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Executive Summary 

 
 

 

Behind the Numbers — Key Observations 

• Supply outpacing demand:  
Houston delivered 23.8 million square feet of 
industrial space over the past 12 months while 
net absorption reached 17.6 million square 
feet, pushing vacancy up for five consecutive 
quarters to 7.4%, roughly 100 basis points 
above the 10-year average. 

• Flight to quality accelerating:  
Leasing activity surged to a first-half record  
in 2026, but demand concentrates in newer,  
high-ceiling buildings; properties larger than 
100,000 SF delivered since 2023 absorbed 
19.3 million square feet while comparable 
assets built before 2000 posted negative 
absorption of 1.5 million square feet. 

• Rent growth turns more negative:  
Annual rent growth deteriorated to −1.6%,  
its worst reading since 2010 and well below  
the national average of 1.2%, as landlords 
compete for tenants with concessions that  
now commonly include four to six months  
of free rent on five-year terms. 

 • Construction pipeline remains dominant: 
Houston's 28.8 million square feet under 
construction ranks second in the U.S. behind 
only Dallas–Fort Worth, with roughly 75% of 
that pipeline still available for lease. 

• Small-bay continues to outperform:  
Vacancy in buildings smaller than 25,000 SF has 
reached 6.6%, double its 2022 level, but small-
bay in dense infill locations remains significantly 
tighter, with vacancy as low as 3% within a 10-
minute rush-hour drive of Hobby Airport. 

 

 
  

$9.45/SF / -1.6% YoY 
Market Gross Asking Rent 

7.4% 
Vacancy Rate 

17.6 million SF 
12-Month Net Absorption 
RECOVERING BUT BELOW 
HISTORICAL AVERAGE 

23.8 million SF  
12-Month Deliveries 
ELEVATED 

10.2% 
Availability Rate 

28.8 million SF  
Under Construction 
NEAR THREE-YEAR HIGH 
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Market Insights 

Absorption  
Houston recorded 17.6 million square feet of net 
absorption over the past 12 months, recovering 
from a 12-year low as large manufacturing and 
distribution users drove move-ins in newly delivered 
facilities. Despite the strongest first-half leasing 
period on record, churn remains elevated, with 
tenants vacating more than 15 million SF in the first 
half of 2026 alone.  

Vacancy 
The vacancy rate reached 7.4% in Q3 2026, roughly 
100 basis points above the 10-year average, after 
new supply outpaced demand for five consecutive 
quarters. CoStar projects vacancy to rise an 
additional 60 basis points by early 2027 as the 
remaining pipeline delivers. 

Largest Lease Signings 
Tesla signed the largest lease of the past year at  
1.22 million SF at 7505 Fisher Road in East-
Southeast Far, followed by The UPS Store at  
660,739 SF in the North Outer Loop. Other major 
signings include Foxconn at 656,658 SF at 1401 N 
Rankin Road and T1 Energy at 627,130 SF in East-
Southeast Far. 

Sublease Trends 
Sublease availability remains limited relative to total 
inventory, though some larger distribution users 
have begun marketing excess space as occupiers 
reassess their footprints. Landlords of aging 
properties are responding with boosted tenant 
improvement packages and incentives to compete 
with abundant direct available space. 

Rental Rates 
Annual rent growth registered −1.6% year over year, 
the worst reading since 2010, as landlords offer four 
to six months of free rent on five-year terms and TI 
packages have increased 15% to 20% to $6–$12 
per SF for bulk distribution space. Market asking 
rents remain approximately 27% above five-year-
ago levels, meaning long-term tenants still face 
meaningful increases at renewal. 
 

 Deliveries 
Houston delivered 23.8 million square feet of 
industrial space over the past 12 months, 
concentrated in the big-box logistics segment, with 
East-Southeast Far, South Highway 35, and North 
Fwy/Tomball Parkway accounting for the largest 
share. More than 29 million SF of new space broke 
ground in 2025, the highest annual groundbreaking 
total since 2022.  

Construction activity 
Houston ranks second nationally for industrial 
development with 28.8 million square feet under 
construction across 405 properties, representing 
3.5% of total inventory, with only about 25% 
preleased. CoStar projects annual completions 
between 2026 and 2028 to average 26 million 
square feet, roughly 70% above the 2015–2019 
annual average.  

