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Industrial Market - Key Trends Snapshot

Industrial Market

Overview: Virginia’s industrial real estate market continues to be a bright spot compared to other

sectors, but the pace of growth has cooled. Net absorption was positive but was the lowest it has

been in three years. Rent growth was robust this quarter but has softened for several quarters in a

row compared to the prior year. Industrial-supporting jobs remain one of the fastest growing sectors % cng
in the state, which will continue to keep vacancy levels tight.

Absorption: Industrial absorption remained positive but slowed down this quarter after experiencing Sm[,i,',»j:i
a high level of activity for much of the past year. There was about 708,000 sq ft of net absorbed

industrial space in Virginia during Q3 2023, dropping significantly from the 5.63 million sq ft absorbed pct

in Q3 2022. Manufacturing space accounted for most of the state’s absorption activity at about point
343,000 sq ft. Richmond led the way in positive net absorption this quarter with nearly 374,000 sq ft
of industrial space absorbed. S per
sq. ft
Vacancy Rate: Vacancy rates for Virginia’s industrial market reached 3.3% in the third quarter, a slight
increase from 3.1% last year. Despite the small gain, vacancy rates remain well below pre-pandemic ,Snff,",ﬁ
levels in the state. Distribution/warehouse vacancy rates climbed to 3.4% while manufacturing
dropped to 3.6% this quarter. The Blacksburg MSA market had an industrial vacancy rate of just 1.1%,
the lowest in the state. The highest vacancy rate continues to be in the Lynchburg MSA (6.8%). i‘iﬁ
Rent: Full-service rent continues to escalate for industrial spaces throughout the state, but the pace
continues to soften. For industrial buildings in Virginia the overall rent per square foot grew to $7.03
this quarter, 13.6% higher than the previous year. Rent for distribution/warehouse spaces jumped
16.4% in Q3 2023. Industrial rents in Hampton Roads jumped 23.5% from the third quarter last year,
while rents dipped 3.9% in the Winchester market.
% chg
Supply + Deliveries: The construction pipeline for industrial buildings reached 14.6 million sq ft in Q3
2023, most of which was distribution/warehouse space at 7.86 million sq ft. There was 2.82 million sq
ft of new industrial space delivered in the state, down 47.3% from the year prior. % chg
Industrial-Supporting Job Sectors  (%Chg Jul-23 to Aug-23, seasonally adjusted)
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Source: CoStar (data accessed October 5, 2023), U.S. Bureau of Labor Statistics, Bureau of Economic Analysis, Virginia REALTORS®
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Industrial Market - Vacancy Trends
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Local Market Indicator Dashboard
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ROANOKE MSA

Local Market Indicator Dashboard
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LYNCHBURG MSA

Local Market Indicator Dashboard
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