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Avera Cos.:   A rendering of Frontier Logistics' build-to-suit expected to come online this year. 
Frontier provides services to the plastics industry. 
 
Roxanna Asgarian 
Reporter- Houston Business Journal 

At year-end 2014, Houston's average industrial vacancy rate was 5 percent, the lowest since the 
second quarter of 2003, according to a report by Los Angeles-based CBRE (NYSE: CBG). 

That could be a good thing for new construction, said Sara Rutledge, CBRE's director of 
research. 

"Vacancy in industrial is quite low relative to history," Rutledge said. "It will take additional 
construction to meet the demand given the limited availability." 

And despite pressure on real estate submarkets focusing on upstream tenants, four major 
Houston-area projects along the gulf are creating tens of thousands of construction jobs and 
many full-time jobs down the road, the report says. 

Major ethylene projects underway, like Dow's $4 billion Freeport, Texas, facility and Chevron's 
$6 billion plant in Baytown, Texas, have boosted employment numbers at a time when energy 
layoffs are making headlines. 

"The employment impact of these projects has been an offset to budget cuts upstream," said Leta 
Wauson, an industrial research analyst at CBRE. "It will effect real estate in the wholesale and  
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distribution sectors, because they are all needed to support the [petrochemical] industry." 

Indeed, 1.2 million square feet of industrial space is under construction as of year-end 2014; 68 
percent is preleased, with La Porte-based Frontier Logistics LP's 600,000-square-foot build-to-
suit and Houston-based Gulf Winds International's 243,000-square-foot facility expected to come 
online this year. 

The thousands of construction jobs created are temporary, of course, and many of these large 
petrochemical projects wrap up in 2017.  Still, Rutledge said, the timing is right. 

"Most of the outlooks for where oil is supposed to be in the next few years say it should be 
trending back up in the second half of '15, and into '16 and '17," Rutledge said. "So the offset is 
temporary, but the timing works out very well for where the market is in this transition." 

Roxanna covers commercial real estate for the Houston Business Journal. 
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