11,084 0 0 23.02

Katy/Grand Pkwy W Total 3,620,235 14.8% 14.9% 28,663 12,518 25,710 150,000 33.51

     Class A 2,268,422 19.7% 19.7% 14,472 881 25,710 0 34.58

     Class B 1,351,813 6.7% 7.7% 14,191 11,637 0 150,000 30.84

Kingwood/Humble Total 1,692,354 18.6% 19.0% -3,889 -44,462 0 0 26.72

     Class A 355,558 33.4% 33.4% -17,705 -19,316 0 0 29.00

     Class B 1,336,796 14.7% 17.6% 13,816 -25,146 0 0 26.26

Medical Center Total 6,312,851 27.4% 27.4% 74,536 144,301 0 0 29.10

     Class A 3,646,500 35.0% 35.0% 63,529 109,539 0 0 33.47

     Class B 2,666,351 14.0% 20.0% 11,007 34,762 0 0 24.38

Midtown Total 6,012,146 16.2% 20.3% 22,860 -1,489 0 127,651 30.89

     Class A 2,865,410 18.5% 26.5% 50,411 37,988 0 127,651 33.41

     Class B 3,146,736 14.1% 14.4% -27,551 -39,477 0 0 26.17

NASA/Clear Lake/SE Total 6,175,934 12.8% 19.2% 41,532 85,047 0 0 26.01

     Class A 1,997,797 16.4% 26.3% 28,197 39,763 0 0 28.84

     Class B 4,178,137 11.1% 15.8% 13,335 45,284 0 0 24.12



Market Overview 
Submarket Stats

Submarket Statistics   
(Total reflects Class A/B 
Only)

Total 
Inventory 

(SF)

Total 
Vacancy 

(%)

Total 
Availability 

(%)

Q4 2024 
Net 

Absorption 
(SF)

2024 
YTD Net 

Absorption 
(SF)

Q4 2024 
Deliveries 

(SF)

Under 
Construction 

(SF)

Overall 
Gross Avg  

Asking 
Rent  

($/PSF)

North Loop West Total 3,946,914 19.3% 23.8% 38,920 51,998 0 120,000 22.75

     Class A 1,394,953 18.3% 28.6% 21,669 37,375 0 120,000 24.99

     Class B 2,551,961 19.9% 21.0% 17,251 14,623 0 0 20.78

Northeast Total 864,938 10.9% 10.9% 52,372 72,572 50,000 0 28.41

     Class A 174,781 5.6% 5.6% 50,000 65,000 50,000 0 38.37

     Class B 690,157 12.3% 12.3% 2,372 7,572 0 0 26.72

Northwest Total 4,874,139 17.8% 18.5% -22,247 -983 0 135,017 21.73

     Class A 1,148,438 25.5% 25.5% -17,840 14,948 0 109,117 19.35

     Class B 3,725,701 15.4% 16.5% -4,407 -15,931 0 25,900 19.13

Pearland/South Total 1,699,675 7.6% 10.1% 3,106 16,586 0 0 30.44

     Class A 872,947 6.7% 9.5% 6,797 -688 0 0 30.51

     Class B 826,728 8.6% 10.7% -3,691 17,274 0 0 30.39

Southwest Total 11,125,006 23.7% 25.3% 88,690 106,662 0 198,617 20.45

     Class A 2,922,949 22.2% 24.6% -5,040 12,791 0 0 19.16

     Class B 8,202,057 24.2% 25.5% 93,730 93,871 0 198,617 21.11

Sugar Land/E Ft Bend 7,094,344 35.8% 35.8% 26,716 5,159 48,000 32,000 30.65

     Class A 3,846,410 38.2% 38.2% 45,155 10,839 48,000 0 31.63

     Class B 3,247,934 33.0% 33.0% -18,439 -5,680 0 32,000 28.59

West Belt Total 5,606,833 31.8% 41.2% 31,106 88,393 0 0 24.73

     Class A 3,406,912 32.4% 47.6% 74,035 136,300 0 0 25.86

     Class B 2,199,921 30.7% 31.4% -42,929 -47,907 0 0 22.87

Westchase Total 14,834,851 33.2% 39.8% -28,251 -90,477 0 0 26.59

     Class A 8,709,242 29.4% 36.5% -5,587 -26,551 0 0 30.96

     Class B 6,125,609 38.6% 44.4% -22,664 -63,926 0 0 20.32

Woodlands/Conroe Total 17,313,759 13.7% 17.0% 419,095 355,100 0 0 32.81

     Class A 10,782,796 13.1% 17.5% 391,096 341,067 0 0 36.57

     Class B 6,530,963 14.6% 16.1% 27,999 14,033 0 0 28.24

Suburban Total  193,852,173 24.9% 26.1%  639,451 1,086,272  123,710  1,353,738 27.05

     Class A  100,942,073 26.4% 28.1%  789,991  1,351,329  123,710  947,221 30.66

     Class B  92,910,100 23.3% 24.0%  (150,540)  (265,057)  -    406,517 22.78

Houston Market Total 235,915,335 26.2% 27.2% 757,641 765,601 123,710 1,353,738 28.89

     Class A 134,745,347 27.6% 29.3% 904,947 1,053,255 123,710 947,221 32.95

     Class B 101,169,988 24.2% 24.4% -147,306 -287,654 0 406,517 23.04



Market Overview 
Houston Office Submarkets

Information and data within this repor t were obtained from sources deemed to be reliable. No warranty or representation is made to 
guarantee its accuracy.
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Steve Triolet 
SVP of Research and Market Forecasting

tel 214.223.4008

steve.triolet@partnersrealestate.com

HOUSTON 
713.629.0500 

5847 San Felipe St, Suite 1400 
Houston, TX 77057
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