Sales Activity 
Houston's industrial investment market maintained 
strong momentum through the first half of 2026, 
with cap rates stabilizing in the 5.5%–6.2% range for 
logistics assets as bid-ask spreads narrowed and 
debt availability improved. Notable recent 
transactions include Bentall Green Oak's acquisition 
of Tesla's 1.7 million SF Megafactory in Empire West 
Business Park and Granite REIT's purchase of the 1 
million SF Alamo Crossing Commerce Center for 
$121.5 million at a 5.4% initial yield. 
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Looking Ahead 
Houston's industrial market faces a near-term period of elevated supply and compressed rents before 
fundamentals stabilize. CoStar forecasts vacancy to peak in early-to-mid 2027, after which declining 
deliveries and steady demand should support a gradual recovery in rent growth. The market's long-term 
underpinnings remain solid: Houston added roughly 440,000 residents over the past three years, its 
logistics infrastructure continues to expand around the Port of Houston, and polymer exports provide a 
durable tailwind for industrial demand. Tariff-driven trade volatility, slowing consumer spending, and 
potential import slowdowns represent the primary near-term risks to that recovery timeline. 

 

 

National Market Note 
Nationally, the U.S. industrial market continues working through a multi-year supply overhang, with vacancy 
reaching 7.4% in Q3 2026 and annual rent growth slowing to 1.2%, its lowest rate since 2012. Net 
absorption has recovered from the soft activity seen in the first half of last year, but additional deliveries 
continue to pressure fundamentals and the median time to lease available space has nearly doubled in 
recent years. CoStar forecasts national vacancy to linger near 7.5% through the end of 2026 before 
beginning a gradual decline in 2027 as deliveries moderate. Houston's pipeline, the second largest in the 
country, places it well outside the national moderation trend, underscoring the importance of submarket-
level analysis when evaluating lease options in this market. 
Executive Summary Data Source: CoStar 

 

 

Questions About the 
Houston Industrial 
Market? 

 Connect with our Industrial Market experts today to discuss your 
strategy, uncover opportunities, and make informed decisions.  

(713) 647-6400 
info@oxfordcres.com 

 
 
 
Disclaimer 
This report is provided for informational purposes only. All data, statistics, and market insights are believed to be accurate at the time of 
publication; however, Oxford Partners makes no guarantees regarding their completeness or reliability. Market conditions are subject to change, 
and this report should not be the sole basis for any investment, leasing, or financial decision. Readers are strongly encouraged to consult with 
experienced real estate professionals, licensed financial advisors, and legal counsel before taking action based on the information presented. 
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Oxford Partners Comp Data 
Houston Industrial Market  |  Verified Deal-Term Intelligence, 2022–2025 

Source: Oxford Partners proprietary comp database  •  232 verified industrial lease comps  •  331 verified industrial sale comps  •  9-county Houston 
MSA 

 

 

 

 

 

01 | Leasing Terms 
CHART A 

Industrial Verified Starting Rent ($/SF/Mo NNN)  
Verified deal starting rents; NNN structure. Rents peaked in 2024 and pulled back in 2025 as supply surged . 

 

Verified deal starting rents - NNN structure (94% of industrial comps). Not equivalent to CoStar asking rents, which are measured differently.  
Source:  Oxford Partners Verified Comp Database | 232 verified industrial lease comps, 2022-2025 

 
CHART B 
TI Allowance — New Leases vs. Renewals ($/SF) 
Blended avg. TI 2022–2024. 2025 shows new-lease and renewal split. Big-
box TI runs higher per CoStar . 

 CHART C 
Free Rent — Industrial New Leases vs. Renewals (Mo) 
Blended figures 2022–2024. 2025 shows new lease and renewal 
separately. Large logistics spaces may see 4–6 months per CoStar broker 
data. 

 
 
2022-2024: blended figures only. 2025 new-vs.-renewal split from verified comps. 
Big-box distribution TI (6-12/SF) per CoStar is higher; Oxford comps include all sizes 
Source: Oxford Partners Verified Comp Database 

 

 
 
2022-2024: blended averages only. 2025 shows new lease and renewal separately. 
Large logistics spaces (100,000+ SF) may see 4-6 months per CoStar broker reports.. 
Source: Oxford Partners Verified Comp Database 

232 
Verified Industrial Lease Comps 
2022 – 2025 

331 
Verified Industrial Sale Comps  
2022 – 2025 

$0.78/Mo 
 2025 Avg. Starting Rent (NNN) 
≈ $9.36/SF/Yr annualized 
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02 | Industrial Sale Pricing 

 

03 |  Industrial vs. Office: Lease Mix 

 
Data sourced from Oxford Partners' proprietary verified comp database covering the 9-county Houston–The Woodlands–Sugar Land MSA. 
Verified comps carry confirmed deal terms. Industrial starting rents are quoted as $/SF/month NNN and are not directly comparable to CoStar 
asking rents, which reflect all available space on an annual basis. Geographic comp counts reflect combined office and industrial activity; sector-
only suburban breakdowns are not separately available in the current dataset. This section is intended to complement the CoStar-sourced market 
data presented elsewhere in this report and should not be used as a standalone market summary.  

