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Economy Leasing Market Fundamentals

– Average annual full-service asking rental rates rose to a new all-time high of $30.31/SF, 
reflecting a 2.9% increase year over year. Direct rates increased by 2.8% year over year to 
$30.47/SF while sublease rents rose by 9.9% annually to $25.59/SF, resulting in a narrowing 
rent spread of $4.88/SF. 

– Overall vacancy rates fell by 20 basis points year over year to 25.6% in the fourth quarter of 
2025. On a quarterly basis, vacancy was unchanged, indicating that occupancies may be 
stabilizing.

– The fourth quarter of 2025 closed with positive absorption of 221,555 SF, a decrease from the 
previous quarter. Annual absorption totaled 1.2 MSF for 2025, the market’s best year for demand 
since 2014.

– Total leasing activity closed the quarter at 2.2 MSF, below the 16-year fourth-quarter average of 
4.6 MSF. Fewer deals transacted during the quarter, with deal volume falling 35.5% year over 
year, with average lease size also decreasing by 22.9% to 3,528 SF. 

Major Transactions Outlook

– The Houston office market will likely continue to see subdued growth as softer leasing volumes 
point to slower stabilization timelines for new projects. Until absorption materially outpaces 
deliveries, speculative starts will face financing challenges.

– Asking rents will likely become range-bound in the near term, as Class A momentum moderates,  
Class B rates remain stable alongside concessions, and the direct-sublet spread tightens. 

– Office occupiers in Houston have strong leverage and can negotiate deals that were not 
available in pre-pandemic conditions. The slow demand recovery, persistent high vacancies, and 
growing willingness among landlords to make deals ensure that this remains a tenant-favored 
market.

– Electronics manufacturer, HP inked the largest deal of the fourth quarter of 2025, with its 
renewal for 378,400 SF at its campus in The Woodlands submarket. 

– Simpson Thacher & Bartlett signed the second largest deal of the fourth quarter of 2025, 
subleasing 99,397 SF from Maverick at 1000 Main St in the CBD submarket. 

– Renewals accounted for three of the quarter’s five largest transactions, highlighting tenant 
leverage and mutual incentives as landlords aim to preserve occupancy and tenants seek to 
sidestep relocation costs.

– The quarter’s five largest deals occurred in various submarkets, highlighting the market’s wider 
appeal to occupiers. 

– The Houston market’s unemployment rate was unchanged year over year at 4.5% and remains 
below the five-year average of 5.5%. 

– Job growth fell by 63 basis points year over year to 0.7%, significantly below the five-year 
average of 1.8%.

– All sectors, except manufacturing, information, business and professional services, reported 
employment growth, with education and health leading job gains at 3.0% over the past 12 
months.

– Office-using jobs in the market contracted in September 2025, with continued losses in the 
information and business and professional services sectors negatively impacting growth. 
Despite this, office-using employment has grown by 6.5% since 2019 and currently stands at 
760,384 jobs. 

Market Observations
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Economic Overview— GMP (Millions $) VS. YoY (%) Change

Despite economic headwinds, gross metropolitan product continues to increase, albeit at a slower pace. Most recently, gross metropolitan product rose 7.9% year over year to reach a 
new all-time high of roughly $700 billion.

Houston Gross Metropolitan Product
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Source: Moody’s Analytics
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Houston has historically posted slightly higher unemployment than the national average while outpacing it in job growth. As of September 2025, Houston’s unemployment rate was 
4.5%, higher than the national average of 4.1%. Houston’s unemployment rate has trailed the national average for most of the last year, widening to a 40-basis point gap in September 
2025. However, employment growth in Houston slowed more sharply, down 63 basis points from the prior year to 0.7%, reflecting a broader labor market cooldown following years of 
strong gains. 

Unemployment Remains Above National Average As Employment Growth Slows

6

Unemployment Rate, Seasonally Adjusted Nonfarm Payroll Employment, Seasonally Adjusted, 12-Month % Change 

Source: U.S. Bureau of Labor Statistics, Houston MSA 
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Known for its energy sector, the Houston market’s two largest employment industries account for 36.1% of market share. The office-using employment’s business and professional 
sector is the second-largest industry sector in the metroplex at 15.9%. While most industries in the metro continued reporting annual growth in September 2025, two office-using 
sectors contracted, with the business and professional services and information sectors both declining by 2.6% year over year. Meanwhile, financial activities reported incremental 
growth of 0.4%.

