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INTRODUCTION

The Houston industrial sector has demonstrated remarkable resilience and growth in the third quarter of 2024. With robust demand and strategic

developments, the market is poised for continued success. This report provides an in-depth analysis of key trends, absorption rates, construction
activities, and economic drivers shaping the industrial landscape in Houston.

ECONOMIC CONTEXT

Houston’s economy has been bolstered by various
factors, including a diverse industrial base and

= a steady influx of businesses. The city’s
facilitate efficient logistics, making it an attractive
destination for industries such as manufacturing,
logistics, and e-commerce. The economic landscape
is further supported by favorable policies and
investments aimed at enhancing infrastructure and
business operations.

DEMAND DRIVERS IN THE HOUSTON INDUSTRIAL MARKET

Several key factors are driving demand in the Houston industrial
sector:

E-commerce Growth

The surge in e-commerce has significantly impacted the industrial
andscape. As
businesses are expanding their logistics and distribution capabilities.
This trend has resulted in heightened demand for warehouse
space, particularly in urban areas that offer quick access to major
transportation routes.

Resilience of Key Industries
Houston's diverse economy, which includes strong sectors such as
energy, healthcare, and technology, provides a solid foundation for

industrial growth. These industries are RS ilsle IRV (LIt (eIsWETele

BEEEGEEREEIN further driving the need for industrial space.

KEY MARKET INDICATORS

In Q3 2024, the Houston industrial market recorded significant
growth in key performance indicators:

NI Helfelilel] The market experienced a net

absorption of approximately 6.2 million square
feet, contributing to a year-to-date total of 16.3
million square feet. This represents a 4% increase
compared to the previous year, indicating sustained
demand from tenants.

VEIEINSALEIE The overall industrial vacancy rate

remains low, reflecting the competitive nature of
the market. The consistent demand for warehouse
and distribution spaces has kept vacancy levels at a
manageable rate.
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FENEIEIEE] Rental prices have seen upward
pressure due to increased demand and limited
supply, particularly in prime locations. This trend is
expected to continue as more businesses seek to
establish a foothold in Houston.

Infrastructure Development

Ongoing infrastructure improvements, including transportation
and logistics enhancements, are making it easier for businesses to
operate efficiently in Houston. These developments are attracting new
companies and encouraging existing ones to expand their operations.
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CONSTRUCTION AND DEVELOPMENT TRENDS MARKET [;H ALLENGES

Current Construction Pipeline
P Supply Chain Disruptions

The construction pipeline for the Houston industrial
[ market remains active, albeit slightly moderated
compared to previous years. As of Q3 2024,
approximately 11.1 million square feet of industrial
space is currently under construction. This includes a
mix of speculative and build-to-suit projects tailored
to meet specific tenant requirements.
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° Despite the positive growth trajectory, the Houston
industrial market is not without its challenges.
Supply chain disruptions have been a significant
concern, impacting the availability of materials and
construction timelines. These disruptions can lead
to delays in project completions and may affect
rental rates in the short term.

New Deliveries .. .
. . Rising Construction Costs
In Q3 2024, approximately 3.3 million square feet ﬁ
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of new industrial space was delivered to the market. :cncreasehd conslzructllon costs arhe anlottt\er c:allenge O ﬁ
Q E This influx of new product is essential for meeting acing the market. Factors such as labor shortages rr =2

the growing demand, especially in high-demand and rising material prices can impact the feasibility v\;

submarkets of new projects. Developers must navigate
these challenges while ensuring that they remain
competitive in the market.

Future Development Outlook

Looking ahead, the construction landscape is
N expected to stak?lllze at .sgsta|nab|e I‘evels. While the . SUSTAINABILITY INITIATIVES
current economic conditions may influence future
development, the overall outlook remains positive.
Developers are likely to continue focusing on high-
quality, flexible spaces that cater to evolving tenant i  Sustainability is becoming increasingly important in the industrial
needs. . sector. Developers are BRI R R eI Rt to enhance
. energy efficiency and reduce environmental impact. This shift is not
only beneficial for the environment but also attracts tenants who
prioritize sustainability in their operations.

Green Building Practices
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SUSTAINABILITY INITIATIVES

Renewable Energy Integration

Many industrial properties in Houston are exploring renewable energy
options, such as solar panels and energy-efficient systems. These
initiatives not only contribute to sustainability goals but also

reduce operational costs for tenants.

MARKET OUTLOOK

Short-Term Projections

In the short term, the Houston industrial market

is expected to maintain its positive momentum.

Continued demand from e-commerce and key

industries will support growth, while ongoing

construction efforts will help meet this demand.
However, market participants should remain vigilant regarding
potential supply chain challenges and rising costs.

Long-Term Trends

Looking further ahead, the long-term outlook for the Houston
industrial market remains optimistic. As businesses continue to adapt
to evolving consumer preferences and technological advancements,
the demand for industrial space is expected to remain strong. The
city's strategic advantages, coupled with ongoing investments in
infrastructure, position Houston as a leading industrial hub.

ides an in-depth analysis of key trends, absorption rates, construction

TENANT PREFERENCES AND REQUIREMENTS

Flexible Spaces

In response to changing market dynamics, tenants are increasingly

seeking (MR FREIR eI that can accommodate a variety

of uses. This includes the ability to adapt spaces for different
types of operations, whether it be warehousing, manufacturing, or
distribution.

Advanced Technology Integration
The integration of advanced technologies, such asENitauEiod

eI d IV e [T Yo RTeINiilelst W is becoming a priority for tenants.

Properties that offer these features are more likely to attract
businesses looking to enhance operational efficiency.

| CONCLUSION
\ /
- V} —  The Houston industrial market is experiencing
a period of growth characterized by strong
7/ N\

demand, active construction, and evolving
tenant preferences. As businesses navigate
the complexities of the modern economy,
the industrial sector is well-positioned to
thrive. By staying attuned to market trends
and addressing challenges, stakeholders can
capitalize on the opportunities presented by
this dynamic landscape.
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KEY INDICATORS Q3 2024 YEAR-TO-DATE

Net Absorption (sq. ft.)

'\I 6.2 MILLION FINAL THOUGHTS

16.3 MILLION

The industrial sector in Houston is navigating a complex
landscape filled with both challenges and

opportunities. By leveraging strategic insights and
‘y\ Vacancy Rate remaining adaptable, businesses can position themselves
o LOW for success in this thriving market. As we move forward,

continuous monitoring of market trends and proactive
engagement with stakeholders will be crucial for capitalizing
on the growth potential that lies ahead.

@?é}@ New Deliveries (sq. ft.)

3.3 MILLION This article has been crafted to provide a comprehensive

analysis of the Houston industrial market for Q3 2024,

integrating insights from various sources while ensuring
originality and adherence to SEO best practices.

Total Under Construction (sq. ft.)
1.1 mbon
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