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Bill Gilmer is the Director of the Institute for 
Regional Forecasting (IRF) at the University of 
Houston’s Bauer College of Business. The Institute 
monitors the Houston and Gulf Coast business 
cycle, analyzing how oil markets, the national 
economy, and global expansion influence the 
regional economy. Gilmer is also appointed as an 
inaugural University of Houston Energy Fellow. 
Before joining the Institute, Gilmer served the 
Federal Reserve Bank of Dallas for 23 years, 
retiring from the bank as a Senior Economist and 
Vice President. 

Pat has over thirty-eight years of commercial 
real estate experience as a producing broker, 
educator, sales manager, and managing broker. 
He specializes in developing and implementing 
strategic and tactical plans utilizing the resources 
of Colliers. He is the president of the Houston 
office and past Chairman of the Colliers USA 
Board of Advisors.
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The Houston MSA population grew by 112,000 or 1.73% 
between 2021 and 2022 and is projected to grow 1.5% 
annually over the next five years. Houston’s racial diversity is 
nearly twice as high as the national average, with more than 
90 different nations represented. Houston has 94 consulates, 
the third-largest consular corps in the nation after New York 
and Los Angeles.

Houston’s unemployment rate and job growth continue to 
make huge improvements, with employment surpassing 
pre-pandemic highs in April of 2022 and unemployment 
continuing to decrease to 3.9 percent in December 2022.

The U.S. and North American rig count has improved but is 
about half the historical counts. In addition, due to recent 
recession fears and the accompanying “Demand Destruction” 
narrative, West Texas Intermediary (WTI) crude prices have 
decreased from recent highs set in the year’s first quarter. 
Nonetheless, supply-side constraints remain as the war 
in Ukraine continues and draw-downs in the U.S. Special 
Petroleum Reserve (SPR) continue. Inversely, the recent 
reopening of China has fostered demand-side concerns. 
Due to these existing supply and demand imbalances and 
concerns surrounding overall production capacity, long-term 
energy prices are expected to remain elevated. WTI crude is 
forecasted to remain in the $80-$90/b range during 2023.

Natural gas prices surged to $9.30 during August 2022, 
according to the U.S. Energy Information Administration (EIA), 
prices not seen since hitting a historical high of $13.67 in 
October 2005. As of December 2022, the price has dropped 

Key Takeaways 

• Jobs over recovered from pandemic

• Unemployment low

• Energy sector jobs increase

• WTI crude prices expected to  
remain between $80-$90/b in 2023

• Port Houston sets records

Highlights
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to $5.53. The EIA projects natural gas prices will 
fall 25% in 2023 and then remain flat in 2024.

Airport traffic in Houston rose meaningfully year-
over-year, with total passengers and total air 
cargo increasing 31.7% and 8.6% respectively.

In 2021, easing state-wide Covid-19 restrictions 
spurred a steady recovery in Houston’s GDP. 
Subsequently, strong oil price performance and 
continued positive net migration (Texas ranked 
#1 on the U-Haul Growth Index for the second 
straight year) are expected to further increase 
Houston’s GDP in 2023. Houston’s Real GDP grew 
by 3.93% in 2022 up from 3.48% in 2021 and 
1.91% in 2020.



YE 2020 YE 2021 YE 2022

Unemployment Rate 7.7 4.8 3.9

Job Growth - annual % change in employment -6.5 5.1 5.6

WTI Spot Price $47.02 $71.71 $78.40 

Henry Hub Natural Gas Spot Price $2.59 $3.76 $5.53

Houston MSA GDP $488.2B $463.2B $481.4

10-Yr Treasury Rate 0.89% 1.45% 3.198%

Economic Indicators
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Commentary by Patrick Duffy

Executive 
Summary

“Give me a one-handed economist. All my economists say, 
‘on the hand,’ then ‘but on the other” - Harry Truman.  

“The stock market has predicted 9 of the past five 
recessions” – Paul Samuelson, Keynesian economist.

The current environment would have Mr. Truman thinking 
he had an octopus for his chief economist and Samuelson 
raising his number to 14 of the last five recessions. 

 We made a couple of predictions last year, with the core 
of our position being that Houston was on track to recover 
all the jobs lost during the Covid lock-downs entirely. 
Further, the commercial real estate market, primarily 
industrial and retail assets, even the badly wounded office 
sector, would continue to improve. The most recent data 
from the Greater Houston Partnership and the Texas 
Workforce Commission shows that at the end of 2022, 
Houston had record employment of over 3.3 million jobs, 
with a projection that the growth would continue through 
the first half of 2023.     

