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Quick Stats

6.3%

Unemployment Rate
Memphis MSA May 2021 (BLS)
Preliminary

6.6%

Direct Vacancy Rate

5.3 msf

Direct Net Absorption Year-to-

Date (Based on Occupancy)

$2.99 pst

Direct Asking Rental Rate
(Weighted Average)

14.4 mst

Industrial Product Under
Construction

Industrial Market Report / Second Quarter 2021

Memphis, TN

Market overview

The Memphis industrial sector continued
its hot streak through midyear as large
space requirements by distribution

and e-commerce users fueled demand,
sustaining the wave of unprecedented
activity that seized the market at the
beginning of the COVID-19 pandemic.

Encouraged by vaccine availability,

the region’s economy is on the mend
following a year of uncertainty stemming
from mandated business restrictions
and closures. At the beginning of April,
the State of Tennessee announced that
vaccine distribution would no longer be
gated by age and/or health-related risk
factors, and although Shelby County’'s
vaccination rate had slowed slightly

by the end of the quarter, it continues
to grow in a positive trajectory.

According to the U.S. Bureau of Labor
Statistics’ June 2021 report, 850,000
jobs were added to the economy
nationally, with favorable returns in
both the Government and the Leisure
and Hospitality sectors. As people
return to the office, improvement

in the Professional and Business
Services sector is expected; however,
the unemployment rate still remains
higher than it was prior to the
pandemic. In Memphis, the May 2021
unemployment rate was reported to
be 6.3%, down 6.7 percentage points
(pp) from its April 2020 peak of 13.0%.

The outlook for the industrial market in
the coming months is positive. Demand
for warehouse and distribution space
will remain competitive as e-commerce
continues to drive occupancy gains.
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Memphis

Industrial market trends

Second Quarter 2021

Leasing

The market recorded 8.1 million
square feet (msf) of leasing activity
this quarter, bringing the total
volume for the first half of the

year to 12.2 msf. New transactions
accounted for 6.8 msf of the total,
while renewals consisted of 1.3 msf
and subleases comprised 57,285
sf. The largest deal this quarter

was Milwaukee Tool's 1.1 msf lease
at 1-269 Industrial Park Site 1 that

is currently under construction in
Marshall County. The deal brings the
tool manufacturer’s total footprint
in the MSA to more than 2.5 msf.

Amazon is expanding in the market
once again with a 1-msf lease at
Gateway Global Logistics Center
Building 11 in Marshall County. The
e-commerce giant has developed

a significant presence in the region
since their entrance into the market
in 2018; between its Sort Facility

in the Northwest submarket, its
Receive Center in the Southeast
submarket, and other fulfillment
centers, the company occupies
more than 6.7 msf in the area.

The direct vacancy rate recorded
6.6%, representing a slight increase
from last quarter as projected due
to the delivery of 2.8 msf of new
speculative buildings. Direct net
absorption reached 3.7 msf, driven
by Hamilton Beach’s 1 msf build-to-
suit and their 340,000-sf move-in at
100 Nemec Way in Marshall County.
In the Southeast submarket, Yeti's

971,800-sf build-to-suit delivered at
Memphis Logistics Centre Building 3.

Sales

Industrial investment volume

took a dive this quarter with only
$44 million in sales. In the largest
transaction, Atlanta-based Robinson
Weeks Partners sold Memphis
Global Crossing Building 2, a
321,298-sf speculative development
that recently delivered, to Imperial
Industrial Supply Company for
$19.7 million. This is Robinson
Weeks' second disposition in
Distriplex Farms after developing
and selling Memphis Global
Crossing Building 1 to DHL Supply
in June of 2020 for $20.3 million.

Construction

Supply chain and e-commerce
demand continue to drive the
market as consumer spending
increases and business to consumer
delivery volume remains elevated.
The Memphis industrial market
delivered seven buildings totaling
4.6 msf of product this quarter;
surpassing last year's fourth quarter
record-breaking 4 msf of inventory
added. This trend is expected

to last as 14.4 msf of product

is under construction, 80% of

which is speculative development.
As a result, the delivery of new
speculative buildings will temporarily
increase vacancy rates but will
balance out as most new speculative
development is leased within a year.

