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The current economic environment will reshape the way business begin to reopen in Texas, leaving commercial 
buildings to play a pivotal role in preventing the spread of COVID-19. Industry leaders have shifted their focus on how 
technology, design and analytics can be used to reduce the risk of infectious disease and better communal health 
outcomes. 

The future of office space design will include new technology such as air quality and filtration systems, touchless 
sensors controlled by phone application, AR/AI systems, voice activation systems, thermal detection cameras and 
more. Office space designers could also see implementing materials traditionally used in hospitals to be introduced 
into commercial buildings. Materials such as wall and floor 
coverings, and incorporating anti-microbial steels such as 
copper and brass. 

While roughly 70 percent of companies decided to reduce 
their office footprint with the by moving to a remote work 
style (CoreNet Global Survey), Gensler reports that people 
are ready to come back to work. Gensler’s 2020 U.S. Work 
From Home Survey concluded that three out of every four 
respondents said the people are what they miss most 
about being in the office. Additionally, 55 percent said 
collaborating and staying informed with others is harder 
at home. The younger generations (Millennial and Gen 
Z) should have an easy transition to working from home 
since they are more experienced in socializing virtually 
and have the work-anywhere mentality. Surprisingly, the 
results concluded that the younger generations  were less 
productive and less satisfied with the work-from-home 
experience due to the less optimal work environments at 
home. They reported it was harder to avoid distractions 
and maintain work-life balance than their older peers. In 
retrospect, people are prepared to come back to the office, 
but only with a different workplace. This includes more 
space, increase in social distancing, stricter policies against 
coming in sick, less desk sharing and increased support for 
mobile and virtual work. 
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Market Overview 
& Outlook
Recovery trends, unemployment rates 
and the health of the Houston economy
COVID-19 is a chief example of an unforeseen, economic shock that constitutes a threat of economic downturn and 
shatters markets. The U.S. economy has seen this role played out in the past by a financial crisis, a tech bust and many oil 
downturns. Research about the past business-cycle impact of these economic downturns show that these last roughly 
six months, have a high infection rate, are likely to increase the death toll and have a typical recession impact due to 
labor shortages, illness and disruptions in supply. 

On top of the already economic downturn produced from the pandemic, Houston faces an even more complex 
situation. The oil war between Saudi Arabia and Russia has ended but where does that leave us now? The West Texas 
Intermediate averaged $23 per barrel the first two weeks in May. Regardless of the price improvement, that is still not 
enough to support an increase in drilling activity (Greater Houston Partnership). Moreover, the Federal Reserve Bank 
of Dallas completed a recent study finding that most companies need crude priced at $25 to $30 per barrel to cover 
an existing well’s operating costs, and $49 or more to make profit from drilling a well. With these numbers in mind, 
recovery trends show that oil price is expected to rise to $60 to $65 per barrel in 2022, paving a long, tough road to full 
economic recovery. 

Dr. Robert W. “Bill” Gilmer, Director of the Institute for Regional Forecasting (IRF) at the University of Houston’s Bauer 
College of Business, concludes that the impacts of COVID-19 are forcing an enormous glut at a price neither parties can 
afford. Furthermore, the stay-at-home orders and frail global economy has created this surfeit. “Rebalancing [is] unlikely 
[to happen] until late this year, and even if [the] oil price is back to $50 to $55 next year, for the U.S. fracking it will feel 
like $40 per barrel”, says Gilmer. Nonetheless, both the U.S. and global recession would have caused a reduction in oil 
price no matter what. 

Between the end of March and end of May, the Greater Houston Partnership (GHP) predicts that 400,000 people in 
Houston will have filed for unemployment insurance. With almost every sector impacted by the pandemic, most of 
the claims are coming from restaurants, temporary work, department stores, offices and dentists. Rystad Energy, a 
consulting firm, estimates that about a third of the onshore and offishore oilfield related jobs in the U.S. will be lost in 
2020.  Houston is set to mimic the national unemployment rate of hitting 20 percent by the end of the first quarter. This 
number will turn around quickly as people begin to return back to work and social distancing ends. 

