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Economic Indicators

2020 2021 2022
ACTUAL ESTIMATE FORECAST
Global Growth Projection -3.36 5.5% 4.1%
(World Bank)
U.S. Growth Projection -3.5% 5.7% 4.0%
(Consensus)
U.S. Unemployment Projection 14.7% 3.7% 3.8%

(Federal Reserve)

U.S. Inflation Rate 1.4% 7% 7.5%

Interest Rates (10 Year Treasury) 9% 1.9% 2.1 % -2.3%




The Big Issues

. InflatiON — Blg problem

* Interest Rates
« Supply Chain
« Government Spending

« Labor Supply




INFLATION: cPI aside - How Does Inflation Impact R.E.; NOLA, ATL & Dallas highest

CONSTRUCTION ECONOMICS

Construction Buildin
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Construction Buildin
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CONSTRUCTION COST 1184931 BUILDING COST
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ENR’s Cost Indexes by City
HEs

ATLANTA (‘7 8066.77 | +17.3 | 508691 +24.?¢

BALTIMOREY ™ 996504 +60 | es15.31 +139

BIRMINGHAM 8363.01 +11.0 5609.46 +178

BOSTON 16962.26 +13.4 9527.56 +16.5

CHICAGO 17977.18 +5.7 9260.51 +13.3

CINCINNATI 11340.56 +9.9 6270.20 +13.1

CLEVELAND 13250.20 +5.0 6903.84 +11.6

DALLAS 7176.09 +16.8 5785.39 +21.7 ¢
Why is Dallas the bewer 8418.76 +102 | 6021.13 +149
Only TX city the DETROIT 12910.01 +5.2 7216.15 +98
EN R ucost In X KANSAS CITY 12623.32 +6.4 7257.26 +10.6
by City?" LOS ANGELES 12996.09 +1.6 729341 +144
MINNEAPOLIS 13811.00 +44 7594.45 +13.0

NEW ORLEANS 7545.75 +158 6041.18 +35.1 *
NEW YORK CITY 21335.07 +36 | 10561.93 +6.8
PHILADELPHIA 15013.06 +78 8353.08 +76
PITTSBURGH 12104.54 +94 7095.75 +98
ST. LOUIS 13228.25 +5.1 7231.89 +12.0
SAN FRANCISCO 14301.24 +9.2 9007.82 +154
SEATTLE 1372283 +6.8 7648.51 +13.0

32 » ENR * January 3-17, 2022 enr.com

Banks pay attention to Construction Loans

and Cost Overruns? ,!!\l/

https://'www_enr.com/ext/resources/static pages/Economics/2022/0117 CE WK2-combined. pdf?1642104499
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US Debt — The Fed’s Big Problem! Our Debt will drive rates higher w/o FED

Gross debt at start Avg. Debt Held By Public
Decade of decade Throughout Decade Major Events
(USD billions) (% of GDP)
Every year, the Congressional 1 o * In Bight of the economic headwinds
B t Office (CBO) provide: Y triggered by the COVID-18 emic,
1900 - 4.8% = L?og:g-tan-n pwject:c:: of th: * hc?u??s na:znal dabt eq:acie?;‘::grw
potential trajectory of national debl Jainnnds,] * from now throwgh 20507
1910 = 10.0% World War | o
b I s bbbt i LT T LU VR T
1930 $16 36.4% President Roosevelt's New Deal
* 1940 $40 75.1% World War Il
ot G nesres el 6 ey oyt eeer-iey
1950 $257 56.8% Korean War e rton b e 1 sy e
1960 $286 37.3% Vietnam War
1970 8371 26.1% Stagflation (inflation + high unemployment) AVERAGEDEET  FEDERAL DEBTHELDBY
BYDECADE ._ THE PUBILIC 1, o 00w, va00- om0
¢ 1980 $908 33.7% a President Reagan's tax cuts .
The FEDisn't Great Recession
1990 $3,233 Since 1990, 44.7% just battling Gulf War
every INFLATION, it's ; : - T raad
2000 $5,674 36.6% 3 ! 9/11 attacks & Global Financial Crisis COVID-10 Pandemic
decade we battling FISCAL
2010 $13,562 Fack UP 774% Deficits that will Debt ceiling is raised by Congress ocicmemcim g
* 2020  $27,748 all of 105.6% |nflation and * COVID-19 pandemic e o
RIS devalue the US $ sy
decades :
A
RED SHOE