Decline in Most Office-Using Employment Sectors Continues

7

Employment by Industry, September 2025 Employment Growth by Industry, 12-Month % Change, September 2025

Source: U.S. Bureau of Labor Statistics, Houston MSA
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Office-Using  Employment* and Unemployment Across All Industries

Office-using employment in the Houston market totaled 760,384 employees at the end of September 2025, contracting by 22,721 jobs from the all-time high in December 2024. 
Currently, the unemployment rate is at 4.5%, below the five-year average of 5.5% from 2020 to 2024. The office-using business and professional and information sectors reported 
negative annual growth, while the financial activities sector posted slight gains. The lagging information and business and professional services sectors are contributing factors to 
Houston’s unemployment rate and decreasing office-using employment numbers.

Overall Office-Using Employment Continues to Ease From Historical High

8
Source: U.S. Bureau of Labor Statistics, Houston MSA
*Office-using employment includes employment in the following industry sectors: Professional & Business Services, Financial Activities and Information.
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In the fourth quarter of 2025, insurance was the greatest source of debt financing, accounting for 35.2% of the total volume. Notably, insurance and CMBS loans represent a significant 
share of near-term maturities, with a combined front-loaded debt schedule totaling $31.4 billion over the next five years as of the end of the fourth quarter. The highest debt volume 
due occurs in 2025 at $10.7 billion, indicating the importance of evaluating upcoming maturities as a gauge of future market economic health. The concentration of near-term 
maturities, particularly among insurance and CMBS debt, highlights refinancing risk in a higher-rate environment, indicating the importance of credit quality and capital planning over 
the next cycle.

Highest Loan Volume Due in 2025
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Financing Source (by volume) Debt Maturity Schedule (by loan type)

Source: RCA, Newmark Research
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Commercial Mortgage Maturities

In the fourth quarter of 2025, office loans represent just 13.1% of the $46.9 billion in maturities coming due between 2025 and 2029, reflecting a limited but growing exposure for a 
sector with relatively stable fundamentals. In contrast, multifamily comprises a much larger share at 57.0%, but strong operating performance as well and sustained lender demand 
have helped keep refinancing risk in check. Overall, these trends underscore a capital market that is increasingly discerning—favoring asset classes with proven resilience and 
income durability.

Multifamily Maturities Particularly Elevated Through 2029, Office Not So Much

11
Source: RCA, Newmark Research
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Historical Construction Deliveries, Net Absorption, and Vacancy

In the fourth quarter of 2025, Houston’s office vacancy rate stood at 25.6% for the second consecutive quarter while falling 20 basis points year over year. This figure remains significantly higher than the 20-year 
historical average of 17.3%, revealing a longer-term trend of steadily increasing vacancies. Since the oil downturn in 2015 and 2016, the Houston market has witnessed a persistent increase in vacancy rates. This 
trend was driven largely by an influx in new office deliveries, which have consistently outpaced annual absorption. Occupancies slowed in the fourth quarter of 2025 with 221,555 SF of positive absorption, below the 
long-term fourth quarter average of 349,324 SF since 2009. However, annual absorption for 2025 totaled 1.2 MSF, the market’s best year for demand since 2014. New supply pressure remained contained in the 
fourth quarter of 2025, as deliveries totaled 89,479 SF. In the near-term, vacancy is likely to remain elevated but stable, as the construction pipeline delivers largely pre-committed space.

Vacancy Stable but High as Annual Demand Improves

13
Source: Newmark Research, CoStar
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Class A Office Inventory vs. Class A Office Vacancy Rate

As of the fourth quarter of 2025, the Houston Class A office market totaled 132.2 MSF, remaining stable with limited new deliveries since 2024. Class A vacancy totaled 27.4% in the 
fourth quarter of 2025, down 70 basis points year over year as vacancy growth flattens and supply tops out. Flight-to-quality remains an ongoing trend as tenants continue to 
consolidate into newer, higher-quality assets, as demonstrated by the declining vacancy rate. 