As the road to recovery begins, Houston’s business sectors face unique challenges. Taking a look at the brighter side, a 
new drug or treatment is on the horizon that can bring  ‘normalcy’ back to life, and increase consumer confidence. If the 
nation is able to go back to creating jobs at the rate of 200,000 a month pre-pandemic, it will take roughly four years to 
reach the point of full recovery, according to the GHP. 

Returning Back to 
the Workplace
Embracing the “new normal” through 
technology, design and analytics

Only 12% of U.S. 
workers want to work 
from home
full-time. Most want 
to return to the 
workplace,
but with critical 
changes. The top 
reason employees 
want to come back to 
the office: the people.

Gensler U.S. Work From Home Survey 2020
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Notable
Construction
Houston Office Market
The 850,000 square foot Amazon e-commerce 
fulfillment center broke ground in Richmond, west 
of Houston near the Grand Parkway. The project is 
set to open 2021, and will create 1,000 jobs. This site 
is located roughly equidistant from the 93.5 acre 
Amazon site at 10507 Harlem Road off Highway 59 
and Interstate 10. Trammell Crow is the developer. 

Hines is set to deliver one of the largest, 1.1 million square 
feet, buildings in Downtown Houston. Texas Tower is set 
to deliver on 2021, and has 212,000 square feet preleased 
to the anchor tenant, the Vinson & Elkins law firm. 
Hines is moving their U.S. headquarters from Williams 
Tower into 180,000 square feet of space in the building. 

Healthpeak Properties Incorporated is developing a new 
116,500 square foot, five-story, Class A medical office center at on 
the campus of The Woman’s Hospital of Texas in Houston, 7500 
Fannin Street. Construction is set to complete by December 
2021. The building is currently 36 percent preleased, with the 
largest commitment from Houston Women’s Care Associates, a 
14-provider practice expanding its current on-campus footprint.

The Republic Building, an eight-story, 19,850 square foot 
office building located across from the Harris County 
Courthouse in Downtown Houston will undergo major 
refurbishment. Recently acquired by MVL Group, the 
building, 1018 Preseton Street at Fannin, will be the 
company’s new corporate headquarters. MVL Group is an 
industry leading U.S. Government Prime Contractor with an 
international footprint providing design and build services 
to the defense, construction, and engineering industries.

5.3M

SF UNDER 
CONSTRUCTION

 
Approximately half of the five 

million square feet of development 
occurs in just two submarkets: 

Katy Freeway East and the Central 
Business District (CBD), according to 

CoStar. 

22.5%

VACANCY RATE
 

By the end of the second quarter 
2020, the Houston vacancy rate 

was 22.5 percent. This city’s office 
vacancy rate has not yet peaked, 

causing a sense of caution.  

FORECLOSURE - Two Westlake Park, a 17 story office building in the 
Energy Corridor, foreclosed during the second quarter 2020. The 454,843 
square foot building was purchased by Hicks Venture and Pinco in 2014 
for $120 million. The building is now less than five percent occupied. 

LEASE - JPMorgan Chase bank leased 250,000 square feet of 
office space  in the largest office tower in Texas. The 75 story 
building is located at 600 Travis Street in downtown Houston. The 
building is set to undergo major renovations with the banks move. 
The bank is expected to vacate its space at 1111 Fannin Street. 

BUILD-TO-SUIT - Alight Solutions occupied 180,000 square feet of 
office space in The Woodlands, Texas in March 2020, developed as a 
build-to-suit by The Howard Hughes Corporation. This was the largest 
move-in documented throughout 2020. Additionally, Alight Solutions 
moved out of roughly 360,000 square feet at 9500 Lakeside Boulevard. 

