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Executive Summary

Austin isn't just growing - it's transforming. The city that once prided itself on its
laid-back, "Keep Austin Weird" ethos has evolved into one of America's most
dynamic commercial real estate markets. Despite nationwide headwinds in the
commercial sector, Austin continues outperforming most metropolitan areas,
cementing its status as a premier investment destination for both domestic and
international capital.

What sets Austin apart isn't merely its headline growth statistics - though those
remain impressive - but the qualitative transformation occurring across the
market. The migration of major technology firms, the influx of high-income
professionals, and the expansion into once-overlooked suburban areas have
fundamentally reshaped the region's commercial landscape.

This report cuts through the market noise to provide actionable insights on
current conditions, emerging opportunities, and strategic considerations for
investors - with special attention to the unique advantages Austin offers
international capital, particularly from South Korea.

Economic Fundamentals Driving Growth

Strong Population and Economic Growth

Austin isn't just growing - it's booming. The city has become a magnet for talent
and business, consistently ranking among America's fastest-growing metros.
What's particularly striking isn't just the number of people moving here, but who
these newcomers are. Recent transplants to the Austin-Round Rock-San Marcos
area arrive with significantly higher incomes than long-time residents - often 30-



50% higher than the local median. These affluent migrants, many fleeing sky-high
costs in California, New York, and other coastal markets, bring substantial buying
power that's reshaping both residential and commercial real estate landscapes.

Look around and you'll see the transformation everywhere. From Tesla's massive
Gigafactory to Google's downtown expansion to Oracle's new corporate
headquarters - heavyweight companies have voted with their feet, choosing
Austin over traditional coastal hubs. This isn't just happenstance. Austin's unique
blend of cultural vibrancy, business-friendly policies, and quality of life has created
a self-reinforcing growth cycle that shows no signs of slowing.

Employment and Income Dynamics

The numbers tell a compelling story. Austin's unemployment sits at just 3.5% -
comfortably below both Texas and national averages - creating a tight labor
market that continues attracting highly compensated talent. Many newcomers
arrive with remote work arrangements and six-figure salaries from coastal
employers, while still enjoying Austin's relatively lower cost of living.

In 2024 alone, the Austin area welcomed more than 50,000 new residents. Most
striking is the wealth they're bringing - recent transplants have average household
incomes exceeding $128,000, significantly higher than the metro's overall median.
This concentration of high-earning professionals translates directly into premium
housing demand and elevated expectations for office, retail, and lifestyle amenities
throughout the region.

Current Market Conditions

Office Market: Finding Its Footing

Let's not sugarcoat it - Austin's office market has faced challenges. The overall
vacancy rate hit 23.6% in Q1 2025, reflecting both pandemic-era work shifts and
substantial new deliveries. But look closer, and you'll find a market that's
stabilizing and increasingly bifurcated:

« Leasing activity is picking up steam, with 1.3 million square feet of office
space leased at the start of 2025

o Tech firms like BigCommerce and NinjaOne are actively expanding,
accounting for significant new leases



» Absorption has finally turned positive after a prolonged slump - the first
quarterly gain since 2022

« The market has split into distinct tiers: trophy Class A buildings continue
performing well while older, commodity office space struggles

This "flight to quality" shows no signs of abating. The newest buildings with
premium amenities like The Republic downtown and developments in the Domain
area command lease rates that would have seemed unthinkable just a few years
ago, with some transactions exceeding $55 per square foot. Meanwhile, landlords
of older buildings are getting creative - converting to residential, medical uses, or
offering substantial concession packages.

Overall office rents have increased to $45.07 per square foot, up 10.2% year-over-
year, though this figure masks the extreme variation between property classes.
This rental growth amid elevated vacancy rates speaks to the market's
fundamental strength and investor confidence in Austin's long-term prospects.

Industrial Market: The Undisputed Champion

If office has been Austin's problem child, industrial has been its star performer.
The sector has registered an astonishing 23 consecutive quarters of positive
absorption, extending one of the longest winning streaks in the nation:

e 1.6 million square feet absorbed in Q1 2025 alone

e Rental rates inched up another 0.7% quarter-over-quarter to $14.63 per
square foot

« While the 12.6% vacancy rate might raise eyebrows elsewhere, it's
manageable considering the unprecedented 3.6 million square feet
delivered in Q1

o Nearly 15 million square feet remains under construction - roughly 10% of
the existing inventory

The industrial boom extends well beyond Austin proper. Georgetown, Round Rock,
Hutto, and especially Taylor have seen explosive industrial growth, driven by
manufacturing, distribution, and data center requirements. Samsung's massive
semiconductor campus in Taylor has spawned an entirely new industrial
ecosystem, with suppliers and service providers scrambling to secure nearby
locations.