Class A Vacancy Sees Annual Decline as Inventory Plateaus

14
Source: Newmark Research, CoStar
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Total Leasing Activity (msf)

Leasing activity in the Houston market softened significantly in the fourth quarter of 2025, totaling 2.2 MSF, falling to a historic quarterly low. Fourth quarter leasing was roughly 50.3% 
lower than the same period a year ago and remains below the 16-year fourth-quarter average of 4.6 MSF, highlighting a slower demand environment that began in late 2023. Total annual 
leasing for 2025 also lags at 11.5 MSF, compared to the annual average of 17.0 MSF reported from 2022 to 2024. However, activity during that period was primarily driven by renewals, 
rather than new demand. 

Annual Leasing Volume Falls to Lowest Level Since 2005

15
Source: Newmark Research, CoStar
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Available Space as Percent of Overall Market

Sublease availability in the Houston market has remained relatively stable, with rates hovering between 2.3% and 2.4% over the last eight quarters. In the fourth quarter of 2025, 
sublease availability was 2.4%, rising 10 basis points from the previous quarter. While direct availabilities have generally risen since the pandemic, they have decreased from the 
historic peak of 26.5% set in the third quarter of 2023 to the current rate of 24.6%. Vacancy rates remain high at 25.6% but have fallen 30 basis points from the peak recorded in the 
first quarter of 2025.

Sublease Levels Stable as Overall Availability Continues to Fall

16
Source: Newmark Research, CoStar
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Office Under Construction and % of Inventory

Construction activity has remained relatively muted in the market following the oil downturn in 2016. As of the fourth quarter of 2025, the market had 999,102 SF under 
construction*, with 76,746 SF of new construction starts during the quarter. Under construction space accounts for 0.4% of the market’s inventory, indicating there is less risk of 
overbuilding. Non-medical office projects currently underway include Autry Park (127,651 SF), The RO (146,003 SF) and CityCentre Six (307,904 SF). Elevated vacancies, tenant 
downsizing, and capital constraints will continue to suppress speculative development, keeping future supply additions modest in the near to mid term.

Several Prominent Projects Keep Construction Pipeline Alive

17
Source: Newmark Research, CoStar
* The bulk of space under construction in 4Q25 is medical office
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In the fourth quarter of 2025, asking rents posted strong growth of 2.9% year over year to $30.31/SF, reaching a new all-time high. Overall rates moved in line with higher direct rents, 
signaling stabilization after several quarters of negative or flat growth. The current rent levels are roughly 9.2% higher than historical fourth-quarter averages, indicating that landlords 
are holding base rents stable or slightly elevated while offering increased concessions. While the rebound in 2025 suggests some pricing power in select segments, elevated availability 
and tenant leverage should cap gains, keeping growth modest rather than pointing to a sustained rebound.

Asking Rate Growth Continues, Reaching New All-Time High

18

Office Average Asking Rent, $/SF, FS Year-over-Year Asking Rent Growth Rate

Source: Newmark Research, CoStar 
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Office Average Rent Increase by Submarket, All Classes, 4Q 2020 to 4Q 2025 ($/FSG)

Between the fourth quarter of 2020 and 2025, average asking rent growth across Houston’s office submarkets varied widely, with The Woodlands reporting the strongest growth at 
$6.90/SF. Suburban submarkets generally outperformed, supported by stronger tenant demand and newer inventory. In contrast, urban submarkets faced rent declines as availability 
was concentrated outside top-tier buildings, with CBD asking rents falling $3.30/SF over the five-year period.

Strongest Five-Year Rent Growth Reported in Suburban Office Submarkets

19
Source: Newmark Research, CoStar
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In the fourth quarter of 2025, Class A asking rents totaled $35.81/SF with Class B at $23.19/SF, both edging down from their prior-quarter peaks. On a year-over-year basis, rent growth was 
moderate at 3.6% for Class A assets and 2.0% for Class B assets. The spread between Class A and Class B rents narrowed slightly to $12.62/SF in the fourth quarter of 2025, signaling moderation 
in Class A rent growth. Class B rents have remained relatively stable, down 0.1% quarter over quarter to $23.19/SF, with landlords focusing on occupancy retention through concessions, rather 
than face-rate increases. After several quarters of stagnation and mild decline, both direct and sublet rates had notable annual increases of 2.8% and 9.9%, respectively. Direct rents were 
unchanged in the fourth quarter at $30.47/SF while sublease rates totaled $25.59/SF, hitting a recent high and narrowing the rent spread quarter over quarter to $4.88/SF. The steady rise in sublet 
rents suggests diminishing availability of discounted space on the market.

