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Market Facts

Market Overview
The Dallas-Fort Worth metro continues its healthy
evolution into the next stage of the economic cycle.
Payroll employment expanded at its fastest rate
in a year and a half and unemployment dropped
from 3.6% to 3.4% year over year, still below the
national average which rose slightly back to 4.0%.
Office leasing activity moderated in the year’s first
two quarters, no longer reaching the nation-leading
demand, likely due to the tapering of corporate
migrations that characterized the past few years.
Overall, the market remains healthy and much
more durable than it has been in previous cycles. A
combination of sustained job growth, reasonable
construction, and single-tenant build-to-suit projects
for large corporate users have kept vacancies at
stable levels, still below the last cycle’s low. Dallas
is traditionally known for being over-built, but
discretion has helped this period of growth set itself
up to avoid many of the past cycle’s pitfalls. Even
as supply levels begin to crest, with a number of
major spec projects delivering or set to deliver in the
coming quarters, occupancies have barely taken a hit.
Looking ahead, the best years of the cycle are in the
rear view mirror, but Dallas’s cost of doing business
and strong talent pool will position it to remain one
of the most in-demand office markets in the country.
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122,000

Jobs added in the last year, a 2.8% increase in employment.

3.4%

Unemployment in Dallas.

2.0%
12 Mo. Rent Growth

$25.61

Average Gross Direct Rental rate
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Vacancy
The Dallas/Ft. Worth Office market ended
the first half of 2018 with a vacancy rate
of 16.4%. In all, there was 52 msf vacant.
The vacancy rate was up for Q1 and Q2,
with year-to-date net absorption totaling
positive 1,803,433 sf when single-tenant
build-to-suits are included.
When those owner occupied build-tosuits are subtracted, the number drops to
401,630 sf for the year-to-date.

Gross Asking Rent Per SF

Vacant sublease space increased as
well, ending the quarter at 3,762,623 sf.
Once again, the majority of this is space
vacated by large users moving to newer
and/or owned spaces, but it is still worth
noting as this is the largest amount of
available sublease space in 15 years.

Rental Rates
Rent growth slowed with the delivery of
more speculative supply and a drop in
leasing activity, causing more unleased
space to arrive than in previous quarters,
thus giving tenants more bargaining
power. Rents remain about 15% higher
than prerecession peaks. Premier
submarkets such as Uptown/Turtle
Creek, Frisco/The Colony, and Upper
Tollway/West Plano saw the strongest
growth, with rents now 20% greater than
prerecession peaks.
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Investment Sales
Sales volume picked up for Q2 2018, with the average
price per sf also gaining slightly to continue its historic
climb. Dallas continues to draw capital attention from
coastal markets such as Boston, New York, and San
Francisco, which is coupling with continued demand
for space by users, therefore driving prives up across
the metroplex.
Turnover slowed in 2017, dropping from an average of
roughly 35 million sf trading annually from 2012-2016,
down to 26 million sf for 2017. Turnover picked up
slightly in early 2018 though as nearly 2% of inventory
traded in 18Q1. Infomart’s sale in April is the major
driver of 2Q, saling for $800,000,000 at 1,600,000 sf for
an average price per sf of $500/sf.

-45.8% 6.8%
12 Mo. Sales
Volume Growth

Market
Cap Rate

Period
2018 Q2
2018 Q1
2017 Q4
2017 Q3
2017 Q2
2017 Q1
2016 Q4
2016 Q3
2016 Q2
2016 Q1
2015 Q4
2015 Q3
2015 Q2
2015 Q1
2014 Q4
2014 Q3
2014 Q2
2014 Q1
2013 Q4
2013 Q3
2013 Q2

Sales Volume
$883,572,474
$174,463,236
$601,946,746
$592,203,825
$695,621,533
$289,186,684
$1,794,938,659
$1,771,741,674
$422,895,084
$440,189,965
$1,258,172,883
$1,028,055,182
$552,227,628
$482,418,414
$701,822,680
$510,181,647
$522,667,048
$395,490,762
$669,279,347
$760,650,333
$930,596,843

DFW Price/SF
$215.81
$214.54
$213.56
$212.91
$212.13
$212.23
$210.50
$208.24
$204.11
$201.07
$199.43
$194.55
$192.76
$190.67
$186.34
$183.55
$180.38
$177.10
$170.11
$166.72
$162.47
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Absorption & Demand
While absorption slowed in 2016, it rebounded in
2017. However, most of that demand came in the
form of build-to-suits: Absorption in multi-tenant
office buildings in 2017 was less than half of what it
was in 2016. Also, nearly all of the net absorption in
2017 came in upper B and A class assets, signifying
a strong flight-to-quality effect. This is coupled with
the “Aging-out” effect that dated prperties are seeing
as more tenants are focusing on new built spaces
instead of 70’s and 80’s era product.
Regardless, the demand outlook looks bright.
Moody’s Analytics projects that D-FW will generate
some of the strongest office-using employment
growth in the country, and spec projects in highdemand areas like Frisco and Legacy, Las Colinas,
and Uptown should give marquee tenants plenty
of options.

Absorption & Deliveries
Past 7 Quarters

Recent Deliveries
Leased & Un-Leased SF in Deliveries Since 2014

Of the 8+ msf currently under construction,
including single tenant build-to-suits, the availability
rate stands at 25.8%.
When those owner-occupied build-to-suits are
removed, this number jumps to 63.7% availability
for the roughly 3 msf underway. Also, as of Q2 2018,
there is 4 msf of multi-tenant office space available
that either was built since the beginning of 2017 or
is under construction. Therefore, some additional
softness in the market could be expected over the
next few quarters.

Future Deliveries
Preleased & Un-Leased SF in Properties Scheduled to Deliver

8+ msf including build-to-suits

74.2%

Pre-Leased

3 msf excluding build-to-suits

36.3%

Pre-Leased
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Economic

Outlook
According to the Federal Reserve
Bank of Dallas, the Dallas/Fort
Worth metro continued its
strong expansion. Job growth
stands at a 3.5% annualized rate
versus the US average of 1.6%,
with the metroplex already
adding over 60,000 net new jobs.
Unemployment remains near
record lows, pushing the area
closer to peak employment. Wage
growth is steady at 3.2% and home
price increases continue to climb
but have slowed to 6.6% year over
year growth.
Another positive for DFW is that its
employment base is arguably the
most diverse it has ever been. This
is shown in its employment gains,
with every major sector reporting
growth for 2018 year to date.
Employment Growth by Sector

Dallas has 22
Fortune 500
companies located
in the metro, up
from 18 in 2014.
All economic sectors
reported growth in
the last 12 months,
with Professional &
Business Services
(5.2%), and Leisure
and Hospitality
(4.9%) leading the
way.
In the latest
population estimates
provided by the
U.S. Census Bureau,
the DFW area was
ranked as the second
fastest-growing
metropolitan area in
the U.S.
Total nonfarm
employment in
the Dallas-Fort
Worth-Arlington
Metropolitan
Statistical Area stood
at 3,707,500 in May
2018, up 122,000
over the year.
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