


Executive Summary

SUPPLY & DEMAND

. Net Absorption . Deliveries

38

3.0

“lJ L

Millions (SF)

0.8

Vacancy %

Source: CoStar, Partners Research

-0.8

0%

Q42015 Q42016 Q42017 Q42018 Q42019 Q42020 Q42021 Q42022 Q42023 Q42024 Q42025

Key Market Indicators

CURRENT  ojRer VEAR
Q32025 Q4 2024
Vacant Total 5.5% 5.6% ¢y 5.3% 'r
Vacant Direct 5.4% 5.5% N 5.3% »
Available Total 6.0% 6.1% N 57% 'r
Available Direct 5.9% 6.0% v 5.6% 0
Net Absorption (SF) 568,960 812,168 v 542,573 »
Leasing Activity (SF) 1,710,152 1,806,486 v 2,295,370 v
Construction (SF) 3,344,050 2,514,807 4* 3,393,495 N
Deliveries 520,117 700,927 N 809,089 N
Avg Asking Rent (Gross) $20.89 $20.49 , $20.61 ,
Inventory (SF) 406,231,447 405,711,330 T 403,451,061 T
VACANCIES
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Q4 in Review

The Houston retail market remained balanced
in Q4 2025, with a healthy vacancy rate of
5.5%. This stability is attributed to the balance
between supply and demand, as net absorption
for the quarter came in at 568,960 square feet,
and the addition of 520,117 square feet of new
construction was added to inventory.

Leasing activity remained brisk, with only a

5.3% decline over the quarter. The construction
pipeline increased 33%, with 3.3 million square
feet under construction. Meanwhile, the average
asking rental rate continued to increase, up 2.0%

quarterly to $20.89 per square foot.

Houston Economic Update

Houston’s unemployment rate increased from
4.5% in July to 4.8% in September, and increased
from 4.4% one year ago. Houston’s labor market
recorded employment growth of 0.9% year-over-
year (ending September 2025), adding 30.700
jobs, a decrease compared to the annual 66,700
jobs gained in September a year ago.

Job growth was uneven across sectors.
Education and Health Services employment
was a standout, growing at an annualized rate
of 3.3% from September 2024 to September
2025 (15,100 jobs). Additional sectors showing
resilience include Mining and Logging, which
expanded at a 2.9% annualized rate (2,300 jobs),
and the Leisure and Hospitality sector, which
increased at a 2.5% annualized rate (9,000 jobs).
Sectors that experienced job losses include
Information, down 2.7% (700 jobs); Professional
and Business Services, down 2.4% (13,700 jobs);
and Manufacturing, down 0.8% (1,900 jobs).
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Vacancy Rate Remains Low at 5.5%

The total average vacancy rate fell 10 basis points over the quarter to 5.6%, but was
up 20 basis points year over year. Over recent quarters, supply and demand have
been in lockstep, with most of the net absorption going into new deliveries. The total
availability rate dropped from 6.1% to 6.0% on a quarterly basis but increased by

30 basis points from Q4 2024. If supply and demand continue to mirror each other,
vacancy will remain tight in the near term.

Positive Demand Decreases, but In Step with Deliveries

Net absorption, which is the difference between move-ins and move-outs, decreased
from the previous quarter, recording 568,960 sq. ft., pushing the year-end total net
absorption to 1.8 million sq. ft. Although absorption declined, it was offset by new
deliveries, helping keep vacancy low. Notable Q4 2025 move-ins include EOS Fitness
moving into 50,000 sq. ft. at 9025 Highway 6 South in the Sugar Land submarket,
Havertys Furniture moving into 42,000 sq. ft. in Valley Ranch Town Center in New
Caney, and AR’s Entertainment Hub moving into 40,000 sq. ft. in Spring Park Village.