The results for all three of the major commercial real 
estate sectors for 2022 were very positive, even the office 
sector showing some new signs of life in absorption, 
occupancy and rent growth. However, in late 2022, the 
rapidly rising interest rate environment dampened 
investment sales as buyer yield requirements and debt 
costs increased. In addition, interest rate increases also 
affected the single-family development market, with 
many national subdivision developers and homebuilders 
dropping contracts on bulk land in fear of a major 
slowdown of single-family home sales, which has 
occurred. As a result, the latest data on existing home 
sales was down to just over 4 MM in December versus 
over 6 MM in December 2021.

While there seems to be a great deal of disagreement 
about the severity of a downturn in 2023, there is a strong 
consensus that the global economy will slow considerably. 
Many regions will experience a hard landing recession, 
some will be less difficult, and some pockets may avoid a 
recession entirely. The octopus would agree.   Rather than 
joining the cacophony of opinions on a global or national 
scale, we will focus on our backyard economics here in 
Southeast Texas.

The economic outlook for Houston, much as we 
experienced in the “Great Recession,” is decidedly more 
positive than most cities in the U.S. We have many growth 
engines running smoothly and should continue to show 
strength in 2023.

Oil and Gas / Energy Sector – Energy companies are 
doing very well with relatively high oil and gas prices and 
the most recent survey by the Dallas Fed indicated that 
over 85% of oil and gas companies expected to hold or 
increase their capital spending in 2023, with over 64% 
showing increased capital spending planned. This sector 
significantly impacts the Houston economy as the Energy 
Capital of the World.

Population Growth – Texas is the number one state for 
relocations based on the U-Haul destination report, with 
Florida a close second.   The Greater Houston area has 
experienced solid and steady growth of approximately 
70k new residents (net) for the past three years with no 
signs of slowing down. Population growth drives many 
other sectors of the local economy.

Healthcare – The healthcare sector nationally has been 
strong throughout the past couple of years and the 
industry is solid in Houston. There are no signs of this 
trend abating in 2023.

Port of Houston – The port system in SE Texas, including 
the Port of Houston, has seen solid increases in traffic, 
especially container traffic, up nearly 20% from 2021 
to 2022. The long-term shift in logistics strategy from 
the west coast ports to the Gulf of Mexico ports that 
we have referenced over the past two years has gained 
momentum and is expected to continue for the next 
decade.

Construction – New construction awards in 2022 were 
up 25% in 2022 vs 2021, with contractors reporting solid 
pipelines in place for 2023. High interest rates, tighter 
lending standards by banks and higher yield requirements 
for investors have made speculative development 
extremely difficult and we expect that to cool substantially 
in the near term. Still, the construction economic engine is 
in good shape for most of the coming year due to existing 
commitments.

Retail – The retail economy, including restaurants and 
bars, continues to expand as our local population grows 
and the job market remains strong. Most operators still 
report a very tight labor market in the service sector, 
but expansion and the introduction of new and exciting 
concepts will continue in 2023. We have seen only 
acceleration out of the national brands that Colliers 
represents in Houston.

So, what does our octopus tell us? While Houston may 
slow like the rest of the country, we have a strong case 
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Houston’s employment sector gained 176,000 jobs 
annually in 2022, an increase of 5.6%. According to 
the Texas Workforce Commission, the unemployment 
rate decreased from 4.8% in December 2021 to 3.9% 
in December 2022. Houston’s industry sectors that 
posted the largest annual gains include Leisure and 
Hospitality (15.8%), Mining and Logging (12.4%), and 
Wholesale Trade (8.7%). Looking ahead, Houston’s job 
growth is expected to increase 4.5% between 2021 
and 2026.

Houston is home to 24 Fortune 500 companies with 
another 17 on the Fortune 1000 list. A partial list of 
Houston’s largest employers is listed below.

Houston’s Largest Employers

Market Employment

for no local recession or at worst a shallow and quick 
recession. Specifically, in the commercial real estate 
space, we expect a slowdown in absorption in most 
sectors. Companies are dealing with increased costs 
of capital, a broader slowdown nationally and globally, 
and adjusting their planning (or at least delaying their 
execution) until the direction of the national and global 
economy, inflation and interest rates become clearer. 
Investment sales will be sluggish until we have some 
degree of confidence that the interest rate and yield 
requirement increases have stopped and probably 
ticked down a bit before that sector sees robust 
volumes again.   

We are cautiously optimistic for Houston and 
Southeast Texas. But on the other hand…..

Executive Summary - cont.



