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Current Market Statistics

••HoustonHouston’’s industrial market totals more than 450 s industrial market totals more than 450 
million SF!!!million SF!!!

••8.4 million SF under construction8.4 million SF under construction
••GSL current projects are equivalent to 10%GSL current projects are equivalent to 10%

••80 new buildings have been delivered this year80 new buildings have been delivered this year
••Vacancy rate is currently 6.48% (29,160,000 SF)Vacancy rate is currently 6.48% (29,160,000 SF)



“It’s not easy being green…”

This is the first 
LEED certified mfg. 
facility in Texas.

What’s the value of 
“GREEN” to you?

http://images.google.com/imgres?imgurl=http://www.innerlineplumbing.com/wp-content/images/usgbcleedlogo.jpg&imgrefurl=http://www.innerlineplumbing.com/plumbing/services/green-plumbing/&h=151&w=150&sz=16&hl=en&start=156&tbnid=M70PdSDe7UrwXM:&tbnh=96&tbnw=95&prev=/images%3Fq%3Dgreen%2Bconstruction%2BLEED%26start%3D140%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN


Houston was ranked as the 2nd most 
“logistics-friendly” metro area in the country, 

based on its strong transportation and 
distribution workforce, highway and rail 

infrastructure, water port access and air cargo 
facilities, and other factors.



Effects of the Panama Canal Expansion 
on Texas Ports and Highway Corridors

• Key bottlenecks on the highway and rail systems must 
be identified.  How will these be affected by anticipated 
growth in container traffic?

• Agencies must work together to describe the existing 
performance of intermodal connectors, identify key 
issues, and develop appropriate investment strategies.

• Capitalize the Texas Rail Relocation and Improvement 
Fund (RRIF).
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OVERVIEW 
HOUSTON’S OFFICE MARKET          

2007/2008

DO WE DO WE 
HAVE HAVE 

ANOTHER GOODANOTHER GOOD
YEAR AHEAD?YEAR AHEAD?



HOUSTON’S TOTAL 
OFFICE INVENTORY

TYPE # NRSF
 (MILLIONS)
%

A 282 92.9 40

B 1490 99.7 43

C 2021 41.4 17

TOTAL 3793 234.0 100

MULTI-TENANT  - SINGLE USE  - MEDICAL



TWO GOOD YEARS IN A ROW

2006
 

2007

Absorption                  5 Million SF 7.4 Million SF 

Rental Rates
 

$1.00/SF/YR $2.19/SF/YR 

Occupancy
 

3%
 

 1.3% 

-Class A Properties accounted for 62% of the space absorbed

-Class B Properties accounted for 36% of the space absorbed



CITYWIDE OVERALL GROSS 
RENTAL RATES
HOUSTON OFFICE RENTS ($/NRSF)
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CITYWIDE 
GROSS RENTAL RATES

12 Months ending 3Q 200712 Months ending 3Q 2007

QUARTER OVERALL CBD SUBURBS CLASS A CLASS B CLASS C

3Q 07 21.43 25.14 20.47 25.89 19.65 14.83

2Q 07 21.01 25.71 19.68 26.06 18.66 14.52

1Q 07 19.76 22.72 19.04 23.46 18.26 14.23

4Q 06 19.36 21.71 18.70 22.96 17.70 13.93

3Q 06 19.24 21.66 18.25 22.45 17.50 14.00

YTD 2.19 3.48 2.22 3.44 2.15 .83



CITYWIDE OVERALL 
GROSS RENTAL RATES

2Q 2001

$19.75 GROSS BASE RENT

$ 8.50 OPERATING EXPENSES

$11.25 N.O.I.

3Q 20063Q 2006

COMPARING 2001 VS 2007:  COMPARING 2001 VS 2007:  
$0.32/SF OR 3 % SHORT FALL IN THE REAL RENTAL RATE$0.32/SF OR 3 % SHORT FALL IN THE REAL RENTAL RATE

3Q 20073Q 2007

$19.24 GROSS BASE RENT

$10.00 OPERATING EXPENSES

$ 9.24 N.O.I.

$21.43 GROSS BASE RENT

$10.50 OPERATING EXPENSES

$10.93 N.O.I.



