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*  Texas employment growth on a year-over-year (YOY) basis continues to outpace expectations
and long-term trends across industries and in the big four Metropolitan Statistical Areas (MSAs).

e  There is some moderation in monthly employment, and YOY results are expected to moderate
further through 2023, moving closer to long-term trends.

. Office vacancy remains generally elevated across the major MSAs but is levelling. In Austin, the
current square footage under construction (~¥8 percent of existing inventory) will result in
increased vacancy. The eventual strength of work-from-home, hybrid-work, and corporate real
estate rearrangement will remain a wild card for the midterm in all markets.

Apartment vacancy remains subdued across all markets, but it has started to turn upward.
Continued population growth and work-from-home demand pressures will contend with the last
two years’ unusually high permitted unit volumes coming online.

TEXAS A&M UNIVERSITY
Texas Real Estate Research Center
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TEXAS A&M UNIVERSITY

Total employment growth in the Austin MSA remains strong and elevated above more typical
pre-COVID-19 trends on both a YOY basis and through recent months.

On the other hand, the information and professional business services industries have seen
employment growth slow in the last few months.

Long-term employment growth is expected to moderate toward pre-pandemic rates.

Office vacancy remains elevated and continues to receive upward pressure from the shakeout
from work-from-home/hybrid work and a large ratio of inventory (8 percent) under-construction
projects set to deliver over the next few years.

Apartment vacancies have started rising, but they remain relatively low. Vacancy rates will likely
increase over the next few years due to the large proportion of units currently under
construction relative to total inventory (12.3 percent).

Texas Real Estate Research Center 15
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key employment trends
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absorption/construction

Current Previous Quarter Previous Year

Vacancy Percent Class A 8.30%
Vacancy Percent Overall 7.50%
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absorption/construction

Absorption and Delivery as Percent of Inventory

3%

Current Previous Quarter Previous Year 2%

Starts Percent Overall 2.06%
Absorption Percent Overall 0.93% 1%
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Number of Units
Austin Metro Multifamily LMAs
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Current Previous Quarter Previous Year

Effective Rent Per Unit Class A $1,861
Effective Rent Per Unit Overall $1,627
Effective Rent Per SF Class A $2.03

Effective Rent Per SF Overall $1.86
| larger  Smaller
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Year over Year Growth in Effective Rent
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Local Market Area (LMA) Definitions

Average Effective Rent/ SF

Austin Metro Class A Multifamily LMAs
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Average Effective Rent/ SF
Austin Metro Multifamily LMAs
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Vacancy
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Vacancy
Austin Metro Class A Multifamily LMAs
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Vacancy
Austin Metro Multifamily LMAs
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key employment trends
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absorption/construction

Current Previous Quarter Previous Year

Starts SF Overall 1,709,221

Net Absorption SF Total Overall 191,035
Deliveries SF Overall 687,767

Under Construction SF Overall 6,888,858
| lager  smaller
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absorption/construction

Absorption and Deliveries as Percent of Inventory
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Rentable Building Area
Austin Metro Office LMAs
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Current Previous Quarter Previous Year
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Average Weighted Rent
Austin Metro Class A Office LMAs
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Average Weighted Rent
Austin Metro Office LMAs
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Vacant Percent % Total
Vacant Percent % Total
Availability less Vacancy
Availability less Vacancy
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Current Previous Quarter Previous Year
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Vacancy
Austin Metro Class A Office LMAs
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key employment trends
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absorption/construction

Current Previous Quarter

Starts SF Overall 203,563

Net Absorption SF Total Overall 137,400
Deliveries SF Overall 115,282

Under Construction SF Overall 913,162

Than Current
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absorption/construction

Current Previous Quarter Previous Year

Starts Percent Overall 0.24%

Under Construction Percent Overall 1.07%
Absorption Percent Overall 0.16%
Deliveries Percent Overall 0.13%

Than Current
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Local Market Area (LMA) Definitions

Rentable Building Area
Austin Metro Retail LMAs
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NNN Rent
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Average Weighted Rent
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Vacancy
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Vacancy
Austin Metro Retail LMAs
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key employment trends
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absorption/construction

Current Previous Quarter Previous Year

Starts SF Overall 1,778,905

Net Absorption SF Total Overall 985,851
Deliveries SF Overall 1,180,859

Under Construction SF Overall 5,027,683
| lager  smaller

Than Current

Starts Square Footage
2,500,000
2,000,000
1,500,000
1,000,000
500,000

0
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

e Starts SF

TEXAS A&M UNIVERSITY
ﬁT’! Texas Real Estate Research Center

Absorption and Delivery Square Footage
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absorption/construction
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Rentable Building Area
Austin Metro Warehouse LMAs
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NNN Rent Overall Overall
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Current Previous Quarter Previous Year

Vacant Percent % Total Overall 4.13%
Availability less Vacancy Overall 4.20%
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Vacancy
Austin Metro Warehouse LMAs
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* Apartments
e Office
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TEXAS A&M UNIVERSITY
Texas Real Estate Research Center

53



TEXAS A&M UNIVERSITY

Total employment in the Dallas-Fort Worth MISA remains strong, growing faster than pre-COVID
trends on both a YOY and monthly basis.

