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Industrial Market - Key Trends Snapshot

Industrial Market

Overview: Virginia’s industrial market had a relatively slow second quarter. Absorption was flat
overall, with several key regional markets experiencing negative absorption. Vacancy increased, and
deliveries and construction dipped. Despite these headwinds, average rent levels rose.

Absorption: After surging during the pandemic, the industrial sector saw negative net absorption this
quarter at 60,144 sq ft, down from 2.15 million sq ft the year prior. The drop in absorption levels can
be attributed to a slowdown in demand for logistics space along with higher rates and tighter lending
conditions. The Richmond market had the largest amount of industrial space vacated at 698,652 sq ft
while Lynchburg experienced 424,262 sq ft of positive absorption.

Vacancy Rate: The rise in newly delivered industrial space led to higher vacancy rates in Q2 at 4.2%,
one percentage point higher than a year ago. Distribution/warehouse space saw vacancy rates jump
from 3.4% to 4.5% while rates for manufacturing rose 0.8 percentage points to 4.2% this quarter. The
two metro markets with the lowest vacancy rates were Blacksburg at 1.0% and Charlottesville at
2.5%.

Rent: For industrial space in Virginia, rent cost $8.02 per sq ft in the second quarter, 14.2% higher
than a year ago. Industrial rent grew the most for distribution/warehouse space, which saw a 16.5%
increase in price per sq ft. Roanoke (+16.2%) and Lynchburg (+16.1%) saw rent growth surge during
the second quarter.

Supply + Deliveries: The industrial construction pipeline fell 33.2% in Q2 resulting in 11.5 million sq ft
of industrial space. Most of the new construction came from Hampton Roads with 3.92 million sq ft
and Richmond with 3.83 million sq ft. Deliveries for new industrial space totaled 1.77 million sq ft this
quarter.

Industrial-Supporting Job Sectors  (#Chg Apr-24 to May-24, seasonally adjusted)

o = 1,600
L
8 5 = 500 0
== 500 _ . .
Wholesale Manufacturing Construction Transportation &
Trade Warehousing
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Local Market Indicator Dashboard
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RICHMOND MSA

Local Market Indicator Dashboard
Q2-2024
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LYNCHBURG MSA

Local Market Indicator Dashboard
Q2-2024
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CHARLOTTESVILLE MSA

Local Market Indicator Dashboard
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