ABSORPTION 
(MILLIONS)

QUARTER OVERALL CBD SUBURBAN CLASS A CLASS B CLASS C

3Q 07 1650.8 415.2 1235.6 734.4 785.6 130.8

2Q 07 2765.1 1206.1 1559 2213.8 421.8 129.5

1Q 07 384 251.4 132.6 283.6 266 165.5

4Q 06 2639.5 398.9 2240.6 1424.4 1243.7 28.7

TOTAL 7439.4 2271.6 5167.8 4656.2 2717.1 66.1

30.50% 69.50% 62.30% 36.50% 1.1%

MARKET CLASS



VACANCY 



VACANCY 
(%)

QUARTER OVERALL CBD SUBURBAN CLASS A CLASS B CLASS C

3Q 07 11.6 12.0 11.5 9.0 13.8 12.1

2Q 07 12.1 13.0 12.0 9.6 14.4 12.4

1Q 07 13.1 15.7 12.5 11.8 14.4 12.7

4Q 06 12.9 16.3 12.2 11.4 14.7 12.3

YTD 1.3 4.3 0.7 2.4 0.9 0.2

MARKET CLASS
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JOB GROWTH 
Houston MSA NonAg Wage & Salary Jobs

September 2006 September 2006 ––2,442,300 Base2,442,300 Base

Since 1995 Since 1995 ––493,000 Gain493,000 Gain

Average Gain/YR Average Gain/YR ––41,00041,000

2007 Gain 2007 Gain ––73,00073,000

3Q 2006 3Q 2007

2001 1.70%

2002 -0.20%

2003 -0.60%

2004 0.70%

2005 2.60%

2006 2.70%

2007 2.00% 3.00%

2008 1.80%

2.60%

 

 
AVG               

2009 2.30%

2010 2.50%



TOTAL EMPLOYMENT GROWTH 
(2003-2007)



OFFICE EMPLOYMENT GROWTH

MARKET
EMPLOYMENT 

GROWTH
INVENTORY 

GROWTH DIFFERENCE
Tampa/St. Petersburg 19.90% 7.50% 12.40%

Houston 15.30% 3.70% 11.60%

Dallas/Ft. Worth 16.80% 5.70% 11.10%

Seattle/Puget Sound 14.90% 4.20% 10.70%

New York City 8.30% 1.50% 6.80%

Los Angeles 7.30% 1.90% 5.40%

Boston 6.90% 2.40% 4.50%

Chicago 7.50% 3.60% 3.90%

Denver 8.00% 4.10% 3.90%

Washington 11.90% 8.50% 3.40%

Atlanta 8.90% 5.70% 3.20%
SOURCE: COSTAR PROPERTY®



2007 OFFICE 
FORECAST RESULTS

Increased New Construction:  Increased New Construction:  Rates $26 to $30/SF                                      YESRates $26 to $30/SF                                      YES

Gross Rental Rates Lead byGross Rental Rates Lead by

 
Class AClass AProduct:  Product:  Up $2Up $2--$3/SF                     Up $3.44/SF$3/SF                     Up $3.44/SF

Occupancy:  Occupancy:  Stabilized @ around 90%

 
                                         Stabilized @ around 90%

 
                                         88.4%88.4%

RESULTS 4Q 2007RESULTS 4Q 20072007 FORECAST2007 FORECAST



2008 OFFICE FORECAST 

WILL WE WILL WE 
OVERBUILDOVERBUILD
AGAIN?AGAIN?



HISTORICAL DELIVERIES 
(MILLIONS) 1982-2007



CONSTRUCTION 
ACTIVITY 



NEW CONSTRUCTION 

1982-2007 26 YRS AVG 4.28 MILLION SF/YR.

1985-2007 23 YRS AVG 2.14 MILLION SF/YR.

2008 ADDING 5 MILLION SF/YR.

ABSORBED 7.5 MILLION SF IN LAST 12 MONTHS

ABSORBED 12.5 MILLION SF IN LAST 24 MONTHS



WILL WE OVERBUILD?

••Current New Deliveries Current New Deliveries LESSLESS

 
than Absorptionthan Absorption

••Credit Crunch will Curtail/Have Dam

 
pening Effect on Som

 
e New ProCredit Crunch will Curtail/Have Dam

 
pening Effect on Som

 
e New Projectsjects

••Not Approaching Overbuilding of Early 80Not Approaching Overbuilding of Early 80’’s where New Deliveries Outpaced   s where New Deliveries Outpaced   
Absorption on a 2:1 RatioAbsorption on a 2:1 Ratio

••Current New Deliveries Approximately 2%

 
 of Total MarketCurrent New Deliveries Approximately 2%

 
 of Total Market

••Class A Vacancy will Drop from

 
 9%

 
 to 5%

 
 RangeClass A Vacancy will Drop from

 
 9%

 
 to 5%

 
 Range

••Rental Rates will Continue to Increase Across all Property ClassRental Rates will Continue to Increase Across all Property Classes with Class A es with Class A 
Continuing to Lead the WayContinuing to Lead the Way



