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Industrial Report

Vacancy rates rose 1/10th of 1% in the third quarter, while
net absorption was significantly lower and rental rates
also dropped. However, this may simply be a transaction
reporting issue. From the ground level, it actually feels like
there has been a tightening of space. In fact, there is less
space available in the 20,000 SF to 50,000 SF range. To
put it in perspective, there has been almost no new construction
since around 2009, and the total inventory of space has not
changed significantly in the last four years.

Flex vacancies are reported as slightly lower, with warehouse
vacancies slightly higher; but that is not surprising as there are
more small companies than large ones, so it can be anticipated
that the flex space will be absorbed more quickly.

In the wake of Volkswagen’s announcement to manufacture a new
SUV in Chattanooga, we continue to see increases in automotive
activity, particularly in distribution and parts manufacturing to
provide support. GM, has announced it is moving Cadillac SRX
production from Mexico back to Tennessee, and Knoxville is well
positioned for growth in that industry. We anticipate ongoing
announcements in these areas as well as some re-shoring from
China, which is also exciting for this market.

In other announcements this quarter, Fulton Bellows is undergoing
a $3 million expansion, and Koide Tennessee announced in
August that it was expanding operations with a new 76,000 SF
facility - a $10 million investment that will add 32 jobs. In the
shorter term, we anticipate some spec construction coming on
board in the next two quarters.

Looking to the future, a group of UT engineering students has
partnered with Local Motors, Cincinnati Inc. and ORAU students
to build a 3D printed automobile - the first one ever made. That
project could have a far-reaching impact here and change the face
of manufacturing in a major way.
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Market Overview:
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Anderson County 224 7,883,763 1,349,030 1,349,030 17.1% 63,760 0 0 $3.90
Bearden/Papermill/W Town 267 5,542,328 312,087 312,087 5.6% (86,179) 0 0 $5.09
Blount County 393 14,104,409 137,254 137,254 1.0% 78,932 0 0 $4.72
Campbell Station/Farragut 7 78,507 5,000 5,000 6.4% 2,500 0 0 $7.47
Cedar Bluff/Walker Spgs 29 401,418 73,847 73,847 18.4% (87,210) 0 0 $5.34
Downtown 73 2,412,617 372,528 372,528  15.4% 59,500 0 0 $2.77
East 80 1,357,307 392,937 392,937 28.9% 8,577) 0 0 $3.09
Loudon County 132 5,308,833 1,009,715 1,009,715 19.0% (5636,274) 0 0 $3.06
North/Broadway 817 18,085,827 1,840,929 1,892,345  10.5% 211,044 0 0 $2.96
North/Emory Road 99 1,778,156 78,700 78,700 4.4% (5,000) 0 0 $5.49
Pellissippi/Lovell 367 7,865,120 130,426 130,426 1.7% 13,117 0 0 $5.94
South 249 8,029,065 318,234 318,234 4.0% 126,614 0 0 $3.41
Union County 31 445,056 0 0 0.0% 22,300 0 0 $2.61
Totals 2,768 73,287,406 6,020,687 6,072,103 8.3% (95,473) 0 0 $3.61
Source: CoStar Property®

Significant Transactions:
Buyer/Tenant Address Size Area
Undisclosed 401 Hamblen Ave. 25,600 SF Morristown
Undisclosed 5714 Hwy 411 South 37,830 SF Blount County

East Tennessee Metals LLC 3628 E. Gov. John Sevier Hwy 36,000 SF East Knoxville