 

Key Insight: New leases carry more than twice the concessions of renewals — and new-lease volume 
dominates the market . 

Industrial new leases average 2.4 months of free rent and $3.95/SF TI versus 1.0 month and $2.28/SF for renewals. With 
65% of 2025 deals being new leases — compared to just 49% in office — the industrial market is still firmly in expansion 
mode, and occupiers signing new leases carry the most leverage in negotiating concessions. 

CHART D 
Industrial Sale Price Per SF by Year ($/SF) 
Avg. verified sale price per SF by year. 331 verified industrial sale comps, 2022–
2025. 

 
Key Insights:  Industrial sale pricing rose 62% 
since 2022 — the opposite of office — and 
industrial remains the expansion sector. 

Oxford's verified industrial sale comps show steady 
price appreciation from $99/SF in 2022 to $160/SF 
in 2025, driven by a roughly 5x increase in deal 
volume over the same period. In contrast to office, 
where tenants are increasingly renewing in place, 
65% of 2025 industrial deals were new leases, 
reflecting continued demand for modern logistics 
space even as overall vacancy rises. 

 
 
Source: Oxford Partners Verified Comp Database | 331 verified industrial sale comps, 
2022-2025 

 

 

CHART E 

2025 Lease Mix - New vs. Renewal, Industrial vs. Office (%) 
2025 deal mix and avg. lease terms. Industrial stays expansion-driven; office has flipped to renewal-heavy. 

 

Source: Oxford Partners Verified Comp Database | 2025 verified comps, all sizes 
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Houston Industrial Market Data 

 
Source: CoStar 
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Leasing  
 
Industrial leasing activity in Houston remained 
strong through the first half of 2026, with more 
than 29 million SF of new leases signed, the 
strongest first half on record. However, demand 
has not been sufficient to fully absorb the wave of 
new deliveries, and the impact of elevated 
development activity continues to pressure 
fundamentals. Although net absorption has 
improved from its 12-year low in 2025, vacancy is 
expected to remain elevated in the near term, as a 
sizable pipeline coincides with tariff-related 
uncertainty and the potential for slower 
consumption growth. 

Headline leasing gains mask significant churn 
beneath the surface. Much of the recent 
absorption has been concentrated in large, newly 
built properties, with tenants such as Grainger, 
Foxconn, and Panelmatic driving move-ins 
exceeding 600,000 SF. These occupiers continue 
to favor modern facilities with higher clear heights 
and greater power capacity, often at the expense 
of older inventory. 

By year built, this divergence is pronounced: 
properties larger than 100,000 SF delivered since 
2023 recorded 19.3 million SF of absorption, 
while comparable assets built before 2000 posted 
negative absorption of 1.5 million SF. Rising rents 
have further accelerated this shift, narrowing the 
gap between older and newer product and 
prompting tenants to upgrade. As a result, 
Houston recorded more than 15 million SF of 
space vacated in the first half alone, following a 
record 25 million SF in 2025. 

 

 Geographically, vacancies are highest in 
submarkets like East-Southeast Far, near 10%. 
Vacancy rates among properties built since 2023 
and 100,000 SF or larger are 40% compared to 
the market average of 23% due to the sheer 
volume of speculative development there in 
recent years. They fall drastically in densely 
populated areas where land availability is rare, 
keeping the pace of additional development 
limited. For example, in the North Outer Loop, the 
vacancy rate is 4%. 

By size, smaller properties have seen rising 
availability, with sub-25,000-SF vacancy reaching 
6.6%, double its level at the end of 2022, as 
tenants vacate older space. Meanwhile, vacancy in 
buildings exceeding 500,000 SF has tightened to 
roughly 6%, supported by stronger demand for 
modern bulk facilities. In dense infill locations, 
conditions are significantly tighter, with smallbay 
vacancy within a 10-minute rush-hour drive of 
Hobby Airport as low as 3%. 

In the near term, the large volume of unleased 
space in the construction pipeline is expected to 
place additional upward pressure on vacancy, 
potentially adding roughly 60 basis points by early 
2027. 