SOURCES 

••Texas Workforce CommissionTexas Workforce Commission

••CoCo--Star Realty InformationStar Realty Information

••Institute for Regional ForecastingInstitute for Regional Forecasting

 University of HoustonUniversity of Houston

 Center of Public PolicyCenter of Public Policy
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Retail SectorRetail Sector

David Pratt
Vice President of Leasing

General Growth Properties



GENERAL GROWTH PROPERTIES

HOUSTON RETAIL MARKET

2007 /  2008

“Houston is riding an economic wave 
that so far appears to defy challenging 
national trends – and retailing is a 
beneficiary…”

WWD, Monday – November 26, 2007



GENERAL GROWTH PROPERTIES

MULTITENANT RETAIL CATEGORIES

Type # of Centers NRSF

Regional Mall 20 23,031,008

Community 147 34,569,142

Neighborhood 1,040 66,796,537

Strip 783 12,782,277

TOTAL 1,990 137,178,964



GENERAL GROWTH PROPERTIES

12-mo Ending Strip Neighborhood Community Regional Overall

2Q 2005 815,356 2,269,308 1,640,206 -285,452 4,439,418

2Q 2006 396,821 712,496 451,194 -544,236 1,016,215

2Q 2007 675,399 1,416,168 1,032,800 192,308 3,316,675

METRO HOUSTON ABSORPTION OVERVIEW

O’Connor & Associates



GENERAL GROWTH PROPERTIES
RETAIL RENTAL RATES BY TYPE -
HOUSTON METRO

SURVEY 
PERIOD STRIP COMMUNITY NEIGBORHOOD REGIONAL OVERALL

1Q 2006 $1.12 $1.50 $1.14 $3.05 $1.59 / $19.08

2Q 2006 $1.13 $1.50 $1.15 $2.89 $1.56 / $18.72

3Q 2006 $1.14 $1.53 $1.15 $2.90 $1.57 / $18.84

4Q 2006 $1.14 $1.55 $1.16 $2.97 $1.59 / $19.08

1Q 2007 $1.17 $1.58 $1.23 $2.99 $1.62 / $19.44

2Q 2007 $1.18 $1.59 $1.18 $3.00 $1.60 / $19.20

3Q 2007 $1.19 $1.59 $1.19 $3.00 $1.60 / $19.20

4Q 2007 $1.19 $1.58 $1.19 $3.00 $1.60 / $19.20

O’Connor & Associates



GENERAL GROWTH PROPERTIES
RETAIL RENTAL RATES BY TYPE -
MARKET COMPARISON

SURVEY 
PERIOD STRIP COMMUNITY NEIGBORHOOD REGIONAL OVERALL

HOUSTON METRO
3Q 2007 $1.19 $1.59 $1.19 $3.00 $1.60 / $19.20

NEAR WEST (GALLERIA)
3Q 2007 $1.63 $2.18 $1.65 $4.86 $2.97 / $35.64

THE WOODLANDS
3Q 2007 $1.59 $2.57 $1.97 $4.12 $3.00 / $36.00

SUGARLAND
3Q 2007 $1.67 $2.03 $1.75 $2.21 $1.93 / $23.16

O’Connor & Associates



GENERAL GROWTH PROPERTIES
OCCUPANCY BY TYPE -
HOUSTON METRO

SURVEY 
PERIOD STRIP COMMUNITY NEIGBORHOOD REGIONAL OVERALL

1Q 2006 86.73% 85.12% 86.81% 84.79% 86.67%

2Q 2006 86.37% 85.25% 85.89% 83.95% 86.55%

3Q 2006 86.62% 84.99% 86.11% 84.29% 86.64%

4Q 2006 86.91% 84.90% 86.20% 84.04% 86.79%

1Q 2007 87.04% 84.67% 87.81% 84.04% 86.98%

2Q 2007 87.10% 84.04% 87.53% 83.44% 86.68%

3Q 2007 87.37% 84.09% 87.54% 82.58% 86.68%

4Q 2007 87.44% 84.27% 87.50% 83.08% 86.89%

O’Connor & Associates



GENERAL GROWTH PROPERTIES
OCCUPANCY BY TYPE -
MARKET COMPARISON

SURVEY 
PERIOD STRIP COMMUNITY NEIGBORHOOD REGIONAL OVERALL

HOUSTON METRO
3Q 2007 82.58% 87.37% 84.09% 87.54% 86.68%

NEAR WEST (GALLERIA)
3Q 2007 78.22% 84.67% 90.11% 93.14% 89.48%

THE WOODLANDS
3Q 2007 58.82% 90.18% 93.39% 91.00% 91.33%

SUGARLAND
3Q 2007 74.29% 97.15% 84.97% 90.00% 91.67%

O’Connor & Associates



GENERAL GROWTH PROPERTIES
NEW RETAIL PROJECTS / MIXED USE DEVELOPMENTS
UNDER CONSTRUCTION OR PROPOSED

NAME
# OF SF
(RETAIL)

LOCATION

Boulavard Place 
(Wulfe & Co.)