One particularly notable trend is the growing demand for shallow bay industrial
properties offering flexibility, strategic locations, and distinctive architecture.
These facilities - often between 25,000-100,000 square feet with clear heights of
16-24 feet - serve multiple tenants across shorter lease terms, allowing landlords
to capture market upswings while diversifying tenant risk.

Retail Market: Experiential Renaissance

Austin's retail landscape continues evolving rapidly, responding to changing
consumer preferences and the influx of affluent newcomers:

« Traditional commercial districts showing strong recovery from pandemic-
era disruptions

o Experiential retail leading the charge, particularly food and beverage
concepts and entertainment venues

e Neighborhood centers anchored by grocery and service tenants performing
exceptionally well

o Mixed-use developments commanding premium rents by creating self-
contained environments

The suburbs haven't been left behind. Georgetown's historic square, Round Rock's
downtown revitalization, and Cedar Park's emerging retail corridors demonstrate
how previously bedroom communities are developing distinct retail identities.
Meanwhile, newer communities like the Mueller district showcase how thoughtful
planning can create retail environments that feel simultaneously urban and
accessible.

Multifamily Market: Stabilizing After the Surge

Austin's apartment market has cooled somewhat after the post-pandemic frenzy,
but fundamentals remain strong:

o Occupancy rates stabilizing around 94%, a healthy figure given the
substantial new supply

e Rental growth moderating to more sustainable levels after two years of
exceptional gains

e Submarkets near major employment centers outperforming the broader
market

« Growing interest in build-to-rent communities offering single-family living
with rental flexibility



The slower pace of rent growth reflects both increased supply and the surge in
single-family home construction. Yet underlying demand remains robust, driven by
Austin's continued population growth and the relative affordability of renting
versus buying in many neighborhoods.

Investment Trends and Opportunities

Emerging Submarkets and Development Frontiers

While downtown Austin and established areas continue commanding premium
prices, the real opportunities might be in the rapidly developing suburbs and
satellite cities:

e Georgetown: Once a sleepy small town, Georgetown has transformed into
one of the region's hottest markets. Its historic downtown square
surrounded by Victorian architecture provides unique character, while
massive master-planned communities like Wolf Ranch and Sun City cater to
different demographics. With a relatively low vacancy rate of 5.9%,
Georgetown commercial properties are performing exceptionally well as
retail and services rush to meet residential demand.

« Round Rock: No longer just "north of Austin," Round Rock has established its
own identity with both major employers (Dell Technologies) and cultural
draws (Round Rock Express baseball). Recent mixed-use developments like
The District are reshaping expectations for suburban living, while the city's
aggressive economic development efforts continue attracting commercial
investment.

o Cedar Park/Leander: The northwest corridor has exploded with growth,
transitioning from bedroom communities to self-sufficient cities. Cedar
Park's retail scene has matured dramatically with developments like 1890
Ranch and The Parke, while Leander's transit-oriented development around
its MetroRail station shows how suburban areas can embrace urban
planning principles. Both cities have abundant land for commercial
development while maintaining proximity to Austin proper.

o East Austin: The transformation continues east of I-35, where former
industrial areas have become Austin's creative heart. Opportunity still exists
as development pushes further east, with adaptive reuse projects breathing
new life into overlooked properties.

e Hutto and Taylor: Once considered too far from Austin to be viable
commercial plays, these northeastern communities have erupted with



opportunity. Hutto's managed growth has created a charming small-town
atmosphere that's attracting boutique retail and local businesses. Taylor,
meanwhile, has landed the game-changing Samsung semiconductor facility
- a $17 billion investment that's spawned a flood of ancillary development
opportunities. The University of Texas's new Taylor campus, adjacent to
Samsung, will further accelerate commercial development in this once-
overlooked area.

Mueller: This master-planned community on the former airport site
demonstrates how thoughtful urban planning can create premium value.
Nearly fully developed now, Mueller commands some of Austin's highest
commercial rents outside downtown.

