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Industrial Market - Key Trends Snapshot

Industrial Market

Overview: The industrial real estate market in Virginia cooled at the start of 2025. Net absorption
was well below last year’s Q1 level, and vacancy rates rose sharply. Rent levels declined in most
regional markets, and the construction pipeline slowed.

Absorption: The deceleration in the industrial market continued into the start of the new year,
with 192,630 sq ft of absorption, down 94.4% from a year earlier. In the first quarter,
distribution/warehouse and (452,995 sq ft) and manufacturing (197,172) experienced negative
absorption. Two of the state’s biggest markets, Northern Virginia and Richmond, had the highest
absorption levels this quarter.

Vacancy: Vacancy rates climbed across the state, going from 4.0% last year to 5.0% in Q1 2025.
The last time Virginia saw industrial rates in the 5% range was in the first quarter of 2018.
Demand for distribution/warehouse space slowed this quarter with rates going up 1.5 percentage
points to 5.9% statewide. Winchester had the highest vacancy rate in Q1 at 5.9% while
Charlottesville had the lowest vacancy rate at 0.7%.

Rent: For the first time since the pandemic, industrial rent growth was negative as more space hit
the market and vacancies are up. The average effective rent per sf went from $8.12 to $7.97 in Q1
2025, decreasing 1.8% from the year prior. The distribution/warehouse sector saw rent dip 3.3%
from last year as the price for manufacturing space jumped up 11.4%. Winchester and
Charlottesville experienced the sharpest increase in rental prices this quarter.

Supply+Deliveries: After rising at the end of 2024, construction levels fell 6.7% at the beginning of
2025. Despite the slowdown, both distribution/warehouse and manufacturing saw more new
construction in Q1 2025 compared to last year.
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Industrial Market - MSA Trends
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Local Market Indicator Dashboard

Total Inventory (sq. ft, millions)

Vacancy Rate (%)

Net Absorption (sq. ft)

Avg Full Service Rent ($ / sq. ft)

Deliveries (sq. ft)

Under Construction (sq. ft)

Q1-2025

38.7

3.4%

100,826

$5.20

YoY Chg

0.3%

sq. ft

264,902

-$0.47

0

Under Construction & Net Deliveries (sq. ft)

450,000
400,000
350,000
300,000
250,000
200,000
150,000
100,000

50,000

Under Construction SF

Deliveries SF

% chg

pct
points

sq. ft

S persq. ft

sq. ft

sq. ft

0

¢D 0¢0t
€0 0¢0¢
¥0 020¢
TO T20¢C
¢0D 10T
€0 T20¢C
¥0 T20¢
TO tc0c

¢0 teoe

€0 tc0c
¥0 Tc0t
TO €20¢
¢0 €270¢

€0 €20t

Source: CoStar (data accessed April 7, 2025), Virginia REALTORS®

¥0 €20t

TO ¥20¢
¢0 0t
€0 ¥¢0¢

¥0 ¥20t
TO S¢0¢

600,000
400,000
200,000

0
} (200,000)
(400,000)
(600,000)
(800,000)

5.0%
4.5%
4.0%

3.5%

Vacancy Rate (%)

3.0%

$7.00
$6.00
£ $5.00
o $4.00
g $3.00
¥ $2.00
$1.00
$0.00

Rz
ginia
Ql ‘aREALTORS
2025 | INDUSTRIAL
Market Report
Net Absorption (sq. ft)
N N N N N N N N N N N N N N N N N N N N
o o (@) (@) o o o o o o o o o o o o (@) o o o
N N N N N N N N N N N N N N N N N N N N
o o o = = = = N N N N w w w w H H EY H (6]
O 0 0 O O O O O O PO O O O P O PO O O PO O
N w H = N w Y = N w H = N w H [ N w S =
Vacancy Rate (%)
4.7%
3.8% 3.9%
3.4% 3.4%
N N N N N N N N N N N N N N N N N N N N
o o o o o o o o o o o o o o o o o o o o
N N N N N N N N N N N N N N N N N N N N
o o o = = = = N N N N w w w w Y Y i B~ Ul
O 0 0O O O L O O O L O O P L O O P O O DO
N W RPN W R, MM WETR, NN WETRL, N W R
Full Service Rent ($ per sq. ft)
$5.67
$4.96 $5.20
$4.42 54.62
N N N N N N N N N N N N N N N N N N N N
o o o o o o o o o o o o o o o o o o o o
N N N N N N N N N N N N N N N N N N N N
o o o [ [ o [ N N N N w w w w > & S > ul
O 0 O O O O O O O L O O PO P O PO O O L P
N w > [ N w SN [ N w & [ N w > [ N w > =
11



sq. ft

Industrial Market - MSA Trends

LYNCHBURG MSA

Local Market Indicator Dashboard
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