21Q4 22Q3 22Q4

Total Inventory  
(in Thousands of SF)  236,698.1  237,474.0  237,528.8 

New Supply  
(in Thousands of SF) 1,624.9  40.0   54.8   

Net Absorption  
(in Thousands of SF) (754.2) (541.6) 98.8

Overall Vacancy 23.1% 23.3% 23.2%

Under 
Construction

(in Thousands of SF)
1,821.5 1,914.7 1,881.6

Overall Asking  
Lease Rates (NNN) $20.79 $20.95 $20.85

YOY

FORECAST

YOYYOY

FORECAST

YOY

FORECASTFORECAST

Houston Office Report 22Q4

Market Fundamentals

*Colliers Transaction

Lease
9753 Katy Fwy

Katy Freeway | 107k SF

Sale*
550 Greens Parkway
North Belt | 73K SF

 

Sale
Energy Center V

Katy Freeway |524k SF

Lease*
3131 Eastside

Greenway Plaza |7.8k SF

Lease
CityWestPlace 4

Westchase | 81k SF

Market Indicators

Houston Highlights
Houston’s office market posted positive net absorption in Q4 2022, recording 98,820 square feet, pushing the year-end total to 
positive net 284,877 square feet. The overall average vacancy rate dropped marginally by 10 basis points between quarters from 
23.3% to 23.2%. Office inventory increased slightly as 54,800 square feet of new inventory was added and 1.9 million square feet 
of office space is under construction. Houston’s average NNN rental rates increased over the year, but fell slightly on a quarterly 
basis. Houston’s Class A overall average full service rental rate increased on an annual basis, but dropped over the quarter from 
$36.09 per square foot in Q3 2022 to $35.46 per square foot in Q4 2022. Annual leasing activity increased by 1 million square feet 
to 13.6 million square feet in 2022 compared to 12.5 million square feet recorded in 2021.

4.0%
Houston 
Unemployment 
Rate

$77
WTI Spot Price, 
U.S. benchmark 
for light sweet 
crude 

5.6%
Houston annual 
% change in 
employment

The forecast in the graph above is based on a trailing four quarter 
average.

Vacancy Rate

23.2%
Net Absorption

98.8K SF

Overall Class A Asking 
Lease Rates (FSG)

$35.46/SF

Under 
Construction

1.9M SF
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• Houston office market records positive net absorption
• Vacancy down marginally by 10 basis points 

 

• Year-end leasing activity up over previous year

• Spec suites continue to lease up quickly

Executive Summary
Commentary by Ray Lopez, Vice President

In 2022, the Houston Office Market continued to have significant 
headwinds as companies searched to understand their office 
presence. With a tight labor market at 4.1%, employers have 
been reluctant to put the full-court press on employees’ return 
to the office for those employers that wish to do so. On the 
other hand, certain employers have found opportunities to have 
employees working from home or a hybrid approach. Most 
businesses are still confident in maintaining some variation of a 
permanent office. 

 As the Federal Reserve continues to raise interest rates, we 
anticipate an increase in the unemployment percentage and, 
as a result, change the tune for employers as they make a 
more concerted effort to bring employees back to the office. In 
addition, tech companies nationally, which were at the forefront 
of remote work, are changing routes and bringing employees 
back into the office, especially with a softening of the labor pool. 

 According to Kastle Systems, 59.6% of the workforce 
has returned to the office compared to February 2020. 
Unfortunately, while employment has exceeded Pre-Pandemic 
levels, the office market has failed to see any positive results 
from this impact and availability for Houston stands at 27.7%.

 This year we saw a minimal change in absorption (square 
footage occupied) of positive 98,820 SF, roughly 1% of the total 
inventory. However, when you look deeper into this, you see 

clear winners in the Katy Freeway & Woodlands submarket 
with 424k SF and 578k SF, and on the flip side, you have the 
West Loop submarket with a negative 480k SF absorption. 
These losses in occupancy can take years to fill, particularly 
with a lack of momentum on lease transactions. For example, 
large lease relocations such as Becthel Corporation relocating 
to CityWestPlace and taking 282,500 square feet and Apache 
relocating to Briarlake Plaza with a future occupancy of 
328,000 square feet. While this impact will not occur until late 
2024, this leaves a cloudy outlook on the West Loop market 
with a significant amount of space to backfill, or rethink the 
use of the space. 

For a corporation looking at its space needs, there is a 
tremendous opportunity to reevaluate its real estate needs 
and verify it aligns with its mission as a company. Having 
ample time to account for the construction and lead times 
is critical to a well thought-out process. Additionally, each 
landlord, while on the surface may appear to be deal-makers, 
has lending and credit constraints. While landlords have 
continued to understand the credit risk of their tenants within 
their portfolio, it is also necessary for tenants to understand 
the landlords’ credit risk and ability to fund up-front capital 
improvements.