While remaining above pre-pandemic trends YOY, the financial and professional and business
services industries have experienced slowing growth rates in the past few months.

Long-term employment growth across the metro is expected to moderate toward pre-COVID
rates.

Office vacancy increases have leveled off, but continued upward pressure may remain if
employers recalibrate to the new work-from-home/hybrid work environment. Many of these
responses and their extent are still unclear. Falling construction activity, along with expectations
of continued economic growth, will put downward pressure on office vacancies.

Apartment vacancies remain lower than pre-COVID but have flattened (Class A) or even risen
marginally (overall). The level of units under construction relative to the market inventory

remains in line with levels seen from 2016-19, suggesting limited upward vacancy risk from near-
term deliveries.

Texas Real Estate Research Center o



key employment trends
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key employment trends
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absorption/construction
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absorption/construction
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Local Market Area (LMA) Definitions
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Effective Rent Per Unit
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Average Effective Rent/ SF
DFW Metro Class A Multifamily LMAs
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Local Market Area (LMA) Definitions
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Vacancy
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Local Market Area (LMA) Definitions

Vacancy
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el &
|
Jacksboro @ 'OMcKlnney
e, _ Greenville
5
G*and
_ Mineral Wells Mesquite
~Weatherford 71 & ITerrelI
'
" oCedar Hill
Vacancy Rate &3 ¥
L
- 220%
B4

20% - 16%

A 5% AJWaxahachle N

iclebume Cedar
. Creek

125%- 0% e

8% - 4%
B <4 Miles

0 5 10 20 30 40
Corsicana
i

Sources: Costar, Esri, CGIAR, USGS, Baylor University, Texas Parks & Wildlife, HERE, Garmin, SafeGraph, FAO, METI/NASA, EPS, NPS

vacancy



Local Market Area (LMA) Definitions

Vacancy

LMAs

Jacksboro

_Mineral Wells

Vacancy Rate

- 220%
- 20% - 16%

16% - 12%
12% - 8%

- 8%-4%

-

DFW Metro Multifamily

&ahachle

&3

LS
Greenville
= =N

- v
L 2N Crech .
Reservoir
Miles
0o 5 10 20 30 40

Corsicana
i

Sources: Costar, Esri, CGIAR, USGS, Baylor University, Texas Parks & Wildlife, HERE, Garmin, SafeGraph, FAO, METI/NASA, EPS, NPS

vacancy



key employment trends
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absorption/construction
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absorption/construction

Absorption and Deliveries as Percent of Inventory
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Rentable Building Area
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Local Market Area (LMA) Definitions

Average Weighted Rent
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Local Market Area (LMA) Definitions

Average Weighted Rent
DFW Metro Office LMAs
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Vacancy
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key employment trends
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absorption/construction
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absorption/construction

Absorption and Deliveries as Percent of Inventory
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Local Market Area (LMA) Definitions

Rentable Building Area
DFW Metro Retail LMAs
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NNN Rent Overall
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Average Weighted Rent
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Local Market Area (LMA) Definitions
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key employment trends
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absorption/construction

Current Previous Quarter

Starts SF Overall 10,746,322

Net Absorption SF Total Overall 5,456,201
Deliveries SF Overall 4,726,872

Under Construction SF Overall 30,909,518
| lager  smaller

Than Current

Starts Square Footage

12,000,000
10,000,000
8,000,000
6,000,000
4,000,000
2,000,000

0
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

= Starts SF

TEXAS A&M UNIVERSITY
ﬂ?! Texas Real Estate Research Center

Previous Year

10,000,000
8,000,000
6,000,000
4,000,000
2,000,000

0

-2,000,000

40,000,000
30,000,000
20,000,000
10,000,000

0

Absorption and Delivery Square Footage

2000 2002 2004 2006 2008 010 2012 2014 2016 2018 2020 2022

e Net Absorption SF Total = === Deliveries SF

Under Construction Square Footage

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

= |Jnder Construction SF
Sources: CoStar, Texas Real Estate Research Center at Texas A&M University

86



absorption/construction
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Absorption and Deliveries as Percent of Inventory
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Rentable Building Area
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NNN Rent Overall Overall
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Current Previous Quarter Previous Year

Vacant Percent % Total Overall 6.07%
Availability less Vacancy Overall 3.90%
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Local Market Area (LMA) Definitions

Vacancy
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* Economy

* Apartments
e Office

e Retalil
e \Warehouse
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TEXAS A&M UNIVERSITY

Total employment in the Houston MSA remains strong with growth elevated above pre-COVID
trends on both a YOY and monthly basis. Long-term employment growth across the economy is
expected to moderate toward pre-COVID rates.

Direct oil and gas employment has shown significant recovery from the lows of 2021 on a YOY
basis but has dropped in recent months without returning to pre-COVID levels.