SALE - British Petroleum PLC (BP) has agreed to sell their global 
petrochemicals business to INEOS for $5 billion. BP’s petrochemical 
business has interests in 14 plants globally, and reached production 
of 9.7 million metric tons in 2019. This part of the business 
focuses on aromatics and acetyls, as stated by MarketWatch. 

Significant
Market Activity
Houston Office Market

SPECIAL SERVICING - Bisnow reports that a $47 million floating-rate 
loan in place by One Westchase Center has been transferred to special 
servicer LNR Partners, even through the loan is current. The owner, 
Investcorp US Real Estate LLC, is seeking to transition the asset to the lender 
because of uncertain maturity and the effects of the global pandemic. 

Of the 100 largest new office leases signed in 2019, more than 70 percent for four star space 
(≈ ≥ Class A and/or B), and 20 percent were for five star space (≈ ≥ Class A), with majority of leases 
taking place in buildings built or renovated since 2011 (CoStar). 
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Absorption, Rental Rates
& Occupancy
Houston Office Market

“Beyond the pent-up demand, pandemics tend to 
leave a sharp recovery in the wake of a steep decline 
in economic activity. The recovery should help at least 
half of Houston’s economy in the nation’s fifth-largest 
metropolitan area. Meanwhile, the outlook for the 
energy industry, which makes up roughly the other half 
of Houston’s economy, remains more tenuous.

bust and many oil downturns. Research about the past 
business-cycle impact of these economic downturns 
show that these last roughly six months, have a high 
infection rate, are likely to increase the death toll and 
have a typical recession impact due to labor shortages, 
illness and disruptions in supply. 

On top of the already economic downturn produced from 
the pandemic, Houston faces an even more complex 
situation. The West Texas Intermediate averaged $23 
per barrel the first two weeks in May. Regardless of the 
price improvement, that is still not enough to support an 
increase in drilling activity (Greater Houston Partnership). 

COVID-19 is a chief example of an unforeseen, economic 
shock that constitutes a threat of economic downturn 
and shatters markets. The U.S. economy has seen this 
role played out in the past by a financial crisis, a tech 

CoStar Group, Office Market Summary

Yearly Trends

Occupancy
CoStar predicts that the Houston office 
market could foresee a lag effect, lasting up 
to one year. A time in which vacancies rise as 
demand contracts, Houston has the potential 
to see negative eight million square feet of 
net absorption between the second quarter 
of 2020 and mid-year 2021 before demand 
recovers. Houston has a vacancy rate of 17.5 
percent. 

Rental Rates
Rents are forecasted to decline over the next 
several months due to the coronavirus’s 
impact on the economic and social livelihood 
of Houston. CoStar reports that asking rents 
started to recover after a multi-year decline. 
Asking rents will depend on the trajectory of 
the gradual reopening of the U.S. economy. 

Net Absorption
Through the second quarter 2020, total 
citywide absorption ended the quarter at 
negative 942,653 square feet. The submarkets 
that have benefited in the previous three 
quarters are the Katy Freeway West, The 
Woodlands and West Loop. The submarkets 
that had the most negative absorption in the 
second quarter were West Loop and the CBD.
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Office Market Statistics Submarket Total 
Inventory

Total SF 
Available

Total Direct 
Vacancy (%)

Sublease (SF)
Available

YTD Net 
Absorption

Under 
Construction 

SF

Avg. Gross 
Rate ($/PSF)