The balance of risks remains tilted to the 
downside, as tariff escalation, trade volatility, and 
slowing economic growth weigh on tenant 
expansion plans. Market participants report 
increased caution among occupiers, with leasing 
timelines extending and deal velocity slowing, 
suggesting a more gradual recovery path 

Source: CoStar 
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Source: CoStar 
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Source: CoStar 

 

 
Source: CoStar 
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Source: CoStar 
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Rent  
 
An influx of new supply has intensified 
competition and slowed Houston industrial rent 
growth to -1.6% year over year, the worst mark 
since 2010 and well below the national average of 
1.2%. With vacancy not expected to peak until 
mid 2027, rent growth is likely to decelerate in the 
near term and may not return to the 2015-2019 
annual average of 2.3% until the second half of 
2027. 

Local brokers note longer lead times from tours to 
lease signings as well as an uptick in tenant 
leverage on concessions like TI packages, free 
rent, and annual rent escalations. It has become 
more common for new leases on large logistics 
spaces to offer four to six months of free rent to 
secure occupancy with fixed annual increases of 
3.5%. Similar deals in 2022 might have included 
zero to one month of free rent and 4% annual 
increases. For large bulk distribution space, TI is 
between $6-$12/SF. TI packages have increased 
by around 15% to 20%, commensurate with rising 
construction costs. 

Brokers note that landlords are showing greater 
flexibility on lease terms. While five- to ten-year 
agreements remain the norm, one- to three-year 
terms for large occupiers, once rare, are becoming 
more common. Likewise, some landlords are 
offering shorter one-year renewals to help 
maintain occupancy levels. 

Big box spaces generally see rents in the $6.50/SF 
to $9/SF range, though newer properties can go 
for more. In February, Applied Optoelectronics 
leased the 154,000-SF Building 3 in the 2025-
built Blue Ridge Commerce Center in Missouri 
City for $11.20/SF NNN on a 10-year and 10-
month term. 

In March, McCoy-Rockord leased more than 
140,000 SF at the Westport Industrial Park II for 
$7.80/SF NNN. The property was built in 2001 
and is on the corner of I-610 and I-10. 

 
 
 

Looking ahead, with still 28.8 million SF underway, 
most of which is available for lease, rents for big-
box logistics buildings 250,000 SF or larger are 
likely to remain soft, due to the high availability 
rate. 

Long‑term tenants continue to face sizable rent 
increases at renewal, driven by the sharp run‑up in 
rents during 2021–23 and the steady gains 
recorded in the years leading up to the pandemic. 
Market asking rents remain about 27% higher 
than five years ago and more than 40% above 
levels from a decade ago. 

Source: CoStar 
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Source: CoStar 

 

 
Source: CoStar 



 

 
HOUSTON INDUSTRIAL   

MARKET REPORT  PAGE 14 

 
Source: CoStar 

 

 
Source: CoStar 



 

 
HOUSTON INDUSTRIAL   

MARKET REPORT  PAGE 15 

 
Source: CoStar 

 

 
Source: CoStar 



 

 
HOUSTON INDUSTRIAL   

MARKET REPORT  PAGE 16 

 
Source: CoStar 
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Source: CoStar 

 

 



 

 
HOUSTON INDUSTRIAL   

MARKET REPORT  PAGE 18 

 
Source: CoStar 
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Construction  
 
While developers in most major U.S. markets 
remain largely sidelined by challenging financing 
conditions, Houston stands apart. More than 29 
million SF of industrial space broke ground in 
2025, roughly 50% higher than the prior year and 
the highest annual total since 2022. As of 2026q3, 
there is 28.8 million SF under construction, 
placing Houston among the top two U.S. markets 
for industrial development, behind only Dallas–
Fort Worth. Speculative projects continue to 
dominate the pipeline, with just 25% of space 
preleased. 

Local lenders note that debt availability has 
improved from the tighter conditions seen in 
2023–2024. Capital sources that had stepped 
back from speculative industrial development are 
reentering the market, increasing competition 
among developers. This return of capital is also 
driving land prices higher across Houston. While 
easier access to financing supports new 
construction, it is also drawing more developers 
into the same opportunities, intensifying 
competition across the market. 

Developers report renewed pressure on steel 
pricing driven by hyperscale data center demand, 
while aging infrastructure remains a persistent 
constraint that can extend construction timelines. 

Supply‑side pressure is most significant in the 
big‑box segment, which accounts for the majority 
of recent deliveries. Vacant space in buildings 
100,000 SF and larger now totals roughly 26 
million SF, about 10 million SF more than in late 
2019. Another 12 million SF of unleased big‑box 
product is under construction. Brokers note that 
demand remains solid for smaller big‑box 
buildings, while larger ones are sitting on the 
market longer. CoStar data reflects this trend: 
spaces above 250,000 SF now take about 10 
months to lease, nearly double the turnaround 
time two years ago. Properties between 100,000 

 and 200,000 SF are taking around six months, 
versus four months previously. 