Development Opportunities in a Growth Market

Austin's continuing population surge has created unprecedented development
opportunities across the commercial real estate spectrum. For investors and
developers seeking growth, few American markets offer Austin's combination of
strong fundamentals and diverse opportunities:

Retail Development Renaissance

The pandemic-era predictions about the "death of retail" couldn't have been more
wrong in Austin. Instead, we're witnessing a retail renaissance tailored to the
preferences of the region's affluent newcomers:

Mixed-use complexes: Projects blending upscale retail with residential and
office components command premium rents and create built-in customer
bases. The Domain's continued success has inspired similar developments
throughout the region.

Experiential retail centers: Austinites crave unique experiences, creating
opportunities for retail centers focused on dining, entertainment, and
specialty shopping. Successful examples include the redevelopment of
Saltillo in East Austin and Music Lane on South Congress.
Grocery-anchored neighborhood centers: As residential areas expand
rapidly into once-rural areas like Hutto and Manor, grocers are racing to
establish presence, creating prime opportunities for neighborhood retail
centers.

Industrial Development Boom



Industrial development has never been hotter, with multiple drivers fueling
demand:

o E-commerce fulfillment: Austin's central Texas location makes it ideal for
regional distribution, with last-mile facilities particularly sought after.

e Manufacturing resurgence: Following Samsung's massive investment in
Taylor, other manufacturers are eyeing the region, creating demand for
specialized industrial spaces.

« Flex/R&D spaces: Austin's technology ecosystem requires specialized
facilities blending office, laboratory, and light manufacturing capabilities.

Creative Office Development

Despite elevated vacancy rates, specific office development niches show
remarkable strength:

o Trophy Class A: New buildings with premium amenities, outdoor spaces, and
ESG credentials continue leasing successfully even in a challenging market.

o Adaptive reuse: Converting underutilized buildings (former retail,
warehouses) into creative office space has proven especially successful in
East Austin and South Congress.

o Medical office: Healthcare-related office development remains robust,
particularly in high-growth suburban areas with favorable demographics.

Build-to-Suit Opportunities

Austin's status as a relocation destination for major corporations creates ongoing
opportunities for build-to-suit development. Companies moving from higher-cost
markets often prefer custom facilities aligned with their corporate culture and
operational needs, creating premium development opportunities for well-
capitalized partners who can execute complex projects.

The Austin Advantage for South Korean Investors

South Korean investors have become sophisticated players in U.S. commercial real
estate, emerging as the second-largest source of foreign investment after Canada.
While recent market shifts have prompted some reevaluation of office
investments, Austin offers unique advantages that align perfectly with Korean
investment priorities.



Why Austin Makes Strategic Sense

For Korean investors looking beyond traditional gateway markets, Austin delivers a
compelling package:

1.

Economic Durability: While no market is recession-proof, Austin's diversified
economy has demonstrated remarkable resilience through multiple
economic cycles. The city's mix of government, education, technology, and
healthcare creates stability that purely private-sector markets can't match.
Population-Driven Growth: Austin's continued population expansion -
particularly among high-income professionals - creates organic demand
growth that doesn't rely on speculative development or financial
engineering.

Korean Business Synergies: Samsung's massive semiconductor presence in
Austin and Taylor provides natural intelligence advantages for Korean
investors. Understanding the company's growth trajectory and supplier
relationships offers insider perspective on neighborhood-level opportunities
that other foreign investors might miss.

Cultural Comfort: Austin's growing Korean community, international
outlook, and welcoming business environment create comfort for Korean
investors who might find other markets more challenging to navigate.
University Connections: The University of Texas's new Taylor campus,
developed specifically to support semiconductor research and workforce
development, deepens the region's ties to Korea's technological strengths.
Relative Value: Compared to coastal markets and global gateway cities,
Austin still offers value propositions that have largely disappeared
elsewhere. Cap rates remain comparatively attractive despite Austin's strong
growth outlook.

Particular Opportunities for Korean Capital

Several Austin submarkets and sectors align especially well with Korean
investment patterns:

Build-to-core industrial: Korean investors have shown particular interest in
newly developed, fully-leased industrial properties. Austin's northeastern
corridor (Georgetown, Hutto, Taylor) offers abundant opportunities for
ground-up development that can be stabilized and held long-term.
Trophy suburban office: While downtown remains competitive, suburban
office campuses in Round Rock, Cedar Park, and South Austin offer better



yields with comparable quality. Korean investors' long-term holding periods
match well with these assets.

o Mixed-use developments: Korean firms have demonstrated sophistication
with complex mixed-use developments. Austin's rapidly growing satellite
communities need precisely these projects to create walkable town centers
and community hubs.

