


88.5 M
Inventory SF

1.1%
Vacancy Rate

$6.98
Market Rent/SF

2.1 M
12 Mo Net Absorption SF

METRO KNOXVILLE VACANCY RATE LOWEST IN SOUTHEAST REGION

Knoxville's industrial market has performed well in recent years. At 1.1%, 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 11.5% 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 2021 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 discount to comparable 

properties in nearby Nashville.



Submarket Overview



VACANCY RATES SITS BELOW HISTORICAL AVERAGE

Knoxville's office market has held up well since the onset of the coronavirus pandemic. However, while the metro's vacancy rate 

still sits below its historical average, it has generally trended higher in recent quarters. Despite muted demand, rent growth in 

Knoxville has improved 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.

Most office leases in Knoxville involve locally based firms taking smaller spaces. The average lease signed since the start of 2020 

is roughly 3,500 SF. In one of the larger deals in the metro since the onset of the pandemic, Radio Systems Corporation leased 

33,000 SF at 2410 Cherahala Blvd. in July 2021. However, this deal is an exception, as only about a dozen new leases have been 

signed in Knoxville in excess of 10,000 SF since the start of 2020.

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. Virtually all of the recent office sales in Knoxville have involved smaller assets 

changing hands between local investment firms or individuals. However, a larger deal closed in March 2021, when the FBI 

building at Dowell Springs sold along with two other government-leased assets in Louisville. The portfolio traded for $41.25 

million, and the three buildings involved totaled about 177,000 SF. Easterly Government Properties, a Washington-based public 

REIT, acquired the portfolio from Florida-based Consilium Investment Management.

37.1 M
Inventory SF

4.3%
Vacancy Rate

$18.96
Market Rent/SF

418K
12 Mo Net Absorption SF
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60.1 M
Inventory SF

2.9%
Vacancy Rate

$16.22
Market Rent/SF

(294 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 290,000 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 rent losses, and year-

over-year growth of 4.7% is an improvement compared to a few quarters ago.

A handful of leases larger than 20,000 SF have been signed over the past several quarters. Knoxville's western suburbs garner an

outsized portion of interest from developers and retailers. These submarkets house a prominent suburban office node and are 

home to some of the metro's more affluent residents. In the Pellissippi/Lovell Submarket, AutoZone leased 35,000 SF at the Market 

Place Shopping Center and Painted Tree Boutiques signed for 53,000 SF at Kingston Overlook, with both deals signed in 21Q1.

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 $157/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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PANDEMIC?  WHAT PANDEMIC?
It’s almost as if the Coronavirus Pandemic never existed.  Knoxville's apartment market is in complete recovery and 

thanks to the ongoing surge in demand for housing, the metro’s vacancy rate has fallen to 3.1%, nearing an all-time 

low.  Operators of multifamily housing across all asset classes have capitalized on demand and rents in the 

Knoxville MSA are rising at a brisk pace.  Year over year rent growth has exceeded 20% and many landlords are 

still pushing the limits. 

While rent growth on its own is quite impressive, the fact that the market has seen roughly an additional 1,400 units 

in the past 12 months and rents are continuing to grow defies Economics 101.  Thanks to the ongoing demand in 

our market, it is predicted that this trend will continue, and our market will sustain historically low vacancy rates.

National investors are becoming more and more active here evidenced by the fact that most of the total deal volume 

posted over the last year came from out-of-state buyers. Market pricing trends indicate that values have increased 

and correspondingly, cap rates continue to compress and are now in the low-5% range with many assets trading 

based upon proforma numbers.

39,336 
Inventory Units

3.1%
Vacancy Rate

$1,175
Market Rent/Unit

1,533
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.

$217+
Million in Total Volume 

(2021)

#1
East Tennessee’s Largest 

Commercial Real Estate Firm

3.6 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 