Millions (SF)

Millions (SF)
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Leasing Activity by SF
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Top leases
Tenant Property SF Submarket Type
Milwaukee Tool [-269 Industrial Park Site 1 1,139,806 Marshall/Fayette County New
Amazon Gateway Global Logistics Center Bldg XI 1,046,520 Marshall/Fayette County New
McKesson Crossroads Distribution Center Building | 510,350 DeSoto County New/Expansion
XPO Scannell 55 Logistics Center 495,330 Marshall/Fayette County New
X Southpoint VII 399,400 Southeast New
Hamilton Beach Brands 100 Nemec Way 339,506 Marshall/Fayette County New
DCS 3527 Lamar Ave 330,910 Southeast New
KPower Global Logistics Southpoint VII 300,600 Southeast New
Costco ProlLogis Park Memphis Bldg 100 260,000 Southeast New
City Brewing Company Distriplex Farms 207,472 Southeast New
KPower Global Logistics Hacks Cross Logistics Center 200,000 DeSoto County New
Top sales

Property Buyer Seller SF Price $ PSF Submarket
Memphis Global Crossing I Imperial Industrial Supply Co  Robinson Weeks Partners 321,298 $19,700,000 $61 Southeast
3779 Knight Rd Broadstone Real Estate Joseph Ryerson & Son Co 125,540 $7,700,000 $62 Southeast
5191 Hickory Hill Rd Exeter Property Group Bobeck RE Co 89,620 $4,677,000 $52 Southeast
5185 Hickory Hill Rd Exeter Property Group Apple Glen Investors LP 105,710 $4,323,000 $41 Southeast
772 Herbert Rd AREN Strategic Finance Irma Orr; Marvin Orr 32,153 $3,000,000 $93 Northeast
4009 Air Park Cv Wang Realty LLC Piper Properties LLC 68,251 $2,600,000 $38 Southeast
5796 Shelby Oaks Dr Grace Ventures GP Golan Ephriam Living 32,232 $1,790000  $56 Northeast
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Statistics by submarket

Direct Net Average Asking Rental
Absorption Rates*
Direct Overall
Submarket Inventory Vacancy Vacancy I YTD Under. YTD. Flex
Quarter Construction Completions
Rate Rate
Northeast 249 14,238,803 4.7% 4.9% 75,855 47,515 0 0 $7.12 $4.00 $6.84
Southeast 494 90,287,490 6.6% 6.6% 2,289,686 2,887,983 2,171,280 1,293,098 $7.52  $2.89 $3.15
Northwest 77 15,043,546 17.2% 17.2% 101,162 101,162 181,500 0 N/A $0.94 $0.94
Southwest 348 29,731,216 5.3% 53% -25,101 -28,223 0 0 $3.73 $1.80 $1.91
DeSoto County 167 54,404,429 6.4% 6.4% 930,830 1,916,432 7,362,518 2,296,693 N/A $4.25 $4.25
Marshall County 46 14,927,599  2.1% 2.1% 335000 335000 4,664,766 1,021,670 N/A  $3.75 $3.75
includes Fayette County
Total 1,381 218,633,083 6.6% 6.7% 3,707,432 5,259,869 14,380,064 4,611,461 $6.99 $2.66 $2.99

* Direct weighted average $/psf

Statistics by property type

Direct Net Absorption

Direct Overall

Submarket  Bldgs Inventory Vacancy Vacancy gerrent Construction Completions  Renta) Ratest
Rate Rate

Flex 336 13,588,900 6.7% 6.8% 74,750 69,000 0 0 $6.99

Warehouse 1,045 205,044,183 6.6% 6.7% 3,632,682 5,190,869 14,380,064 4,611,461 $2.66

Total 1,381 218,633,083 6.6% 6.7% 3,707,432 5,259,869 14,380,064 4,611,461 $2.99

* Direct weighted average $/psf
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Memphis industrial submarkets
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Get more market information:

Lauren Goddard Shea Stock AV I S O N
Vice President, Operations Research Analyst YO U N G
901 231 1406 901 410 4551

lauren.goddard@avisonyoung.com shea.stock@avisonyoung.com
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