U.S. National Debt

https://www.visualcapitalist. com/timeline-150-years-of-u-s-national-debt/ ECONOMICS




The Importance of Rail: Rail Connectivity will Remake US Supply-Chain

The 7- Class | RRS Note: CN (red) KCS (brown) CSX (blue)
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I Norfolk Southern
B csx

Uinion Pacific
B Canadian National
I Buriington Northern Santa Fe
I Kansas City Southern
I Paducah & Louisville Short Line

\.

Port of Mobile:

+ 5 Class 1 RR connections;

+ Only CN to Guif RR connection;

+ New WalMart Container Terminal;

+ Airbus + auto mfg. state (Mercedes):

+ New RoRo by 2022/ Rebuild AL Bill to fund

Port Freeport:
+ 3 Class 1 RR connections;
+ ‘Saudi Arabia’ of Natural Gas;
+ The "Port of Savannah’
for Dallas

AAR org — American Assoc. of RRs

KC Southern:

L]

Only direct route to all of Mexico.

Link KCS with BNSF or CSX to
create a mega RR/E-commerce
powerl!

CsX:

The East coast RR line serving
East coast ports.

CSX and NFS are to SE & Mid-
Atlantic what UP is to CA & West-
coast.

Rail mergers are on the horizon
post COVID. (Financially ‘weak’
merges with ‘strong’ wanting SE &
Gulf reach).

RED SHOE
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Small Business Optimism

“The NFIB Small Business Optimism Index decreased slightly in January to 97.1, down 1.8 points from December.
Inflation remains a problem for small businesses as 22% of owners reported that inflation was their single most

important business problem, unchanged from December when it reached the highest level since 1981.

Small Business Optimism

Small Business Optimism Index at 97.1 From Last
Based on 10 survey indicators, seasonally adjusted, Jon. '10 - Jan. 22 Index Component Month
Plans to Increase Employment
Plans to Make Capital Outlays
110 Plans to Increase Inventories
Expect Economy to Improve
Expect Real Sales Higher
Current Inventory
Current Job Openings
Expected Credit Conditions
Now a Good Time to Expand
Earnings Trends

120

100)

Index Value (1784

v
v
F Y
v
v
v
v
v

WNRONNARRNGMON

NFIB.com/sboi
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Consumer Confidence Index — OECD Data to“m TPENE.EE
Consumer Confidence Declining
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WTI Price | ?ﬁENDs
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The global drop in demand due to COVID crushed prices in 2020 - Biden Admin
anti drilling stance + demand increases + global turmoil - prices now over $90

FRED -/ — spotcrude oil price: West Texas Intermediate (WT)
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Supply / Demand Balance TE“?;
Economic Growth = Demand Growth

World liquid fuels production and consumption balance

million barrels per day
105

world production forecast
100
world consumption
95
90
85
” 1 T T T | T T T T T T T T T 7 T T T T T 7 T T T T T T T 1
0 Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3 Q4
2017 2018 2019 2020 2021 2022 2023
8
. implied stock build
2
0
-2

o implied stock draw P

Source: U.S. Energy Information Administration, Short-Term Energy Outlook, February 2022 c
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Annual Job Growth '"|'°”5TE°N?D§2
Houston - Sugar Land - Baytown

® Jobs Gained € JobsLlost < Forecast

200,000
Shale Gas & Oil Boom COVID-19 Recover
15009 Yosnno 117,500 116,700
100,000 - <. 91,000 82,900 o 210 62,200
' 54,200 d 075,500
50,000 50,500 90,000
0 ] 211590 [ | | ] ] ] ] ] -2'500 _121400 L] 1 ] | L]
2006 2007 2008 200942010 2011 2012 2013 2014 2015 2016 2017 2018 2014 2020f2021 #2022
-50,000 NGy
Energy Downturn
-100,000 LI
' 110,500
150,000 The Great Recession :
-200,000 :
COVID-19 Pandemic -206,600
-250,000