Class A Rents Ease While Sublease Rates Strengthen

20

Class A and Class B Asking Rents, $/SF, FS Sublease Rates, $/SF, FS

Source: Newmark Research, CoStar 
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Notable 4Q25 Lease Transactions

Despite slowing leasing activity, flight to quality continues as a trend in the market even as the rent spread in Class A spaces remains elevated. As of the end of the fourth quarter of 2025, 
Class A transactions totaled 1.3 MSF, accounting for 59.9% of the market’s leasing activity, but only 30.0% of the market’s deal count. Although the average Class A lease decreased by 
18.7% quarter over quarter to 7,044 SF, leases for the asset class remain larger than the average market deal size of 3,528 SF. Class A assets continue to capture a disproportionate share of 
leased square footage despite fewer deals, reinforcing the divide between top-tier and lower-quality buildings.

Class A Deals Continue to Drive Market Despite Smaller Deal Sizes Inked

21
Source: Newmark Research, CoStar

Tenant Building(s) Submarket Type Square Feet

HP 10300-10400 Energy Dr The Woodlands Renewal 378,400

Electronics manufacturer, HP, renewed its lease for 378,400 SF across two buildings at 10300-10400 Energy Dr. in The Woodlands submarket. The campus has been leased in its entirety to HP since its completion in 
2018.

Simpson Thacher & Bartlett LLP 1000 Main CBD Sublease 99,397

Simpson Thacher & Bartlett, LLP, which specializes in mergers and acquisitions and private equity, took Maverick’s sublease space for 99,397 SF at 1000 Main in the CBD submarket. With the move, Simpson Thacher 
expands its footprint in the CBD from the 67,561 SF it previously occupied at 600 Travis. 

BMC Software CityWestPlace, Building 4 Westchase Renewal 95,827

Software development company, BMC Software, renewed its lease for 95,827 SF in Building 4 at CityWestPlace in the Westchase submarket. BMC moved into the building in 2016, initially occupying 197,440 SF and 
gradually downsizing its footprint over the years.

Kimmeridge Energy 990 Town & Country Blvd Katy Freeway Direct New 90,786

Oil and gas firm, Kimmeridge Energy, has leased 90,786 SF across the top three floors of 990 Town & Country Blvd in the Katy Freeway. Kimmeridge’s lease brings the building, previously owned and occupied by 
ConocoPhillips, to 37.0% leased. 

Asurion Legacy at Fallbrook West Belt Renewal 86,917

Tech device insurance and repair company, Asurion, renewed its lease at Legacy at Fallbrook in the West Belt submarket for 86,917 SF, downsizing from its previous 129,960 SF. The company has been a tenant in the 
building since 2019.
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Total  Inventory  
(SF)

Under 
Construction (SF)

Total Vacancy 
Rate

Qtr Absorption 
(SF)

YTD Absorption 
(SF) 

Direct Asking Rent 
(Price/SF)

Sublet Asking Rent         
(Price/SF)

Total Asking Rent 
(Price/SF)