Oversupply concerns are most pronounced in 
eastern submarkets such as Baytown and Mont 
Belvieu, where large‑format buildings delivered 
since 2023 or currently underway have an 
availability rate approaching 50%, compared to 
the metro average of 38%. While these 
submarkets benefit from proximity to the Port of 
Houston, heavy construction volume has doubled 
their industrial inventory since 2019, leading to 
elevated vacancy. 

Most construction remains focused on suburban 
locations with affordable land and strong access to 
labor and transportation. Properties near large 
blue‑collar workforce pools are leasing quickly. For 
example, in December, a tenant pre‑leased the 
400,000‑SF Building 5 at Prologis Legacy Point in 
Cypress ahead of its February completion. The Class 
A facility sits along Hwy. 290 near the Grand 
Parkway and offers 36‑foot clear heights. Since 2022, 
nearly half of all newly delivered industrial space in 
Houston has featured clear heights of 36 feet or 
more. 

Moving forward, recent increases in groundbreakings 
will keep deliveries elevated over the next several 
years. The house view projects annual 
completions between 2026 and 2028 to average 
26 million SF, about 70% above the 2015–2019 
annual average of 15 million SF. 

Source: CoStar 
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Source: CoStar 
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Source: CoStar 
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Sales  
 
Houston's industrial investment market maintained 
strong momentum into the first half of 2026, 
marking one of the most active starts to a year on 
record and building on record deal volume 
achieved in 2025. Brokers report that bid‑ask 
spreads have narrowed and debt availability has 
improved. Leverage is gradually rising, with banks 
active on stabilized assets at 55%–60% LTV for 
strong sponsors and credit tenants. Life companies 
are competing for high‑quality opportunities, while 
debt funds and private credit lenders have become 
increasingly active over the past 12–18 months, 
targeting value‑add, bridge, and higher‑leverage 
deals. 

Cap rates have stabilized, remaining elevated 
relative to a few years ago but no longer 
expanding. Yields for large, long‑term income 
assets have even shown slight compression. 
Smaller properties continue to dominate the 
market: more than 80% of 2025 trades involved 
buildings 50,000 SF or smaller, as private investors 
and owner‑users remain the most active buyers. 
One of the larger recent owner‑user deals occurred 
in April, when LSI Industries bought the 295,000-
SF Starboard Logistics Park for an undisclosed 
price. The buyer occupies Building 2 for their 
business operations, and leases space out in 
Building 1. 

In March, when Panelmatic purchased a 184,000-
SF manufacturing facility in Conroe for $21 million, 
or $113/SF. The 2012‑built facility, formerly 
Protect Control's headquarters and manufacturing 
hub, aligns with Panelmatic's focus on acquiring 
power‑intensive, hard‑to‑replicate industrial 
campuses over new construction or speculative 
product. 

 

 Pricing trends vary by asset type. Logistics centers 
have seen the steepest corrections, with values 
now about 15% below 2022 peaks and cap rates 
in the 5.5%–6.2% range, up from the mid‑4% 
range. General industrial assets have held up 
better due to shorter lease terms and quicker rent 
resets: values are roughly 10% below peak, with 
cap rates widening by about 100 bps. 

Despite significant development in recent years, 
few newly built assets have traded. Less than 15% 
of transactions over the past 12 months involved 
properties delivered within the past five years. 
Investors are heavily targeting well‑leased assets 
with below‑market rents and near‑term expirations. 
In January, Cabot Properties acquired the 370,000-
SF Corporate Center Fannin for an undisclosed 
price. The center consists of two class A industrial 
properties, 100% leased, with a weighted‑average 
lease term of 2.5 years and a 20% average market-
to-market opportunity at expiration. In December, 
Granite REIT purchased the 1 million‑SF Alamo 
Crossing Commerce Center for $121.5 million, or 
$116/SF, acquiring the 98%‑leased property, four 
buildings with a weighted‑average lease term of 3.3  
years, at a 5.4% initial yield. Its location inside 
Beltway 8 and near Highway 290 positions it to 
benefit from the Northwest submarket's 
historically strong demand and mark‑to‑market 
upside. 

Looking ahead, pricing is expected to remain broadly 
stable, with limited risk of sharp fluctuations. While 
tenant demand remains uneven, leasing activity 
above historical norms is helping offset softer net 
absorption. Additionally, roughly $530 million in 
industrial CMBS loans are set to mature between 
2026 and 2027. With many assets carrying rents 
below market, a wide range of lenders is expected 
to pursue refinancing and new originations, boosting 
liquidity and supporting further price stabilization. 

Source: CoStar 
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Source: CoStar 

 

 