Jobs

Houston Annual
Employment by

Construction
Education and Health Services

Financial Activities

Goods Producing EE—— 5 G0
S Government 0.6% =
e ct 0 r Information (Telecommunications) . 1%
Leisure and Hospitality IS 5%
Manufacturing 3 6%
Mining and Logging . | 7,906

Other Services
Professional and Business Services
Service-Providing

5.1% annual gain in 2021 after
a -6.5% annual loss in 2020

Trade, Transportation & Utilities

10.0% 15.0% 20.0%

HOUSTO

| TBENDS

2022



Single Family Housing

“Houston's housing market plows through the second year of a pandemic

to achieve new sales record.”

HAR
com

FULL-YEAR FULL-YEAR PERCENT
2020 2021 CHANGE

Single-Family Home Sales 96,271 106,229
Total Property Sales 115,676 131,041

Total Dollar Volume $31.2B $40.08
Single-Family Average Sales Price $324,069 $376,075
Single-Family Median Sales Price $260,000 $300,000




HOU$TON

Single Family — Fort Bend ] IpENps
Housing

MEDIAN PRICE OF HOMES SOLD

YEAR-OVER-YEAR 02020 @ 202
MARKET DATA: DECEMBER Siepie 77459 T8 o7 T80 Tr98

The median price of homes sold increased

in all area ZIP codes in December compared
to December 2020. More homes were sold
in December compared to 2020 in ZIP codes
77479, 77489 and 77498.

— [ o
R = o® [ acon
S e -
200K o

SI00K

NUMBER OF HOMES SOLD
Year 77459 77478 77479
2020 155 26 129 23 36
2021 131 24 40 35 50

Source: Community Impact — February 2022



TRENDS
COVID-19 Migration

Texas is the #1 Growth State of 2021

Texas reclaimed the number one spot it held from
2016-2018 from Tennessee according to U-Haul.

California & lllinois recorded the greatest
losses. U-Haul ran out of trucks in California.

U-HAUL

Texas (2)
Florida (3)

1

2

3  Tennessee(1)

4  South Carolina (15)
5  Arizona(5)

6 Indiana(12)

7  Colorado (6)

8 Maine (29)

9 Idaho (30) e
10 New Mexico (39)

s

*() denotes 2020 ranking
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Retail Big Picture TRENDS

it End of Q4 - 307.5M SF

hiad 2021 Total Q4 Under Yov Overall Class A Asking YO
éﬂ"') Vacancy Rate v Net Absorpt!on ! Construction A S Lease Rates (NNN) A
=’ 5.8% o MUI“ 3. 1M sr g JUJ 1.8Msr o I3=2 $25.00- roeecast
85.00/s¢

- Vacancy low at 5.8% down 40 basis points Y - Y

- Absorption total net positive 3.1M SF in 2021 vs. -700,000 in 2020

- 1.8M SF under construction, 42% pre-leased

- Class A in-line retail rental rates can vary widely from $25.00 to $85.00 per SF,
depending on location and property type



Retail Big Picture - Fort Bend B TpeENDs

il End of Q4 - 15.9M SF

YOY YOY Under YOy Overall Class A Asking Y
é""') Vacancy Rate v Net Absorption 4\ f Construction A S Lease Rates (NNN) W
=’ 6.3% . “U“““ 185K s ForecssT tf@ 264K s¢ a—all b o $26.09/sr P

- Vacancy low at 6.3% down 90 basis points Y - Y
- Absorption total net positive 184,865 SF in 2021 vs. total net negative -43,393 SF in 2020
- 264,070 SF under construction -
- Rivergate Plaza Buildings A (17,000 SF) & B (11,110 SF) Both are 0% pre-leased.
- 34,116 SF delivered in 2021
- Average asking rental rates down 5.8% Y-Y



Retail Big Picture
fi! Under Constuction

- 1.8M SF (5,000 SF >)
- 42% Pre-Leased
- Highways & Major Thoroughfare Dominant

Largest Projects:

Plaza @ Elyson

Property Commerce
199,831 SF

Fort Bend Town Center Il

Ainbinder Development Corporation
300,000 SF

8
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Retail Investment
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Retail - Average Cap Rate