CBD 41,696,618 0 31.0% 473,470 471,837 $38.48 $18.50 $37.97 
Allen Parkway 7,011,828 127651 14.6% -672 37,162 $35.67 $31.88 $35.50 
Bellaire/Med Center 11,368,552 0 19.5% 15,925 230,473 $28.13 $27.01 $28.09 
Clear Lake 8,599,802 80,000 16.7% -58,030 -73,671 $23.80 $19.33 $23.78 
Conroe 1,721,102 0 11.6% 12,450 -1,803 $30.85 - $30.85 
East/Pasadena 7,370,003 0 16.8% -4,628 168,176 $23.64 $20.66 $23.57 
Energy Corridor 23,597,349 0 20.7% -47,524 9,118 $27.07 $45.98 $27.75 
FM 1960/249 12,753,253 167,400 35.5% -24,701 68,514 $22.47 $37.41 $22.48 
Galleria/Uptown 22,691,323 0 31.6% 303,190 520,920 $36.41 $21.69 $35.84 
Greenspoint 11,390,848 0 44.9% 103,116 -28,464 $17.37 $10.00 $17.37 
Greenway Plaza 10,819,632 146,003 25.8% 11,306 -99,185 $33.86 $35.00 $33.87 
Katy Freeway 16,957,615 324,450 18.6% -579,971 -422,891 $29.05 $44.06 $29.76 
Katy/Grand Pky 3,861,568 25,710 16.8% 30,138 125,177 $34.88 $28.61 $34.24 
Kingwood/Humble 1,736,585 0 17.8% -5,417 -11,806 $27.15 $15.00 $26.84 
NW Houston 8,633,962 0 15.3% -32,302 87,436 $21.25 $18.39 $21.10 
Southwest Fwy 12,457,369 127,888 22.3% 90,713 146,098 $21.24 $10.30 $20.96 
Sugar Land/Ft Bend 7,263,043 0 31.2% -32,002 144,949 $31.27 $22.35 $30.99 
West Belt 5,520,429 0 30.7% 36,333 193,412 $27.86 $23.74 $27.47 
Westchase 14,961,053 0 33.3% -17,147 -260,331 $27.43 $17.81 $27.04 
The Woodlands 16,221,975 0 15.0% -52,692 -147,271 $39.68 $27.09 $38.28 
Suburban 204,937,291 999,102 24.5% -251,915 686,013 $28.07 $27.18 $28.04 
Market 246,633,909 999,102 25.6% 221,555 1,157,850 $30.47 $25.59 $30.31 

Please reach out to your
Newmark business contact for this information
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Submarket Statistics – Class A
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Total  Inventory  
(SF)

Under 
Construction (SF)

Total Vacancy 
Rate

Qtr Absorption 
(SF)

YTD Absorption 
(SF) 

Class A Direct 
Asking Rent (Price/SF)

CBD 33,287,504 0 28.7% 479,615 482,079 $43.25 
Allen Parkway 2,868,067 127651 19.3% -15,684 34,306 $38.80 
Bellaire/Med Center 4,811,838 0 27.6% 9,614 230,616 $32.61 
Clear Lake 2,116,101 80,000 16.2% -5,958 35,111 $30.03 
Conroe 388,606 0 6.3% 9,950 15,882 $31.01 
East/Pasadena 627,960 0 14.1% 16,071 73,684 $32.17 
Energy Corridor 13,975,498 0 21.5% -30,963 101,895 $31.27 
FM 1960/249 4,146,604 90,500 48.4% 13,765 77,627 $25.48 
Galleria/Uptown 16,330,017 0 31.2% 295,039 538,046 $38.40 
Greenspoint 4,276,000 0 53.8% 23,295 -8,662 $18.80 
Greenway Plaza 7,980,617 146,003 27.0% -848 -89,210 $35.46 
Katy Freeway 8,421,111 324,450 19.7% -523,959 -323,852 $39.37 
Katy/Grand Pky 2,341,574 0 23.4% 3,568 -50,689 $35.99 
Kingwood/Humble 205,558 0 35.2% 1,927 6,804 $29.00 
NW Houston 2,284,437 0 19.8% 39,843 116,237 $24.03 
Southwest Fwy 2,603,131 76,746 22.8% 24,373 -42,213 $22.09 
Sugar Land/Ft Bend 3,264,514 0 37.3% -24,039 -11,797 $34.46 
West Belt 3,180,516 0 31.0% 29,406 182,805 $31.16 
Westchase 8,495,039 0 30.2% -9,570 -43,531 $32.23 
The Woodlands 10,573,502 0 15.6% -42,522 -201,805 $47.36 
Suburban 98,890,690 845,350 26.9% -186,692 641,254 $32.85 
Market 132,178,194 845,350 27.4% 292,923 1,123,333 $35.95 

Please reach out to your
Newmark business contact for this information
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Submarket Statistics – Class B

Houston Class B Office Submarket Overview
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Total  Inventory  
(SF)

Under 
Construction (SF)

Total Vacancy 
Rate

Qtr Absorption 
(SF)

YTD Absorption 
(SF) 

Class B Direct 
Asking Rent (Price/SF)