Midtown 10,036,749 1,467,850 89.4% 30,336 -143,232 527,716 $31.33

   Class A 2,852,931 531,922 89.6% 2,541 12,965 492,344 $36.60

   Class B 4,702,903 682,373 88.2% 25,655 -147,202 35,372 $28.00

   Class C 2,477,937 251,401 91.7% 2,140 -8,995 0 $27.02

NASA/Clear Lake 10,289,897 1,522,388 86.6% 36,469 7,097 77,700 $21.52

   Class A 2,399,054 374,524 86.0% 27,661 -11,500 0 $25.99

   Class B 6,019,403 995,789 84.6% 8,808 9,803 77,700 $20.37

   Class C 1,853,147 152,075 93.7% 0 5,087 0 $18.99

North Belt 14,251,385 5,710,963 60.2% 9,369 73,326 0 $18.76

   Class A 5,660,819 3,293,091 39.8% 4,287 -31,413 0 $21.10

   Class B 6,960,254 2,241,094 69.7% 5,082 105,953 0 $15.85

   Class C 1,630,312 176,778 90.9% 0 -1,214 0 $11.45

Northwest 12,179,305 2,130,484 84.2% 27,909 -29,350 149,200 $21.37

   Class A 2,172,012 768,682 70.7% 14,438 21,866 114,349 $25.06

   Class B 6,930,506 1,082,951 84.5% 13,471 -24,452 34,851 $19.25

   Class C 3,071,917 276,611 93.2% 0 -26,764 0 $17.25

San Felipe/Voss 5,345,927 1,322,246 78.5% 24,797 -53,857 0 $29.14

   Class A 1,714,911 503,056 75.5% 21,547 -29,333 0 $34.88

   Class B 3,543,894 809,738 79.6% 3,250 -24,524 0 $23.69

   Class C 87,122 9,452 92.0% 0 0 0 $24.76

S. Main/Medical 13,067,153 1,167,804 92.9% 19,059 -169,269 277,181 $26.24

   Class A 4,487,586 527,656 91.7% 10,038 -170,967 160,681 $31.87

   Class B 5,885,460 463,161 94.0% 3,121 11,273 116,500 $23.62

   Class C 2,694,107 176,987 92.5% 5,900 -9,575 $24.06

Southwest 12,739,929 2,864,343 82.4% 25,233 26,243 0 $17.11

   Class A 1,586,913 478,365 72.0% 0 -3,674 0 $17.69

   Class B 8,374,476 2,099,143 81.2% 22,033 17,724 0 $17.41

   Class C 2,773,046 281,341 91.7% 3,200 12,193 0 $13.27

West Loop 24,767,673 6,821,032 79.4% 206,131 -223,736 70,000 $35.72

   Class A 18,834,521 5,750,781 77.6% 181,440 -199,817 0 $37.50

   Class B 5,561,220 1,053,441 84.4% 24,691 -23,919 70,000 $25.67

   Class C 371,932 16,810 95.7% 0 0 0 $20.06

Westchase 18,925,628 5,100,311 75.9% 317,835 -20,577 0 $27.74

   Class A 9,767,362 2,880,692 73.3% 294,056 76,614 0 $34.62

   Class B 8,312,986 2,178,205 76.9% 23,779 -94,929 0 $21.90

   Class C 845,280 41,414 95.4% 0 -2,262 0 $15.51

Woodlands 23,623,900 3,825,063 88.4% 159,050 -96,538 746,938 $32.12

   Class A 14,267,971 2,113,860 91.0% 119,615 -53,420 134,938 $34.90

   Class B 8,202,788 1,551,063 83.1% 38,285 -13,339 612,000 $30.71

   Class C 1,151,941 158,940 95.0% 1,150 -28,579 0 $27.13

Submarket Total 
Inventory

Total SF 
Available

Total Direct 
Vacancy (%)

Sublease (SF)
Available

YTD Net 
Absorption

Under 
Construction 

SF

Avg. Gross 
Rate ($/PSF)

Houston Citywide 333,909,512 70,564,092 77.5% 3,222,679 -1,011,414 5,777,036 $29.06

