


90.3 M
Inventory SF

0.9%
Vacancy Rate

$7.70
Market Rent/SF

1.2M
12 Mo Net Absorption SF

Vacancy Rates at All Time Lows

Knoxville's industrial market has performed well in recent years. At 0.9%, the metro's vacancy rate is near all time-

lows and one of the lowest in the Southeast region, as steady demand, coupled with a lack of large-scale 

speculative supply, has kept industrial vacancies tight. Owners are capitalizing on the tight market and are raising 

rents at a brisk pace. Year-over-year rent growth of 11.4% is near all-time highs, and while there is a likelihood that 

growth begins to slow its pacing, it will likely be gradual in nature, keeping pricing power in the hands of landlords in 

the near term.

Low business costs and a strategic location at the crossroads of I-75, I-40, and I-81 have attracted many national 

companies to Knoxville, such as Amazon and Smith and Wesson. 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 typically a 

magnet for institutional 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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DEMAND CONTINUES TO PICK UP POST PANDEMIC

Demand for office space in Knoxville has started to pick back up over the past two years, but still remains muted overall. In fact, had it not been for the 

removal of nearly 350,000 SF of office space since the beginning of 2020, the market's vacancy rate would likely be drastical ly higher than the current 

rate of 4.2%. Yet, it also speaks to how tight the market was prior to the onset of the pandemic, as it entered 2020 with a sub-4% rate.

A key component of the local office market has been the lack of development in recent years. The last time a calendar year registered at least 100,000 

SF of new supply was in 2017. Since then, an average of about 60,000 SF has opened its doors each year since 2018. That's an incredibly tame 

average, especially when compared with the 550,000 SF average the market observed from 2007 through 2011, amid the last economic downturn. As 

a result, supply-side pressures have been limited at a time when tenants have been reevaluating their footprints.

A rapid economic recovery has coincided with an uptick in office leasing activity though, which has seemed to limit the headline negativity on the 

demand side as of late. For example, from 2015 through 2019, quarterly leasing activity averaged about 240,000 SF. That average dipped to 130,000 

SF in 2020 but has since risen back to about 225,000 SF since the beginning of 2021. Anchoring that uptick has been leases by CGI Federal (32,400 

SF), Lewis Thomason, PC (30,900 SF), SouthEast Bank (14,600 SF), and Geosyntec Consultants (13,250 SF), which have all been signed since 

spring 2022.

A tight vacancy rate coupled with an under-construction pipeline that is nearly fully committed to has kept pricing power in the hands of landlords, but 

only minimally. After all, there is still a rising uncertainty surrounding the future of office-using needs both locally and nationally, coupled with the 

potential for economic turbulence in 2023 according to Oxford Economics.

Within the capital markets, well-leased assets have still been fetching above-average pricing, even amid an uncertain economic future. For example, in 

August 2022, a Louisville-based investment firm acquired the 100,340-SF property at 11400 Parkside Dr. for $24.5 million ($244/SF). The 2007-built 

asset was fully leased at the time of sale, with Viking Partners having initially acquired the property for $15 million ($149/SF) in 2018.

37.4 M
Inventory SF

4.2%
Vacancy Rate

$20.16
Market Rent/SF

150K
12 Mo Net Absorption SF
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59.8
Inventory SF

2.5%
Vacancy Rate

$17.03
Market Rent/SF

435K
12 Mo Net Absorption SF

RETAIL MARKET REMAINS RESILIENT
Knoxville's retail market has been resilient amid the pandemic. That has been evidenced by its vacancy rate, which, at just 2.5%, is below 

the metro's rate entering 2020. Furthermore, despite the back-to-back years of negative absorption that the metro registered in 2020 and 

2021, the bulk of that negativity was offset by the demolition of Knoxville Center in 21Q2, which helped push the overall vacancy rate lower, 

following a temporary spike.

The demolition of the 996,000 SF Knoxville Center serves as a microcosm of the transformation taking place within the retail sector, both 

locally and nationally. The site is now being developed into a 220,000 SF distribution center for Amazon, as the e-commerce giant seeks to 

grow its footprint in the area and increase its customer reach. The overall lack of retail development, coupled with demolitions such as this, 

has essentially kept Knoxville's retail inventory flat since 2016. That has alleviated some of the pressures on occupancies, particularly during 

turbulent times, such as in the early weeks and months of the pandemic as stores closed their doors.

The pipeline in Knoxville remains light. With about 230,000 SF of retail space underway and most of that space already committed to, supply-

side pressures are minimal. That, along with the aforementioned tight vacancy rate, has allowed for rent growth to accelerate and even 

surpass pre-pandemic annual averages.

Retail investors have been keen on the market's performance as well, and while transactional activity has cooled off year over year, pricing 

has risen over that same period. Among recent deals, the sale of a fully leased Food City location in Maynardville was emblematic of recent 

pricing trends. The 2008-built, 46,300-SF center sold in July for $7 million ($160/SF). It was reported that the buyer was seeking a high-

performing supermarket to fit into their portfolio, while the seller was looking to capitalize on high demand for net-leased grocery product.
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TIGHT VACANCY RATES
Knoxville's apartment market boasts a tight vacancy rate as of early 2023. However, the market's performance has been 

shifting lately, as some of the record-setting figures from 2021 have begun to subside. Namely, demand for apartments 

has regressed to pre-pandemic levels. All the while, supply additions have been ramping up.

Developers have been keen on bringing additional communities to the area and Knoxville's under-construction pipeline is 

back near all-time highs. Driven by the presence of a younger renter cohort, as the area is home to the University of 

Tennessee and its enrollment of 32,000 students, roughly, 2,300 units are underway and expected to open their doors 

over the next two years. That is likely to bring about additional supply-side pressures, which will result in further vacancy 

expansion over that period.

Recent vacancy expansion, albeit minimal, has already begun to remove some of the sky-high pricing power that 

property managers have maintained over the past three years. In fact, asking rents have grown by more than 30% since 

the beginning of 2020. Yet, with demand cooling and supply additions ramping up, rents fell in the second half of 2022. 

Thus, the years of double-digit rent growth are likely in the past.

Multifamily investors have taken notice of Knoxville as well. Although transactional activity has slowed in recent months 

amid an ever-changing lending environment, that has followed one of the most active five-year stretches of multifamily 

investment in the market's history.

40,156 
Inventory Units

3.7%
Vacancy Rate

$1,266
Market Rent/Unit

2,343
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.

$204+
Million in Total Volume 

(2022)

#1
East Tennessee’s Largest 

Commercial Real Estate Firm

3.6 M+
Square Feet of 

Property Managed

23
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 
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