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Sector on the Mend

Houston continues to be one of the fastest-growing metros in the U.S., with a 
growing population and an economy that is rapidly diversifying from its reliance 
on energy. The metro’s ofce market has grown substantially in recent years, 
but it faces some challenges that include the ongoing recovery from the drop in 
oil prices, a sometimes-unconstrained development pipeline and the efects of 
Hurricane Harvey. 

Overall ofce vacancy rates sit at roughly 22%, due to the imbalance between 
supply and demand. Landlords are still trying to fll large blocks of sublease 
space that became vacant as a result of the energy downturn. Greenspoint 
(where vacancy rates are now 54.5%) and the Energy Corridor (32.7%) were hit 
the hardest by the downturn. Meanwhile, between 2015 and the end of this year, 
about 15 million square feet of new ofce space should come online. Recovery 
from the hurricane should be less long lasting, as displaced tenants mostly 
signed short-term leases until they can return to their original locations. 

Investment activity remains sluggish, with total transaction volume 
amounting to $750 million in October. Although Houston is showing signs of 
improvement, recovery is expected to take longer in the ofce sector. 

Job growth has been weak, as gains in manufacturing (13,300 new jobs added 
year-over-year through October), education and health services (9,000), and 
professional and business services (8,800) have been ofset by decreases in 
mining; trade, transportation and utilities; and hospitality. The Harvey recovery 
efort is expected to create a wave of construction jobs.

Market Analysis
Fourth Quarter 2017

Contacts 

Jef Adler 
Vice President & General  
Manager of Yardi Matrix 
Jef.Adler@Yardi.com 
(800) 866-1124 x2403

Jack Kern 
Director of Research and Publications 
Jack.Kern@Yardi.com 
(800) 866-1124 x2444

Chris Nebenzahl 
Senior Analyst 
Chris.Nebenzahl@Yardi.com 
(800) 866-1124 x2200

Veronica Grecu 
Senior Real Estate Market Analyst 
Veronica.Grecu@Yardi.com 
(306) 955-1855 x7583

Author 
Timea-Erika Papp 
Associate Editor 
Timea-Erika.Papp@Yardi.com 
 

For more information please contact:

Ron Brock, Jr. 
Industry Principal, Matrix 
JR.Brock@Yardi.com 
(480) 663-1149 x2404  

To Subscribe:

Hollie Zepke 
Audience Development Specialist 
Hollie.Zepke@Yardi.com 
(800) 866-1124 x5389

Aggregated and anonymized 
expense and lease expiration 
data is available to Yardi Matrix 
subscribers. Please contact  
us for details! 

Image by Roman Slavik/iSockphoto.com

Sample Only - For the full report please visit https://www.yardimatrix.com/Publications


