
OFFICE AND INDUSTRIAL 
MARKET ANALYSIS11

The Newport News market for new office and industrial space indicates a 
conservative demand for new Class A office space, and greater potential for new 
industrial space, particularly in manufacturing and warehouse/distribution. In 
all areas, there is a surplus of older facilities and buildings (Class B and Class C) 
which increases overall vacancy rates.

However, the vacancy rates for Class A office space are 
comparable to national figures, while the vacancy rates for 
Class A industrial space are significantly low. In the current 
market, developers are adding Class A office space dependent 
on tenant requirements and typically have 75% or more 
of the space pre-leased before construction. Conversely, 
developers are speculatively adding new warehouse and 
distribution space to the regional market where vacancy 
rates are less than 5%.

The Marshall-Ridley Choice Neighborhood is slated to add 
95,000 square feet of new Class A office space at Brooks 
Crossing. This may spur further office space construction, 
but this will be contingent on employer interest. The 
neighborhood is well-positioned to add new industrial 
space considering the positive regional outlook and the 
neighborhood’s assets, namely its industrial nature, access 
to large vacant parcels, and proximity to the port, shipyard, 
rail lines, and interstate.

 
SQUARE 

FOOTAGE 
(REGIONAL)

NEWPORT  
NEWS 

ABSORPTION

Office Space  2,515,000  503,000 

Industrial Space  1,492,000  1,045,000 

Warehouse & 
Distribution

 1,058,000  847,000 

Manufacturing  76,000  38,000 

Flex Space  358,000  161,000 

Table 21: Demand for new industrial and office space, 2017-2027

Ink Building Flex Industrial Space, Nashville

Source: Colliers International
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Map 21: Market Trade Area for Office and Industrial Demand
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Office Space
The current demand for office space is low to moderate. 
Recent leasing activity indicates a strong demand for Class 
A space, and new construction is driven by tenant demands. 
There is an oversupply of Class B and Class C space, increasing 
average vacancy rates for the region. Overall, vacancy rates 
are relatively healthy, just under the U.S. average.

The demand model for future office space need is based 
on projected employment growth for the Greater Peninsula 
Region, which, according to this study, can support up to 
2.5 million additional square feet of office space. We assume 
Newport News can capture 20% of this market or up to 
500,000 square feet. 

Market Trends

Newport News currently has 6.5 million square feet of office 
space, which is 16% of total office space in the Hampton 
Roads market.vii It is the third largest market in the region 
behind Virginia Beach (10.9 million square feet) and Norfolk 
(8.5 million square feet).viii

Overall office vacancy in Newport News is a healthy 8.6%, 
compared to 11.3% in Virginia Beach, and 10.2% in Norfolk. 
Average vacancy for the region is 10.2%. Overall vacancy 
includes direct vacancy and sublease vacancy. 

Absorption (or the amount of leasable space that was leased) 
was negative in Newport News in 2016; however, the region 
saw positive absorption of 131,689 square feet over the same 
period.

The market has an oversupply of Class B and C space, which 
is adjusting the overall vacancy rates upwards. Class A office 
space has a vacancy rate of 8.6%, compared to Class B space, 
with a vacancy rate of 12.6%. 

Much of the office space in the region is outdated. According 
to Colliers International Q2 2016 data, 75% of the office space 
in the Suburban Market (which includes Hampton Roads and 

Newport News) is Class B and Class C space. As a comparison, 
57% of Richmond’s commercial market are Class B and Class 
C space. We can expect that over time, the older office space 
will become obsolete, either through conversions or being 
removed from the supply. In recent years, Class B and C office 
buildings have been taken off the market and converted into 
residential use. As an example, the 24-story Bank of America 
office building in Norfolk downtown was recently converted 
into 275 apartments with ground floor retail.x 

Recent market activity indicates a modest demand for new 
Class A product, but new buildings are being built to suit 
for an anchor tenant or through substantial pre-leasing, 
while speculative construction is stagnant. New construction 
Class A office space has indicated successful lease-up and 
quick occupancy after construction. This includes the 50,000 
square foot Convergence Center (25,000 square feet leased 
by a law firm) that is completely leased up while still under 
construction. In Newport News, Market Place at Tech Center 
has 75% of its office space leased before construction.xi 

Almost all recent lease activity is for Class A space. According to 
Colliers, approximately 275,000 square feet were leased in the 
first two quarters of 2016, of which 91% were for Class A space. 