   Class A 148,849,024 38,007,900 79.9% 2,638,485 -455,517 4,020,398 $34.69

   Class B 142,924,301 28,994,987 82.6% 555,322 -341,632 1,756,638 $22.74

   Class C 42,016,589 3,535,339 93.0% 28,872 -204,737 0 $19.56

Bellaire 5,227,867 1,079,878 85.0% 11,188 -96,304 52,825 $24.55

   Class A 1,602,427 306,771 89.3% 9,411 -47,092 52,825 $29.12

   Class B 2,917,897 682,007 81.9% 1,777 2,874 0 $23.47

   Class C 705,543 91,100 88.1% 0 -52,086 0 $18.49

CBD 51,367,786 12,807,469 79.6% 932,600 -188,434 1,251,856 $39.55

   Class A 35,515,070 8,996,565 79.7% 833,475 -209,439 1,251,856 $42.59

   Class B 14,144,286 3,771,779 77.7% 99,125 17,185 0 $28.41

   Class C 1,708,430 39,125 93.7% 0 3,820 0 $18.27

Ft. Bend/Sugar Land 10,249,829 1,648,825 87.5% 92,248 -104,820 97,652 $26.92

   Class A 4,001,716 765,092 87.9% 67,785 -50,394 0 $28.76

   Class B 5,588,317 826,836 86.5% 24,463 -53,017 97,652 $25.32

   Class C 658,174 55,275 94.6% 0 213 0 $22.09

FM 1960 16,642,974 3,951,579 81.6% 66,868 71,934 138,316 $21.02

   Class A 4,402,145 1,153,048 85.7% 34,672 21,972 0 $26.48

   Class B 9,248,635 2,364,257 77.5% 24,833 75,267 138,316 $19.80

   Class C 2,952,473 431,774 88.2% 7,363 -22,805 0 $20.63

Greenway Plaza 12,689,123 2,507,635 84.9% 113,480 46,296 0 $34.70

   Class A 6,688,440 1,727,552 81.3% 95,677 83,484 0 $37.74

   Class B 4,606,721 716,004 86.9% 16,103 -27,149 0 $28.92

   Class C 1,393,962 64,079 96.2% 1,700 -10,039 0 $23.88

Katy Fwy E & W 39,827,815 8,785,035 82.1% 777,935 78,680 1,200,000 $29.48

   Class A 23,979,670 5,564,427 82.3% 699,501 175,165 1,200,000 $35.58

   Class B 13,134,851 3,064,370 79.2% 72,405 -67,705 0 $22.09

   Class C 2,713,294 156,238 94.3% 6,029 -28,780 0 $21.87

Energy Corridor 27,970,078 7,045,340 78.8% 668,839 20,424 0 $28.58

   Class A 17,673,132 4,280,525 80.4% 602,376 109,419 0 $34.43

   Class B 9,678,395 2,694,767 75.4% 61,303 -64,584 0 $22.15

   Class C 618,551 70,048 87.8% 5,160 -24,411 0 $21.14

Kingwood/Humble 3,717,468 483,682 89.6% 2,175 -16,089 309,106 $25.37

   Class A 319,236 143,734 65.7% 0 4,294 309,106 $26.59

   Class B 2,466,632 267,003 91.4% 2,175 -18,044 0 $25.53

   Class C 929,660 72,945 93.1% 0 -2,339 0 $19.63
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RELATIONSHIPS
IN REAL ESTATE
As Houston’s largest locally owned, full-service commercial real estate 
brokerage and management firm, we believe that business is built 
on relationships. That’s why honesty and integrity are at the heart of 
everything we do. Moody Rambin is large enough to satisfy the most 
demanding of our large institutional clients, yet small enough to deliver 
personalized service from our principals. 
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Al Gabosch
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Ryan King
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Ryan Fassett
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Mark Wood
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Tom Ford
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Robert Baker
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Sheila Puerta
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1455 West Loop South, Suite 700
Houston, Texas 77027

www.moodyrambin.com

(713) 773-5500

The information contained herein was obtained from sources reliable; however, Moody Rambin makes no guarantees, warranties or representations as to the completeness or accuracy thereof.  

Sources/References: VisitHouston, CoStar, the Greater Houston Partnership and Bisnow


