


85.7 M
Inventory SF

1.4%
Vacancy Rate

$6.45
Market Rent/SF

887K
12 Mo Net Absorption SF

METRO KNOXVILLE VACANCY RATE LOWEST IN SOUTHEAST REGION

Knoxville's industrial market has performed well in recent years. At 1.4%, the metro's vacancy rate is one of the 

lowest in the Southeast region, as steady demand, coupled with a lack of large-scale speculative supply, has kept 

industrial vacancies at a minimum. Owners are capitalizing on the tight market and are raising rents at a brisk pace. 

Year-over-year rent growth of 7.3% marks an improvement compared to rent gains posted in the quarters following 

the onset of the pandemic.

Low business costs and a strategic location have attracted many national companies to Knoxville. Amazon 

announced in February that they would be coming to East Tennessee, investing at least $200 million into their 

proposed Alcoa fulfillment center and creating an estimated 800 jobs as a result. Since the initial announcement, 

the company purchased the former Knoxville Center Mall site to use as a delivery station and most recently a third 

East Tennessee site in Blount County. In August Smith and Wesson, one of the country’s oldest firearms 

manufacturers, announced that they would be moving their headquarters to Blount County. The company 

anticipates upwards of 750 jobs will be moving from Springfield, Massachusetts to Maryville. However, the industrial 

sector in Knoxville is more centered on manufacturing and local distribution rather than the large-scale regional 

distribution companies that are driving industrial demand in large metros such as Nashville and Atlanta. While 

Knoxville is not a hub for industrial investment, sales volume hardly took a hit after the start of the pandemic. Values 

have appreciated over the past several years, but industrial assets typically trade at a steep discount to comparable 

properties in nearby Nashville.
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LEASING ACTIVITY FROM LOCAL FIRMS NOT ENOUGH TO OFFSET MOVE-OUTS

Knoxville's office market has softened since the onset of the coronavirus pandemic. Leasing activity from 

local and regional firms has not been enough to offset some sizable move-outs lately. While the metro's 

vacancy rate still sits below the metro's historical average, vacancies have trended higher over the past 

several quarters, and trailing 12-month net absorption was negative as of midyear 2021.

Despite weakening fundamentals, rent growth in Knoxville has improved slightly over the past few quarters. 

The local office sector has been helped by a complete lack of new supply in recent years, which has 

allowed landlords to retain some pricing power.

A softening market and growing uncertainty stemming from the pandemic led to a slowdown in transaction 

activity in 2020. However, the metro posted a strong quarter for deal volume in 20Q4 and transaction 

activity returned to more normal levels in the first half of 2021. Office properties in Knoxville come at a 

significant discount to those in Nashville, and average pricing and cap rates are roughly in line with those 

found in nearby Chattanooga.

36.7 M
Inventory SF

4.9%
Vacancy Rate

$18.52
Market Rent/SF

(180 K)
12 Mo Net Absorption SF
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59.8 M
Inventory SF

2.9%
Vacancy Rate

$15.75
Market Rent/SF

(528 K)
12 Mo Net Absorption SF

VACANCY RATES STARTING TO TREND DOWN

Knoxville's retail vacancy rate was trending higher following the onset of the pandemic, but the demolition of 

the vacant Knoxville Center mall in 21Q2 helped push the metro's vacancy rate back down to 2.9%. The mall 

site is being redeveloped into an Amazon delivery center. While there is some supply in the pipeline, most of 

the 280,000 SF underway is preleased, and new supply should not have much of an impact on overall 

market fundamentals over the next few quarters. Knoxville avoided substantial rent losses, and year-over-

year growth of 2.9%, is an improvement compared to a few quarters ago.

Transaction activity has remained steady in Knoxville over the past few quarters, bucking the national trend 

of slowing deal volume in the months following the start of the pandemic. Average pricing of $155/SF is well 

below the national average, and Knoxville retail properties also come at a significant discount to those in 

nearby Nashville.
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APARTMENT MARKET HAS RECOVERED FROM PANDEMIC

Knoxville's apartment market has recovered from the coronavirus pandemic. Thanks to a surge in demand for 

apartments here, the metro's occupancy rate is at an all-time high, and rents are up considerably, with year-over-

year rent growth of 13.8%.

This improvement is even more impressive considering that the metro has had to contend with a sizable supply 

wave in recent quarters. Roughly 1,200 units delivered over the past 12 months, most of which were added in the 

first half of 2021. But thanks to an increase in demand, net absorption outpaced added units and the metro's 

occupancy rate improved. About 1,000 units are under construction in Knoxville, and these assets will put upward 

pressure on the metro's vacancy rate as they come to market over the next several quarters. However, Knoxville's 

vacancy rate is so low, it's unlikely that vacancies will rise near the metro's five-year average in the near term, even 

if demand slows.

National investors are becoming more active here, and more than 90% of total deal volume posted over the past 

year came from out-of-state buyers. Market pricing trends indicate that unit pricing has ticked up over the past year. 

Correspondingly, cap rates continue to compress and are now in the high-5% range.

38,315 
Inventory Units

2.6%
Vacancy Rate

$1,111
Market Rent/Unit

1,041
12 Mo Net Absorption Units
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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 






