


85.7 M
Inventory SF

1.3%
Vacancy Rate

$6.25
Market Rent/SF

(344 K)
12 Mo Net Absorption SF

INDUSTRIAL MARKET REMAINS TIGHT

Knoxville's industrial market has performed well over the past year. The market remains tight and 

rents continue to grow at an above-average pace. Leasing activity has slowed. The metro's 

slower job and population growth figures continue to limit demand prospects here, and with metro 

not functioning as a regional distribution hub, much of the industrial space is still geared toward 

local consumption. Most of the larger deliveries tend to be build-to-suit facilities for established 

tenants and this has helped keep new supply in line with demand. While there is currently 

340,000 SF of speculative space under construction across the metro, the pipeline represents 

less than a 1% increase to the metro's total inventory.

Sales volume set an annual record in 2020, but the investment climate has once again cooled 

through the first half of 2021. Additionally, cap rates continue to sit in the mid-7% range.
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OFFICE MARKET CONTINUES TO SHOW SIGNS OF SOFTENING

Knoxville's office market continues to show signs of softening amid the coronavirus pandemic. Leasing activity from local 

and regional firms has not been enough to counter some of the larger move-outs that have occurred here recently. While 

the metro's vacancy rate still sits below the metro's historical average, net absorption in 2020 fell to its lowest point in more 

than 10 years, with losses larger than what was experienced during the Great Recession.

Pricing power hasn't been affected by the slowdown in demand. In fact, office rents have increased at an above-average 

rate over the past 12 months. A slowdown in construction has helped keep new supply in line with demand, limiting 

additional supply-side pressures on the market. The market hasn't experienced any major deliveries since 2019.

While investment activity was on the rise in the late 2010s, a softening market and growing uncertainty stemming from the 

pandemic worked to suppress sales volume in 2020. In fact, annual sales volume fell to one of the lowest levels since 

2010. Market pricing trends indicate that square-foot pricing remained largely unchanged over the past year. Additionally, 

cap rates are ticking back up, with the figure sitting in the high-8% range.

One Riverwalk, a $160 million project that added 300 multifamily units, retail space, and a 170,000-SF renovated office 

tower, is one of Knoxville's newest developments that is helping reshape downtown's commercial footprint and extending it 

south of the river. The city successfully retained a major national player, Regal Entertainment Group, in a 

heavily incentivize deal that relocated Regal's headquarters to a renovated office tower in late 2017.

37 M
Inventory SF

5.6%
Vacancy Rate

$28.28
Market Rent/SF

(168 K)
12 Mo Net Absorption SF
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59.7 M
Inventory SF

3.2%
Vacancy Rate

$15.53
Market Rent/SF

(1,000 K)
12 Mo Net Absorption SF

RETAIL FUNDAMENTALS ARE SOFTENING

Knoxville's retail fundamentals are softening, as the coronavirus pandemic places downward pressures on economic 

and population growth across the metro. Retail vacancies have increased recently. Many smaller retailers and 

restaurants have closed up shop, pushing net absorption to its lowest level in years. Additionally, rent growth has 

steadily decelerated in recent quarters, as well. In fact, owners have increased rents by only about 1.9% over the past 

12 months. While this is still better than the rent losses being seen across much of the country, retail rents are rising at 

a below-average pace in Knoxville.

Developers have been slow to add space in recent years and no year has seen supply increase by more than 1%. 

Even so, investors remained interested in Knoxville's retail market prior to the pandemic, thanks to years of improving 

job and population growth figures. However, softening market conditions and broader uncertainty surrounding the 

future of retail helped push sales volume to a multi-year low in 2020. Market pricing trends indicate that square-

foot pricing has increased by nearly 5% over the past year. Cap rates have started to tick back up and are sitting in the 

mid-7% range.
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VACANCIES CONTINUES TO IMPROVE
Despite disruptions stemming from the Coronavirus pandemic, Knoxville's multifamily market continues to flourish. The influx of new residents to our 

market has resulted in unprecedented demand.  This, coupled with a slowdown in deliveries due to materials delays, have pushed the 

metro's occupancy rate to an all-time high. This creates a perfect storm of sorts, allowing property managers to take advantage of this climate 

by raising rents at a fast pace and doing away with any incentives previously offered. In fact, rents are up significantly since the beginning of 

2021, translating to year-over-year growth of 10.6%, marking the strongest annual rent increase in Knoxville in more than a decade.

While market fundamentals are on solid ground right now, more supply is on the way. Roughly 640 units are under construction and set to 

deliver over the next few quarters. This represents less than a 5% increase in supply and the steady increase in our MSA population may 

quickly absorb these new units.  While the pandemic may still rear its ugly head, our prediction is that more units in the prime growth areas of 

Knoxville will be needed.

Although sales volume turned in a strong performance in 2020, much of the volume was tied to a single deal that closed near the end of the 

year. Prior to the pandemic, out of town investors were becoming more active in the East Tennessee market. Now that the concern over 

Covid seems to have settled a bit, we are continuing to see investment money from the West Coast and Northeast flood our market. Market 

pricing trends indicate that unit pricing ticked up in 2020. Cap rates continue to compress and are sitting in the low- 5 to 6% range as demand 

for investment property remains strong.

It is our expectation that the Knoxville multifamily market will continue to grow and prosper for many years to come.

37,945 
Inventory Units

3.8%
Vacancy Rate

$1,052
Market Rent/Unit

1,607
12 Mo Net Absorption Units



Submarket Overview



NAI Koella | RM Moore has been shaping the East Tennessee commercial real 
estate landscape for over 40 years by providing expert, innovative business 
solutions to the community.  

• NAI Koella | RM Moore is a full-service commercial real estate firm offering 
brokerage, development, advisory, and property management services.

• Our breadth of offerings and solid foundation in the community allows us to 
better understand and assist our clients in realizing their business 
objectives.

• At NAI Koella | RM Moore we are driven to create superior relationships and 
deliver exceptional results, and it is our people and their experience that 
make this possible. 

• Each assignment and collaboration is different, but the keys to success are 
always the same - commitment and loyalty to our clients, solution-oriented 

thinking, and integrity in everything we do.

$121+
Million in Total Volume 

(2020)

#1
East Tennessee’s Largest 

Commercial Real Estate Firm

2.8 M+
Square Feet of 

Property Managed

21
Brokers



K 246,227
2.9% 

413, 470  
3.2% 

US Average… 100

Knox Metropolitan Area… 86.4

Source: KNOX COUNTY METROPOLITAN PLANNING 
COMMISSION Facts & Figures 2019 