Leasing Activity Down, but Still Healthy

Although leasing activity declined 5.3% during Q4 2025, 1.7 million sq. ft is still a
healthy quarterly total for the tight Houston market, which helped push the year-end
leasing total to over 8.0 million sq. ft. Recently signed leases included DICK’s Sporting
Goods’ 60,000 sq. ft. lease at The Grand at Aliana shopping center, TakeOff Adventure
Park’s 60,000 sq. ft. lease at Fairmont Parkway shopping center, Floor and Décor
Outlets’ 56,000 sq. ft. lease at Meyer Park shopping center, and Charlie’s Collectible
Show’s 44,000 sq. ft. lease at Legacy Pointe.




Construction, Deliveries
& Investment Trends

Construction deliveries were down 25.8% for the quarter,
adding 520,117 sq. ft. Deliveries were down 35.7% for the
year. The construction pipeline stands at 3.3 million sq. ft.,
up 33% quarter-over-quarter but down 1.5% year-over-
year. Much of the construction is in the Northwest and
Southwest submarkets, near recently developed residential
subdivisions.

According to CoStar Capital Market Analytics, the
cumulative 12-month sales volume at the end of the fourth
quarter in the Houston retail market was $841 million. With
910 deals completed, the average transaction price currently
stands at $268 per sq. ft., and the average capitalization
rate is 7.1%. Notable sale transactions in Q4 2025 include
the 190,510 sq. ft. Baybrook Village (part of a portfolio),
purchased by Fidelis Realty Partners from O’Connor Capital
Partners for an undisclosed amount. Also, Unilev Capital
Corporation’s 419,731 sq. ft. West Road Plaza is currently
under contract, and the price is undisclosed.

Balanced demand and activity have kept Houston’s retail
vacancy low, which, in turn, has kept the average asking rent
on an upward trend toward record highs. The average NNN
rental rate marginally rose 2.0% over the quarter from $20.49
per sq. ft. to $20.89 per sq. ft. in Q4 2025. Year-over-year,

the metro’s average asking rent increased 1.4% from $20.61
per sq. ft. At the submarket level, the Inner Loop submarket
continues to have the highest average rate at $30.44 per

sq. ft. In contrast, the Southeast submarket had the lowest
average rate at $17.51 per sq. ft.
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Market Overview

Q4 2025 2025

Total Q42025 Q32025 Net YTD Net Q4' 20?5 Under_ Tot.al AVG
Submarket Inventory Vacancy Vacancy Absorption  Absorption Deliveries Construction Asking Rent

(SF) (%) (%) (SF) ) (SF) (SF) NNN ($/PSF)
Inner Loop 31,984,013 6.3 6.2 -29,495 -115,814 15,820 35,224 30.44
North 78,581,497 57 5.6 -6,971 148,230 98,719 316,971 18.05
Northeast 31,994,074 4.6 4.3 -13,809 -5,736 64,851 283,549 18.79
Northwest 75,833,221 5.9 6.1 210,565 1,051,961 67,875 922,351 22.29
South 17,302,814 5.1 5.1 38,287 95,461 40,300 561,362 19.69
Southeast 59,719,124 6.4 6.6 138,206 -50,796 16,230 187,729 17.51
Southwest 63,466,361 5.1 5.0 59,379 359,240 149,783 894,158 21.50
West 47,349,843 4.5 4.8 172,798 345,436 66,539 172,706 23.50

Houston Market Total 406,231,447 5.5 5.6 568,960 1,827,982 520,117 3,344,050 20.89



Houston Retail Submarkets
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5847 San Felipe St, Suite 1400
Houston, TX 77057
713 629 0500

901 South MoPac, Suite 550
Austin, TX 78746
512 580 6025

112 E. Pecan, Suite 1515
San Antonio, TX 78205
210 446 3655

1717 McKinney Ave, Suite 1480
Dallas, TX 75202
214 550 2990

999 Peachtree St NE, Suite 1250
Atlanta, GA 30309
404 595 0500

Steve Triolet

SVP of Research and Market Forecasting

tel 214 223 4008

steve.triolet@partnersrealestate.com

PARTNERSREALESTATE.COM
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