500,000
(Retail)

Post Oak/San Felipe

Houston Pavilion S.
(Entertainment Development Group)

360,000
(Retail)

Downtown
Polk/Dallas/Caroline/Main

City Center @ Town & Country
(Midway)

400,000
(Retail)

Interstate 10 /
Beltway 8

Regent Square
(GID Urban)

230,000
(Retail)

Allen Parkway
(River Oaks)

The Shadow Ranch Creek
(WCF Development / Fox Properties)

600,000
(Retail)

Pearland



GENERAL GROWTH PROPERTIES
NEW RETAIL PROJECTS / MIXED USE DEVELOPMENTS
UNDER CONSTRUCTION OR PROPOSED

NAME
# OF SF
(RETAIL)

LOCATION

Pearland Town Center
(CBL)

700,000
(Retail)

Pearland

The Promenade Shops at the 
Spectrum

(Poag & McEwen)

700,000
(Retail)

Pearland

High Street
(Trademark Properties)

100,000
(Retail)

Westheimer
(Former Central Ford)

River Oaks District
(Oliver McMillian)

300,000
(Retail)

Westheimer
(Westcreek Apartment site)

Houston Premium Outlets
(Chelsea)

430,000
Highway 290

Cypress



GENERAL GROWTH PROPERTIES
NEW RETAIL PROJECTS / MIXED USE DEVELOPMENTS
UNDER CONSTRUCTION OR PROPOSED

NAME
# OF SF
(RETAIL)

LOCATION

The Grand Promendae
(Simon)

300,000
I-10 /

Grand Parkway

The Grand
(Dillard’s & Macy’s) / (Simon)

700,000
I-10 /

Grand Parkway

Vintage Park
(Interfin)

500,000
Highway 249 /
Louetta Road

La Centerra at Cinco Ranch
(Vista Equities)

240,000
(Retail)

Cinco Ranch

Brazos Town Center
(New Quest)

1,000,000 Rosenberg



GENERAL GROWTH PROPERTIES

• Approximately 4.2 million square feet of new retail 
space will be completed and opened in Houston in 
2007. – Ed Wulfe

• 17% increase over last year.

• Even with the significant amount of new construction, 
Houston’s shopping center’s have maintained their 
86% occupancy rate.

• $19.20 per square foot rental rate per year average.

RETAIL ACTIVITY IN HOUSTON



GENERAL GROWTH PROPERTIES

RETAIL ACTIVITY IN HOUSTON

• Most active retailers in 2007
– Wal-Mart – 200,000 SF
– Target – 180,000 SF
– Lifetime Fitness – 140,000 SF
– Home Depot – 120,000 SF
– Lowe’s – 120,000 SF
– HEB – 100,000 SF
– Kroger Signature 100,000 SF
– Gander Mountain – 89,000 SF
– JCPenney – 85,000 SF
– Kohl’s – 85,000 SF
– Academy – 85,000 SF



GENERAL GROWTH PROPERTIES

RETAIL ACTIVITY IN HOUSTON

• Most active retailers in 2007 (continued)
– It’z – 69,000 SF
– Hobby Lobby – 59,000 SF
– AMC Theater’s – 58,000 SF
– Steve & Barry’s – 56,000 SF
– Ashley Furniture – 50,000 SF
– LA Fitness – 45,000 SF
– Movie Tavern Grill – 43,000 SF
– Randall’s – 40,000 SF
– Ross – 35, 000 SF
– Circuit City – 31,000 SF



GENERAL GROWTH PROPERTIES

RETAIL ACTIVITY IN HOUSTON

• Most active retailers in 2007 (continued)
– Barnes & Noble – 30,000 SF
– Palais Royal – 28,000 SF
– House of Blues – 27,000 SF
– Lucky Strike – 24,000 SF
– 24 Hour Fitness – 24,000 SF

• Walgreens / CVS – 10+ sites
• Starbuck’s – 30-35+ sites
• Bank pads – 20-25+ sites



GENERAL GROWTH PROPERTIES

• Holiday

• Who’s hot for 2008?