The recent Sister City Agreement between Williamson County and Yongin City
represents just one example of the strengthening ties between Central Texas and
South Korea. This relationship creates natural pathways for increased commercial
real estate investment as Korean investors leverage their cultural understanding
and business connections to identify opportunities that others might overlook.

Market Outlook and Forecast

The Austin commercial real estate market faces headwinds common to all U.S.
cities - elevated interest rates, construction cost inflation, and economic
uncertainty. Yet Austin's fundamental strengths position it to weather these
challenges better than most markets.

Looking ahead to late 2025 and beyond, several trends will shape Austin's
commercial landscape:

1. The Great Retail Reshuffling: Austin's affluent demographic profile and
experience-seeking population will continue driving retail evolution. Expect
more chef-driven restaurants, boutique fitness concepts, and retailers that
blend online and physical presence. Areas like Mueller, The Domain, and the
Hill Country Galleria will continue attracting premium retail tenants, while
emerging districts in Hutto, Taylor, and Liberty Hill develop their own retail
identities.

2. Industrial Dominance Continues: The industrial sector shows no signs of
relinquishing its crown. Samsung's continued expansion and the broader
manufacturing renaissance will drive demand for specialized industrial
spaces. Data centers will become an increasingly important component of
the industrial landscape, capitalizing on Austin's relative affordability
compared to established data center markets.

3. Office Adaptation: The office market will continue its uneven recovery, with
class stratification becoming more pronounced. Trophy buildings will
maintain premium rents while older assets will require significant capital



investment or conversion to alternative uses. Suburban office campuses
with abundant amenities will outperform as companies seek environments
that entice workers back from remote arrangements.

4. Multifamily Resilience: While the white-hot rent growth of 2021-2023 won't
return, multifamily fundamentals remain solid. The affordability gap
between renting and owning will sustain rental demand even as new supply
comes online. The emerging build-to-rent sector will continue expanding,
particularly in rapidly growing areas like Leander, Liberty Hill, and Hutto.

5. Mixed-Use Momentum: Developments that create self-contained live-work-
play environments will command premium valuations. Projects that
successfully integrate residential, retail, office, and hospitality components
while offering authentic placemaking will outperform single-use
developments.

Austin is projected to remain among the top U.S. real estate markets for growth in
2025, with Realtor.com forecasting a 14.5% increase in home sales year-over-year.
This residential strength provides the foundation for commercial growth as retail,
service, and office demand follow population expansion.

Conclusion: Why Austin, Why Now

Despite some sector-specific challenges, Austin's commercial real estate market
offers compelling opportunities for investors with the right strategy and
perspective. The region's robust population growth - particularly among high-
earning professionals - creates a solid foundation for sustainable real estate
demand across all sectors.

For South Korean investors specifically, Austin represents a unique combination of
economic stability, growth potential, and cultural connections that's difficult to find
elsewhere in the United States. The existing Korean business presence, highlighted
by Samsung's massive semiconductor operations, creates natural synergies for
real estate investment and insider knowledge advantages.

Austin's transformation from a quirky college town to a major technology and
innovation center is far from complete. The next phase of growth - extending into
once-peripheral communities like Georgetown, Hutto, Taylor, Leander, and Liberty
Hill - offers particularly attractive opportunities for investors who can identify
emerging submarkets before they reach full maturity.



The investors who will profit most in the coming years aren't those making lazy
bets on the broader Austin market, but those who develop nuanced strategies
targeting specific neighborhoods, property types, and demographic trends. Those
with the patience, capital resources, and market knowledge to execute these
strategies stand to reap significant rewards as Austin continues its remarkable
journey from regional center to world-class metropolis.

This market analysis was prepared by Sella Development Partners LLC, Market
Insights Team, May 2025. Data sources include Austin Board of Realtors, CBRE, JLL,
Newmark, Cushman & Wakefield, CommercialEdge, and the Texas Real Estate
Research Center. This report is for informational purposes only and should not be
considered investment advice. Readers should consult with qualified professionals
before making investment decisions.