Key Takeaways



21Q4 22Q3 22Q4

Total Inventory  
(in Thousands of SF) 674,780.3 687,156.2 706,674.6

New Supply  
(in Thousands of SF) 4,980.9 9,439.8 4,921.1

Net Absorption  
(in Thousands of SF) 9,408.2  7,355.4  5,399.1

Overall Vacancy 6.5% 5.6% 5.6%

Under 
Construction

(in Thousands of SF)
19,729.7 31,838.1 33,598.8

Overall Asking  
Lease Rates (NNN) $8.01 $8.87 $8.99

Lease
Fresh Pak

290 Eight Distribution Center
West Outer Loop

295.7k SF

Sale*
Cedar Port Distribution B5

East-Southeast Far
405.6k SF

Lease*
Chadwell Supply

Port Crossing Commerce Center
East Southeast Far

247.2k SF

Sale*
5630 Renwick Dr

Highway 59/Highway 90
87.9k SF

YOY

FORECAST

YOYYOY

FORECAST

YOY

FORECASTFORECAST

Market FundamentalsMarket Indicators

Sale*
701 Sycamore Rd

Southwest Far
71.4k SF

Houston Highlights
Houston’s industrial market remained extremely active during Q4 with leasing velocity over 11.2 million square feet. The increase 
in demand for space continues to spur new development with 33.6 million square feet under construction and an additional 
55.8 million square feet proposed or in the final planning stage. Houston’s industrial market recorded 5.4 million square feet 
of positive net absorption in the fourth quarter, pushing the year-end 2022 total to 28.9 million square feet. The vacancy rate 
remained steady at 5.6% over the quarter and decreased from 6.5% annually. 

4.0%
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$77
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5.6%
Houston annual 
% change in 
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The forecast in the above graph is based on a trailing 4-quarter 
historical average.
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5.4M SF

Overall Asking Lease 
Rates (NNN)

$8.99/SF

Under 
Construction

33.6M SF
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Houston Industrial Report 22Q4



Executive Summary
Commentary by Ryan Byrd

While the country braces for what seems to be an inevitable 
slowdown, Houston industrial leasing activity continues to 
outperform all other asset classes. Year-end 2022 absorption 
and leasing activity kept pace with the previous years record of 
29 million and 48 million square feet, respectively. 

Rents continue to grow into the new year and there is no end in 
sight for tenant demand. While our projections show vacancy 
rates increasing, there is enough current tenant demand and a 
slight pause in new developments to hold vacancy rates stable. 
Leasing activity should remain strong through the first half of 
2023.

The Port of Houston seems to be the main driver, with double-
digit container volume growth year-over-year as companies 
search for more efficient supply chain alternatives. Port Houston 
has plans to build a third terminal which entails constructing 
wharves, adding much-needed container yard space, and 

widening and deepening the Houston Ship Channel to make 
way for larger and increased vessel volume. When complete, 
“Project 11” will widen the channel from 530’ to 700’, deepen 
some segments to 46.5’ and institute other safety and 
efficiency improvements. Port Houston Chairman Ric Campo 
notes that the project is expected to yield a $134 million 
dollar annual economic impact once delivered, which will 
consequently lead to more jobs and increase container traffic.

Rising interest rates have created a gap between land sellers 
and developers so we expect a slow down on both investment 
sales and land sales for new industrial development. There is 
still a big appetite from users to own their own facilities, thus 
we have not seen a decline in listing prices from sellers with 
functional and efficient inventory. As interest rates stabilize, 
we expect sales volume to increase on both the investor and 
user side.

• Leasing activity increased 

• Positive net absorption

• Vacancy remained steady

• Rental rates continue to increase

• Construction volume increased

Key Takeaways



Houston Retail Report 22Q4

21Q4 22Q3 22Q4

Total Inventory  
(in Thousands of SF) 305,540.4  306,369.6  307,321.5

New Supply  
(in Thousands of SF) 203.6 202.0 898.6 

Net Absorption  
(in Thousands of SF) 1,304.9 757.9 731.3

Overall Vacancy 5.9% 5.2% 5.2%

Under 
Construction

(in Thousands of SF)
2,987.9 2,454.8 2,272.2

Overall Asking  
Lease Rates (NNN) $19.09* $18.95* $18.93*

Market Indicators

The forecast in the above graph is based on a trailing 4-quarter 
average.

*The average asking rents in the table to the left are an average of 
all property types that are currently listed with an asking rate. This 
average does not include properties that are fully leased or that 
do not list an asking rate.

