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2020 is a census year, so soon we’ll have a pretty good picture of the 
demographics, location and size of the U.S. population. But we’re pretty good 
at estimating too, and the estimates thus far show that Texas is definitely in 
growth mode. There are storm clouds on the horizon for one market, however.

According to data from the U.S. Census Bureau, Texas was home to six of the 
10 counties with the largest population gains: Bexar, Collin, Dallas, Harris, 
Tarrant and Travis Counties. Among the fastest growing counties in the 
nation, Texas tallied more than any other state as Comal, Hays, Kendall and 
Williamson Counties all made the list.

Among metro areas that the Census Bureau analyzed, Texas was home 
to three of top ten MSAs with the largest population gains between 2010 
and 2019. The Dallas-Fort Worth-Arlington metro had the greatest jump 
in that time frame, increasing by 1,206,599 residents—a 19.0 percent rise. 
Meanwhile, the 510,760 new residents in the Austin metropolitan area 
accounted for a whopping 29.8 percent increase.

There is a similar scenario playing out in the Houston metro, which increased 
by 1,145,654, a 19.4 percent jump, between 2010 and 2019. However, the main 
engine for this population growth, job creation, has hit some hurdles. 

According to Colliers International data, the vacancy rate in the Houston office 
market has been ticking up quarter after quarter. The 20.0 percent rate that the 
market recorded in Q1 2020 was a moderate increase from the 19.8 percent of 
the previous quarter, and it was up from 19.4 percent year over year.

The market absorbed 837,872 square feet in the last quarter of last year, more 
than double the total of Q1 2019. As for Q1 2020, unfortunately, the Houston 
office market posted a negative 177,916-square-foot absorption rate. 

There were absorption gains in some submarkets, such as suburban Class A 
space which posted 463,878 square feet of net absorption. That was nearly 
offset by suburban Class B space, however, which reported 330,799 square 
feet of negative net absorption. 
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These absorption figures aren’t calculated in a vacuum; they 
are due in part to an increase in construction. The market had 
4.3 million square feet of new office space coming out of the 
ground in the past quarter, compared to 2.7 million square feet 
this time last year.

Among the largest leases of the first quarter was Western 
Midstream Partners, which in March took 133,948 square feet 
at The Howard Hughes Corporation’s Woodlands Towers at 
Waterway. TGS-Nopec Geophysical leased 97,293 square feet 
at 10451 Clay Road in Northwest Houston. Two January leases 
saw EDP Renewables take 92,523 square feet in the CBD at 
Hess Tower, 1501 McKinney Street, and SEMPRA LNG take 
68,139 square feet at Transwestern’s BHP Billiton Tower, 1500 
Post Oak Boulevard, Houston.

All four of those tenants highlight a weakness in the Houston 
office market as they are all in the energy industry. While the 
Houston metro’s wider economy has diversified over the past 
several years, oil and gas firms account for the majority of 
office jobs. 

These first quarter numbers were recorded before the effects 
of the COVID-19 crisis could be felt by the economy. For the 
Houston metro, unfortunately, the pandemic will create a 
secondary disadvantage as oil markets fall around the world.

“The oil issue is driven by Saudi Arabia and Russia failing to 
reach an agreement on production and by the severe decline 
of oil and gas demand driven by the COVID shutdown,” said 
Patrick Duffy, MCR, president of Colliers Houston. “Oil has 
been in the low 20s since the collision of these two events.” 

Energy Information Administration projections suggest that 
demand will fall short of supply throughout the year to the 
tune of approximately 10MM barrels per day—a disparity that 
will top off all land-based storage by mid-May. 

With people sheltering in place and using vehicles less, 
oil prices are unlikely to rebound for at least another 18 to 
24 months. As a result, upstream and midstream energy 
companies—as well as the companies that support them—
will face greater pressure to cut costs, which likely means 
layoffs.

“Most of the energy companies had already leaned up their 
workforces since the 2014 price crash,” Duffy said. “There is 
not a great deal of fat left in these players to trim.” 

If the best-case scenario for the COVID-19 crisis plays out 
and the economy quickly recovers, Houston will still have to 
wrangle with a significant slowdown in oil production and 
consumption. Time will tell what effect that will have on job 
creation and retention in the market. n
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