GGP REGIONAL MALL ACTIVITY



SOURCES

• O’Conner & Associates – Kathy Koepke
• Wulfe & Co. – Ed Wulfe
• Page Partners – Ed Page
• New Regional Planning – Blake Tartt III
• Simon Property Group – Greg Vlahos
• Women’s Wear Dailey – Nov. 26, 2007 Issue
• The Co Star Retail Report



Master Planned Communities and Housing SectorMaster Planned Communities and Housing Sector

Joel MarshallJoel Marshall
Senior Vice PresidentSenior Vice President

Trendmaker DevelopmentTrendmaker Development



30 Yr. Mortgage Rates
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Rank State
Current 

Empl
Ann Job 
Growth #

Ann Job 
Growth %

1 Texas 10,345 206.5 2.0%
2 California 15,342 139.6 0.9%
3 Florida 8,113 104.9 1.3%
4 Georgia 4,177 78.4 1.9%
5 Arizona 2,737 68.8 2.6%
6 North Carolina 4,128 68.2 1.7%
7 New York 8,708 67.2 0.8%
8 Virginia 3,799 66.9 1.8%
9 Washington 2,952 60.5 2.1%
10 Colorado 2,340 45.0 2.0%

Top 10 62,640 906 1.5%
Share of USA Total 45% 56%

USA Total 138,535 1,629 1.2%

Highest Job Growth by State 
As of Sept-2007



Highest Job Growth by MSA
Rank State Market

Ann Job 
Growth #

1 NY New York City 69,600
2 TX Dallas-Fort Worth 67,900
3 TX Houston 64,500
4 AZ Phoenix 55,200
5 GA Atlanta 54,800
6 CA Riverside 47,500
7 DC Washington DC 43,300
8 WA Seattle 39,700
9 CA Los Angeles 38,500

10 IL Chicago 35,400
11 FL Miami-Fort Lauderdale 31,700
12 PA Philadelphia 30,800
13 UT Salt Lake City 27,500
14 TX Austin-Round Rock 25,900
15 NC Charlotte 23,100
16 FL Orlando 22,700
17 CO Denver 17,500
18 LA New Orleans 17,100
19 CA San Francisco-Oakland 15,100
20 TX San Antonio 15,100

Top 20 742,900
Share of USA Total 38%

Total USA 1,974,000



US vs. TX vs. Houston
Job Growth Rate (%) Comparison

-2%

-1%

0%

1%

2%

3%

4%

5%

6%

Sep-95

Sep-96

Sep-97

Sep-98

Sep-99

Sep-00

Sep-01

Sep-02

Sep-03

Sep-04

Sep-05

Sep-06

Sep-07

US

Texas

Houston



Houston PMSA Yearly Job Gain 
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Top 10 MSA’s for 
SF Starts/Permits in Texas

Rank MSA
Ann SF Starts 

or Permits
Ann Job 
Growth #

Ann Job 
Growth 

1 Houston-Baytown-Sugar Land T 45,105 64,500 2.6%
2 Dallas-Fort Worth-Arlington TX 30,171 67,900 2.4%
3 Austin-Round Rock TX 13,304 25,900 3.5%
4 San Antonio TX 10,711 15,100 1.8%
5 McAllen-Edinburg-Pharr TX 5,235 9,900 4.9%
6 El Paso TX 3,077 4,400 1.6%
7 Killeen-Temple-Fort Hood TX 1,976 200 0.2%
8 Brownsville-Harlingen TX 1,756 2,100 1.7%
9 Laredo TX 1,389 1,800 2.1%
10 Corpus Christi TX 1,369 3,500 2.0%

Top 10 114,093 195,300 2.5%
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Annual Price Appreciation 
(Year Ending 2Q-07)
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Houston Home Price Appreciation
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Monthly Traffic 
Top 24 Production Bldrs.
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Conversion % 
(Net Sales per Unit of Traffic) 

Top 24 Production Bldrs.
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Finished Spec Inventory 
Top 24 Production Bldrs. 
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Under Construction Spec Inventory 
Top 24 Production Bldrs.
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SINGLE FAMILY PRODUCTION HISTORY
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SINGLE FAMILY INVENTORY HISTORY
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ANNUAL COMPLETIONS AND ANNUAL CLOSINGS
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ANNUAL STARTS AND ANNUAL LOT DELIVERY

-

10,000

20,000

30,000

40,000

50,000

60,000

1Q83 3Q86 1Q90 3Q93 1Q97 3Q00 1Q04 3Q07

Annual Lot Delivery Annual Starts



-27.4%

3rd Quarter 
Starts Comparison
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SINGLE FAMILY PRODUCTION HISTORY
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ANNUAL STARTS AND ANNUAL LOT DELIVERY
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VACANT DEVELOPED LOT INVENTORY 
AND MONTHS OF SUPPLY
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