Trade and transportation employment continues to perform well based on movement through
the port as well as retail trade.

Office vacancy increases have leveled off, but continued upward pressure is possible if
employers recalibrate to the new work-from-home/hybrid work environment. These responses
and their extent are still unclear. Falling construction levels and expectations of continued
economic growth may reduce office vacancies.

Apartment rent growth remains above historic trends but is moderating. Falling construction
levels should mean lower downside risk.

Texas Real Estate Research Center 93



key employment trends
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key employment trends
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key employment trends
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Current Previous Quarter

Starts Units Overall 4,383
Absorption Units Overall 2,523
Deliveries Units Overall 4,474

Under Construction Units Overall 25,874
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absorption/construction

Absorption and Delivery as Percent of Inventory
2%

Current Previous Quarter Previous Year

Starts Percent Overall 0.58% 1%
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Local Market Area (LMA) Definitions
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Current Previous Quarter

Effective Rent Per Unit Class A $1,673
Effective Rent Per Unit Overall $1,253
Effective Rent Per SF Class A $1.73
Effective Rent Per SF Overall $1.40
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Average Effective Rent/ SF
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Local Market Area (LMA) Definitions

Vacancy
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Local Market Area (LMA) Definitions

Vacancy
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key employment trends
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absorption/construction

Current Previous Quarter

Starts SF Overall 230,173

Net Absorption SF Total Overall 192,259
Deliveries SF Overall 226,818

Under Construction SF Overall 3,102,655
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absorption/construction

Absorption and Deliveries as Percent of Inventory
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Average Weighted Rent
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Average Weighted Rent
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Vacancy
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Local Market Area (LMA) Definitions

Vacancy
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Absorption and Delivery Square Footage
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Current Previous Quarter Previous Year
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Current Previous Quarter Previous Year
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Absorption and Deliveries as Percent of Inventory
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TEXAS A&M UNIVERSITY

Texas Real Estate Research Center

Total employment in the San Antonio MSA remains strong with growth above pre-COVID trends
on both a YOY and monthly basis.

Long-term employment growth across the economy is expected to moderate toward pre-COVID
rates.

Office vacancy increases have leveled off, but they may increase if employers recalibrate to the
new work-from-home/hybrid work environment. These responses and their extent are still
unclear. Falling construction levels and expectations of continued economic growth will provide
downward pressure on office vacancies.

Apartment rent growth remains high by historic standards but is moderating. Elevated
construction levels will place downward pressure. Continued economic growth should provide
some support.
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Absorption and Delivery Units as Percent of Inventory
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Average Effective Rent/ SF
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Local Market Area (LMA) Definitions
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Local Market Area (LMA) Definitions
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Vacancy
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Absorption and Delivery Square Footage
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Rentable Building Area
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Office Base Rent
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Average Weighted Rent
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Vacant Percent % Total
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Local Market Area (LMA) Definitions
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key employment trends
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absorption/construction

Absorption and Delivery Square Footage
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absorption/construction

Absorption and Deliveries as Percent of Inventory
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Rentable Building Area
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NNN Rent
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Local Market Area (LMA) Definitions

Average Weighted Rent
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Vacancy
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Local Market Area (LMA) Definitions

Vacancy
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key employment trends
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absorption/construction
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absorption/construction
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Local Market Area (LMA) Definitions

Rentable Building Area
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NNN Rent Overall Overall
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Vacant Percent % Total
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Vacancy
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Asking rents. The dollar amount per square foot the landlord requests from a tenant, excluding tenant
improvements and concessions. Leases typically dictate this amount paid annually.

Effective rents. The dollar amount per square foot the landlord requests from a tenant, after deducting
concessions.

Absorption. The net change in occupied space, measured in square feet, over a given period. Net
absorption reflects the amount of space occupied as well as the amount of space vacated. Net absorption
includes direct and sublease space.

Nominal. Value or rate reflecting current prices or rates without adjusting for inflation. Values are not
inflation adjusted in this report.

SF. Square feet.

Under construction. The square footage being built within a particular market; applies to buildings that
have not received a certificate of occupancy.

Vacancy rate. A measurement expressed as a percentage of the total amount of physically vacant space
divided by the total amount of existing inventory.
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Local market area map analysis. To facilitate spatial visualization of individual building data, a grid of
points was distributed across each Metropolitan Statistical Area with the points half a mile apart. Key
market statistics were calculated at these reference points. Local Market Area parameters are then
recalculated for all the buildings within one mile of each grid point, for those grid points that contain
at least three buildings within one mile. At each Local Market Area point shown, the parameters
calculated are for the “sub-market” within one mile of that point. Rentable building area is the sum
of rentable building area within each Local Market Area. The sum of all Local Market Areas’ Rentable
Building Areas will overstate total market Rentable Building Area due to the overlapping nature of the
Local Market Areas. Vacancy is the weighted vacancy of the buildings within each Local Market Area.
Average weighted rent is the weighted rent of the buildings within each Local Market Area.
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