CBD 7,886,455 0 42.0% -5,871 -8,239 $24.61 
Allen Parkway 3,394,413 0 11.9% 15,250 -2,243 $30.03 
Bellaire/Med Center 5,292,496 0 13.0% 10,035 11,628 $24.98 
Clear Lake 5,262,466 0 19.1% -34,618 -71,509 $21.97 
Conroe 1,134,212 0 15.5% 2,500 -17,685 $30.77 
East/Pasadena 5,343,889 0 18.4% -14,498 111,037 $23.19 
Energy Corridor 9,374,527 0 19.7% -17,240 -84,870 $24.08 
FM 1960/249 7,591,853 76,900 29.9% -28,572 50,851 $22.19 
Galleria/Uptown 6,283,386 0 32.9% 7,327 -19,423 $29.89 
Greenspoint 6,051,528 0 44.0% 13,803 -86,391 $15.48 
Greenway Plaza 2,232,422 0 26.0% 22,801 -10,701 $28.59 
Katy Freeway 6,904,066 0 20.0% -34,856 -59,186 $22.16 
Katy/Grand Pky 1,366,762 25,710 7.4% 26,570 175,866 $31.42 
Kingwood/Humble 1,345,194 0 17.2% -6,768 -28,109 $26.64 
NW Houston 5,343,367 0 15.7% -70,604 -33,222 $18.94 
Southwest Fwy 7,534,280 51,142 24.2% 68,696 159,227 $22.06 
Sugar Land/Ft Bend 3,762,129 0 27.6% -7,524 150,199 $26.07 
West Belt 2,191,108 0 32.5% 6,927 10,607 $24.13 
Westchase 6,382,282 0 37.8% -7,577 -216,800 $20.35 
The Woodlands 5,403,748 0 13.6% 13,949 78,653 $28.64 
Suburban 92,194,128 153,752 23.8% -34,399 117,929 $23.16 
Market 100,080,583 153,752 25.3% -40,270 109,690 $23.37 

Please reach out to your
Newmark business contact for this information
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Houston Office Submarket Map
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Please reach out to your
Newmark business contact for this information
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Strengths Weaknesses

– Office vacancy remains high, particularly in older Class B and Class C buildings, as aging assets 
require significant capital for modernization and amenities.

– Many office nodes lack transit-oriented, walkable environments favored by younger tenants.

– Urban core recovery uneven with lower CBD leasing velocity outside of top-tier assets.

– Insurance, property taxes, operating expenses, and concessions have trended higher, 
suppressing effective rents and pressuring net operating income.

Opportunities Threats

– Prolonged hybrid/remote adoption reduces space per employee and lengthens backfill timelines.

– Houston remains sensitive to fluctuations in energy markets.

– Rising insurance costs and climate-related risks (flooding, severe weather) affecting operating 
expenses and resilience capital expenses.

– Construction cost inflation and labor constraints complicate repositioning economics.

– Repositioning and amenity-driven upgrades to capture flight-to-quality demand.

– Growth corridors (The Woodlands, Katy/Grand Parkway, Sugar Land) and campus settings 
attracting corporate consolidations.

– Continued in-migration of companies and workers to Texas supports long-term absorption.

– Incentives and financing tools to support energy-efficiency retrofits and lower operating costs.

– Houston remains a global hub for energy (oil, gas, and growing energy transition firms), 
supporting long-term office demand.

– Relative affordability attracts corporate relocations and talent compared to coastal markets.

– Newer buildings with strong amenities outperform, benefiting from flight-to-quality leasing 
activity.

– Limited new speculative construction pipeline supports long-run supply/demand balance for 
best-in-class assets.

Houston Office Market
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Please reach out to your
Newmark business contact for this information
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Houston Dallas-Fort Worth Austin San Antonio

Total Inventory (SF) 246,633,909 275,955,078 88,406,935 51,014,715

Under Construction (SF) 999,102 2,355,074 100,453 269,855

Total Vacancy Rate 25.6% 24.6% 23.4% 16.5%

Quarter Absorption 221,555 1,137,359 -151,782 558,865

YTD Absorption 1,157,850 2,604,595 569,324 261,597

Quarter Deliveries 89,479 165,000 44,512 85,000

YTD Deliveries 874,507 1,201,131 1,554,671 273,000

Direct Asking Rate (FSG/SF) $30.47 $32.31 $46.42 $27.88

Sublet Asking Rate (FSG/SF) $25.59 $28.33 $37.69 $23.33

Total Asking Rate (FSG/SF) $30.31 $32.01 $45.27 $27.64

Please reach out to your
Newmark business contact for this information
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