Retail - Average Price Per Square Foot
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TRENDS
Multitamily Big Picture i

7 End of Q4 - 704.8K Units

YOY 2021 Total Yoy Q4 Under YOy Overall Class A Asking voy
Occupancy Rate A n Net Absorption W f Construction W S Monthly Rent A
91.8% = WMI373Kunsmme  UB15.0Kunismge 35 $1,184 =

- Occupancy climbs from 88.4% to 91.8% in 2021up 340 basis points Y - Y
- Absorption positive 37,300 units up from 11,900 in 2020

- 15.0K units under construction

- Average monthly rent up 13.5% Y-Y



108 Cleveland

Multlfamlly Big Picture
# Under Constuction

Q4 2021

20,904 units delivered (2021 total)
15,013 units under construction

Baytown

$10, ’asadena@ &

30,863 units proposed

Q[|. 2020 g Pearland @
20,362 units delivered (2020 total) N
17,790 units under construction S S Q o G
27,448 units proposed (38 Q X GQ
. T alestc




$ per Unit

$250,000

$200,000

$150,000

$100,000

$£50,000

$0

o HOUSION  s— .S

Average S PSU

Houston: $151,917

U.S.:

$211,049

HOUSTO
Fhiips

Multifamily - Average Cap Rate

o HOUSLOMN

Average Cap Rate

Houston: 5.4%
U.S.: 4.9%
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1 Office
Class A Submarket Vacancy

Navasota
(=]

Q4 2021 Vacancy Rate

M 00%-10.0%
10.1% - 15.0%
15.1% - 20.0%

W 20.1%->

| No Class A

- Average Class A Vacancy: 25.2%
- Post 2005 Construction Vacancy: 18.6%




Office Big Picture TRENDS

- End of Q4 - 239.0M SF T

YOy 2021 Total "’U"' Q4 Under YOY Overall Class A Asking YOY
Vacancy Rate A Net Absorption f Construction v S Lease Rates (FSG) W
23.1% e ulll -1 oM e |[f 29Mse mew IS §34.765 o

- Vacancy still high - competitive terms Vacancy up 130 basis points Y - Y
- 2021 Total Net Absorption negative 1.9M vs. negative 4.2M in 2020

- 2.9M SF under construction, 55% pre-leased

- Average asking rental rates down 3.29% Y-Y



Office Big Picture - Fort Bend TRENDS

" End of Q4 - 6.0M SF

g YOV Under YOY Overall Class A Asking Y0¥
Vacancy Rate A Net Absorption W ! Construction v S Lease Rates (NNN)
@ 2 1 '6% FORECAST [H!ﬂl]“ _2 64K GF  FORECAST J D O SE FORECAST J=> $22.77/SF FORECAST
A s A

- Vacancy still high = competitive terms; Vacancy up 490 basis points Y - Y

- 2021 Total Net Absorption negative 264,442 SF vs. negative 20,811 SFin 2020

- Nothing under construction; Nothing delivered in 2021

- Class A average asking rental rate is down Y_Y, but the overall (all combined classes) average
asking rental rate is up 2.3% Y-Y



-, Office Big Picture - Fort Bend 8 TRENDs
1 End of Q4 - 6.0M SF

Direct, Sublet & Total Vacancy Rate =
25%

Fort Bend Office 2021 Highlights

Sugar Creek on the Lake recorded 201,000 SF of
negative absorption in 2021

Imperial Plaza recorded 48,251 SF of negative
absorption in 2021 - Prior tenant Aetna




HOUSTO

_ Office Big Picture - Fort Bend Collirs TPENDS

_ End of Q4 - 6.0M SF

~Sugar Land , Missouri City, Stafford Office Map

Vacancy still high = competitive terms
Vacancy up 490 basis points Y - Y

2021 Total Net Absorption negative
264,442 SF vs. negative 20,811 SFin 2020




. TRENDS
Office Investment —

Office - Average Price Per Square Foot | Office - Average Cap Rate
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Houston: $181 Houston: 6.9%
U.s.: $297 U.S.: 6.4%
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~ - Industrial
Submarket Vacancy

yham

North Corridor

Northwest Corridor

Q4 2021 Vacancy Rate

B 00%-3.9%
4.0% - 5.9%
6.0% - 7.9%

M 80%->

- Average Class A Vacancy: 7.1%
- Post 2005 Construction Vacancy: 9.5%
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Industrial Big Picture