However, overall lease prices have not experienced significant 
growth over the past several years, and the average asking 
rent in Newport News is $13.41, which is lower than other 
areas – Oyster Point’s average prices are $16.35. Again, this is 
likely due to the age of structures. When we look at pricing 
for newer buildings compared to older space, we see that 
Newport News is priced comparable to other areas, where 
older space is listed for approximately $13 per square foot, 
compared to $19 for a newer product. 

Industrial Space
Overall, the outlook for the industrial space market is positive. 
Vacancies are mostly low and declined over the past decade 
while asking rents are increasing. However, there has been 
limited new development; the bulk of industrial and warehouse 
space in the region is mostly older Class B and C space.

Similar to office space, new construction activity is mostly 
built to suit, but there could be opportunities for speculative 
construction of industrial and warehouse space in the 
Marshall-Ridley Choice Neighborhood given its location 
and recent positive trends.

Demand generated from projected employment growth 
indicates that the Greater Peninsula Region can support up 
to 1.5 million square feet of industrial space over the next 10 
years – 1.1 million square feet of warehouse & distribution, 
76,000 square feet of manufacturing, and 358,000 of flex 
space. Newport News can potentially capture 80% of this 
demand given its available space and location near the water, 
shipyard, rail lines, and interstate access.

Market Areas
The analysis defines the market area as the Greater 
Peninsula Region, which includes Gloucester County, 
James City County , York County, City of Hampton, City of 
Newport News, City of Poquoson, and City of Williamsburg. 
The analysis of existing office and industrial space includes 
a review of the Hampton Roads Market and its submarkets 
that include the City of Newport News, which are defined 
as the the Peninsula Market and the smaller South 
Peninsula/Copeland Submarket. These geographical areas 
correlate with market delineations by major commercial 
brokerage firms.  
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Market Trends

The Hampton Roads Market has just under 111 million square feet of industrial space.xii The Peninsula 
Submarket, which includes Gloucester County, James City, and the Cities of York, Hampton, Newport 
News, Poquoson, and Williamsburg, has an estimated 25 million square feet of industrial space – almost 
30% of the region’s market.xiii The Copeland/South Peninsula Submarket, which includes the Marshall-
Ridley Choice Neighborhood and the Copeland industrial park, has approximately eight to ten million 
square feet of space, making the Peninsula by far the greatest concentration of industrial space in the 
Hampton Roads Market.

Within the Hampton Roads Market, the primary warehouse and distribution centers are:

1. South Suffolk, 7 million square feet

2. Copeland Industrial Park, 4.9 million square feet

3. Bainbridge, 4.9 million square feet

4. Norfolk Industrial Park, 4.5 million square feet

Industrial vacancy rates in the region are very low. Hampton Roads Market is 6.6%. The Peninsula 
Submarket has a 5.6% vacancy rate.  In Old Dominion University’s annual survey of 330 buildings in 
the Southern Peninsula/Copeland submarket, they found the vacancy rate dropped from 19.89% in 
2012 to 7.4% in 2014. More recent reports tell us that this rate is at 5.6%.

Chart 23: Hampton Roads industrial spacexiv

MANUFACTURING FLEX SPACE WAREHOUSING 
AND DISTRIBUTION 

FACILITIES

27% 15% 58%
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Warehouse & Distribution Trends

Existing warehouse & distribution space comprises 20% of the 
regional industrial market and is mostly older, outdated space; 
however, market fundamentals are strong, with low vacancy 
rates for Class A space (2%), and speculative new construction 
of warehouse and distribution facilities. Absorption was 
915,000 square feet in the first quarter and 400,000 square 
feet in the second quarter of 2017. 