Market Fundamentals

YOY

FORECAST

YOYYOY

FORECAST

YOY

FORECASTFORECAST

Vacancy Rate

5.2%
Net Absorption

0.7M SF

Overall Class A Asking 
Lease Rates (NNN)

$25-85/SF

Under 
Construction

2.3M SF

Houston Highlights
Houston’s vacancy rate remained steady at 5.2% as leasing demand kept pace with new supply. Houston’s retail sector recorded 
731,298 square feet of positive net absorption in the fourth quarter, pushing the year-end total net absorption to 3.9 million 
square feet. Year-end leasing activity reached nearly 6.0 million square feet, very close to the 6.2 million square feet recorded 
in 2021. There is 2.3 million square feet of retail space currently under construction and an additional 5.3 million square feet 
proposed in the pipeline. 
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Key Takeaways

With record-high construction costs, rising interest rates, 
sky-high food costs, and a possible recession, many 
retailers, restaurants, and developers hit the “pause 
button” across the U.S. Many markets saw increased 
unemployment while battling a labor shortage in the 
retail and restaurant space. Corporate concepts like 
Starbucks and Chipotle experienced newly created labor 
unions and strikes in several cities on the west coast. 
While this might seem to be a gloomy environment for 
growth in most markets, Houston and Texas took full 
advantage of the headwinds of other major markets.  

Houston sits atop the list of most active retail markets in 
the U.S. for 2022. The Bayou City recorded 7.21 million 
square feet of lesing activity in 2022, outpacing Dallas, 
New York (which is almost always #1), Los Angeles and 
Chicago, respectively. All Texas major markets rallied 

swiftly from the lowest points of the COVID-19 Pandemic. 
According to Costar, Houston, Dallas and Austin outpaced 
employees returning to the office faster than any other 
city across the U.S. Retailers took notice and shifted their 
expansion plans to Texas and Florida. This result has 
taken Houston from nearly 93% occupancy, at its peak in 
2020, back to almost 95% in Q4 of 2022.  

Growing new-to-market retailers and restaurant concepts 
have turned their focus to Houston rollouts. Existing 
concepts are doubling down on above-average unit 
volume success and infilling into new trade areas. Colliers 
Houston represented both Puttshack and Flight Club, 
two best-in-class entertainment concepts from London, 
who secured sites in Houston before finding homes in 
Dallas, NYC, and Austin. Both concepts are looking to 
grow into Houston’s thriving suburban markets even 
before opening outposts in more populated metros. 
Additionally, in 2022 Chipotle (CMG) tasked Colliers 
Houston with nearly doubling its existing presence in the 
market over five years. Chipotle and several of its fast-
casual competitors enjoy above-national-average sales in 
Houston and continue to prioritize infill growth here. 

One of the oldest truisms in retail development and 
growth is that “retail will always follow rooftops.” Our 
city grows daily with diverse, educated, and employable 
transplants. Our cost-of-living ranks among the best for 
large cities while our population outpaces the larger cities. 
According to a recent study, Texas lead the entire U.S. 
in one-way U-Haul destinations in 2022.  The resident 
suburban workforce that commutes into the city of 
Houston each day grows the daytime population, which 
is equal to Atlanta’s entire population size. Growth, jobs, 
cost of living, and multiple major industries insulated 
from recession ensure that Houston will remain in the 
mix of top retail markets across the U.S., even with the 
country’s challenges in 2023. 

Houston: Best Retail Market in U.S., Well 
Situated for Looming Uncertainty 

Executive Summary
Commentary by Wade H Greene IV, CCIM
Director of Retail Services

• Vacancy remains steady

• Positive absorption recorded

• Leasing activity continues to be robust

• Population and job growth record strong gains
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1233 West Loop South, Suite 900
Houston, TX 77027
+1 713 222 2111

Copyright © 2023 Colliers. The information contained herein has been obtained from sources 
deemed reliable. While every reasonable effort has been made to ensure its accuracy, we cannot 
guarantee it. No responsibility is assumed for any inaccuracies. Readers are encouraged to consult 
their professional advisors prior to acting on any of the material contained in this report.

Accelerating success.

Colliers is a top-tier global real estate services and investment management 
company operating in 63 countries with a workforce of more than 18,000 
professionals. We recognize the importance of serving clients while utilizing local 
knowledge on a global scale.

In Houston, Colliers has been providing commercial real estate solutions to 
leading corporations, institutions, investors, and small businesses since 1957.

colliers.com/houston

We provide support, education, resources & respite 
to family caregivers and quality care to those individuals 
living with memory loss, Alzheimer’s or Dementia and other 
challenges of aging.

To learn how you can help or to get help,  
please visit online at carepartnerstexas.org