) End of Q4 - 274.0M SF

hind 2021 Total Yoy Q4 Under Yoy Overall Asking Lease YOY
Vacancy Rate v [| Net Absorption A { Construction A S Rates (NNN) A
Py L — nlll 28 5M < gzt JU16.7Msp rmr I $7.88/s¢ e

- Vacancy low at 7.1% down 140 basis points Y - Y

- Total 2021 Net Absorption historical annual record of 28.5M SF vs.
17.7M SF positive absorption in 2020

- Record leasing volume in 2021 of 44.5M SF

- 16.7M SF under construction, 31% pre-leased

- Average asking rental rates up 7.42% Y-Y
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Industrial Big Picture - Fort Bend T e
+-End of Q4 - 38.3M SF
o YOY Under YOY Overall Asking Lease YO
Vacancy Rate A Net Absorption A ! Construction W S Rates (NNN) s
@ 9.6% — !ﬂl““ 2.9M sr &R J 881Ksr i) I $8.78sr -

- Vacancy increased over the year 120 basis points from 9.1%
- Total 2021 positive net absorption hits a historical high of 4.1SF vs. 1.3M SF positive net absorption in 2020
- Leasing volume in 2021 of 2.6M SF
- 881,500 SF under construction -
- Kirkwood Industrial Distribution Buildings 1 (215,096 SF) & 2 (325,028 SF) both are 0% pre-leased
- 3.7M SF delivered in 2021
- Average asking rental rates up 4.6% Y-Y



Industrial Big Picture
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i Fort Bend Industrial 2021 Highlights

Sugar Land-;-Missouri City, Stafford Industrial Map ... =

Amazon moved into and absorbed 1.1M SF in Missouri City

Awesung leased and moved into 239,100 SF and ADBA Group
leased and moved into 147,600 SF both in the Southwest
Commerce Center in Missouri City

Boise Cascade Building Materials moved into 163,600 SF in
Nova Logistics Park in Sugar Land

Soft-Tex leased and moved into 167,000 SF in the Sugar Land
Business Park

Chempak International leased and moved into 157,000 SF in
the Weatherford Business Park in Stafford.



HOUSTON

Industrial Big Picture TRENDS EN?&

+- Absorption

In 2021 47% of Absorption were delas 100K or greater
In 2020 76% of Absorption were deals 100K or greater

2021 Net Absorption 2020 Net Absorption

28.5

Million SF

17.7

Million SF

m 5-99,999 SF = 100,000 + ® 5-99,999 SF = 100,000 +
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Healthcare Big Picture

W ENnd of Q4 - 42.6M SF

Yoy 2021 Total Q4 Under YO¥ Overall Class A Asking Yo'
Vacancy Rate A I Net Absorption v ﬁf Construction A G LeaseRates (NNN) A
124% e wlll 1M mms [§ 20Mse e 35 $23.29s e

- Vacancy increased slightly up 20 basis points Y - Y

- Total 2021 Net Absorption 1.2M SF vs. 1.9M SF in 2020
- 2.0M SF under construction, 31% pre-leased

- 597.5K SF delivered in 2021 (MOB's only)

- Average asking rental rates up 1.6% Y-Y



HOUSTON
FhEips

Healthcare Big Picture — Fort Bend v o=
W ENnd of Q4 - 2.2M SF
Yoy "’0"’ Unidés YOV Overall Class A Asking Y0
m Vacancy Rate v “ NetAbsorptlon f Construction v S Lease Rates (NNN) 4
) 11.3% T Wl 64.1Ks = |G 0 e 32 $25.36k mee

- Vacancy decreased over the year 350 basis points from 14.8%

- Total 2021 annual positive net absorption 64,100 SF vs. 60,280 SF positive net absorption in 2020
- Leasing volume total 116,108 SF up in 2021 from 73,020 SF in 2020

- Currently no MOB’s under construction

- Average asking rental rates up 2.2% Y-Y
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Construction Big Picture

z=r Houston Project Lead Times

- Most Masonry Products: 8 - 10 weeks

- Steel/deck/joists: 16 - 24 weeks pending design decisions
- Lumber: 4 - 5 weeks

- Trusses: 16 weeks

- Millwork: 6 - 8 weeks
Basically, any job that is 8 months or
- Doors: 18 - 22 weeks
, less needs to be procured 1 -2 months
- Roofing: 12 - 16 weeks

bef bilization t t allow del
- Glass/Storefronts: 12 - 16 weeks efore mobilization to not allow delays

- Curtain wall: 16 plus weeks

. With new variants coming out
- Most Flooring: 4 - 8 weeks &

- Heavy Gauge Metal Studs: 16 weeks productions slows and increases the

time frame of receiving materials.

- Mechanical Equipment: 12 plus weeks

- Light Fixtures: 12 plus weeks



Construction Big Picture
= Houston Overview
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PRICE ESCALATION JANUARY 2021 - JANUARY 2022

20 and 30 percent increase in building cost pending product types.
It was averaging between 1 and 1.5 percent per month last year.
Lead times seem to be getting a little better. We are not seeing the
same cost increases like we did last year.... still increases but much
slower. Steel has actually gone down, and numbers are holding.

LABOR SHORTAGES CONTINUE TO BE A BIG PROBLEM

Companies are having a hard time finding skilled and unskilled labor.
For example, many manufacturers have additional capacity but
cannot find enough workers to load machines, stock supplies, etc.
That coupled with new variants coming out productions slows and
increases the time frame of receiving materials.

CONTAINERS BEING UNLOADED AT THE PORT ARE
STILL AN ISSUE

The cost of containers have quadrupled in the last year. Some
material costs less that the actual cost of the container and shipping
that are in the container.

CITY OF HOUSTON PERMITTING PROCESS

Most building permits are taking over 4 months new construction.
Mixed use or complicated project over 6 months. Office- 10-12 weeks
being 28 business days per round, and everything is taking 2 rounds.
Inspections in the field are an issue. Too much work and not enough
inspectors. If contractors are not willing to pay for overtime
inspections, you might expect delays.
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Houston Commercial Real Estate
Market Cycle 2021

O Industrial
O Healthcare
Fig "
Multifamil
y Phase Il Phase IlI Above Long-Term
O Office Expansion Oversupply g oy
O Retail
Phase | Phase IV Below Long-Term
; Avg. Occupancy
Recovery Recession
~
Rent Rent
Increasing Decreasing

e



HOUSTO

Coliers: TFENDS

2022

Houston Commercial Real Estate
Market Cycle 2022

O Industrial
O Healthcare
£
Multifamil
Y Phase i Phase Il Above Long-Term
O office Expansion Oversupply IWE Dcrupaecy
O Retail
Phase | Phase |V Below Long-Term
: Avg. Occupancy
Recovery Recession
~
Rent Rent
Increasing Decreasing

e @/
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Barkley Peschel, CCIM

Senior Vice President | Houston
barkley.peschel@colliers.com

Direct: +1 281 242 2300 | Mobile: +1 832 423 6285
15999 City Walk, Suite 250 | Sugar Land, TX 77479

Thank You

|— Accelerating success.




	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Slide Number 13
	Slide Number 14
	Slide Number 15
	Slide Number 16
	Slide Number 17
	Slide Number 18
	Slide Number 19
	Slide Number 20
	Slide Number 21
	Slide Number 22
	Slide Number 23
	Slide Number 24
	Slide Number 25
	Slide Number 26
	Slide Number 27
	Slide Number 28
	Slide Number 29
	Slide Number 30
	Slide Number 31
	Slide Number 32
	Slide Number 33
	Slide Number 34
	Slide Number 35
	Slide Number 36
	Slide Number 37
	Slide Number 38
	Slide Number 39
	Slide Number 40
	Slide Number 41
	Slide Number 42
	Slide Number 43
	Slide Number 44
	Slide Number 45
	Slide Number 46
	Slide Number 47