Recent activity in the regional market includes: 

 y Emser Tile, which moved into a 400,000 square foot 
building in South Suffolk called Centerpoint; 

 y Intermodal is developing 600,000 square feet that is 
expected to be delivered in 2017 – half of which is being 
built on a speculative basis; 

 y Fed Ex moved into a new building on the Peninsula in 2015 
with 190,000 square feet; 

 y Friant Furniture moved into a new 357,000 square foot 
building in Suffolk;

 y Panattoni Development Company is constructing a 
284,580 square foot Class A speculative warehouse at The 
Virginia Regional Commerce Park in Suffolk; and 

 y Interchange Group is developing a 199,584 square foot 
speculative building in the Portsmouth submarket.

The South Peninsula/Copeland Submarket, has several large 
blocks of functionally obsolete space. These buildings are 
included in the vacancy rate, but since they are unusable, the 
vacancy rate is much lower.xix 

We confirmed in our stakeholder conversations that there 
is little new warehouse and distribution space in the region, 
much of the inventory is obsolete and that new space near 
the highway would be attractive to the market.

Flex Space market trends

Flex space is defined as warehouse space that may include 
offices or showroom space. It is typically an upgraded 
version of warehouse space, with air-conditioned areas 
and space for visitors and meeting activities. It may include 
office and laboratory uses like research and development, 
car sales showrooms, or a construction company with 
offices. 

The Flex Space market is a small but a growing form of 
industrial space and does not yet have a significant presence 
in the Hampton Roads market, with 11.8 million square feet 
of space. The Peninsula Submarket has less than 20% share 
of this space, which includes the Copeland Industrial Park 
(890,000 square feet).

Although the vacancy rates are high (11% for the Hampton 
Roads Market; 20% in the Peninsula Submarket and 24% in 
the South Peninsula/Copeland Submarket), the market is 
too small and burgeoning to provide long-term forecasts.  
In general, the flex market is specific to certain industries 
(furniture manufacturing, for example) and are dependent 
on the regional and national trends within these markets. 

Manufacturing Trends

The Hampton Roads Market has 21 million square feet of 
manufacturing space, and almost half is located within 
Newport News. Vacancy rates are incredibly low (1.5% for 
Newport News/Hampton Roads; 3.3% for the region). The 
region also continues to attract new manufacturers. As an 
example, South Suffolk is adding new manufacturing facilities, 
including a 175,000 square foot coffee roasting plant for Peet’s 
Coffee at CenterPoint Intermodal. 

The Marshall-Ridley Choice Neighborhood has potential to 
add new manufacturing facilities given its ideal location from 
a logistics perspective and availability of land.

The Marshall-Ridley Choice Neighborhood has several positive market indicators for demand of industrial space:

The Port: The Port is the primary driver of growth for 
the industrial market in the region. Its volume continues 

to increase. There was a 3.4% increase in container volume in 
2015 and 2016 saw a 6% increase in container volume. This 
is the highest it’s ever been, a historic rise. The Port also saw 
8.5% increase in import loads and 0.8% increase in export 
loads.xiii The increase in productivity could be attributed to 
Port improvements, bigger ship sizes, and the completion of 
the Suez Canal renovations. The Port plans to make additional 
improvements to its terminals, which will continue to increase 
imports and exports.

Military Spending: Another industrial driver for the 

region is military spending, which is expected to increase in 
the coming years. This includes the $1 billion in investments 
within the Newport News Shipyard over the next 10 years.

Transoceanic Fiber Cable Although we do not yet 
understand the full economic impact of this investment, 

a transoceanic fiber cable, which will run from Virginia Beach 
to Madrid, will likely increase demand for technology-related 
space including data centers and cloud facilities. 

Atlantic Coast Pipeline: A new gas pipeline is being 
planned for the region, which may indicate a need for 

heavy industrial manufacturers on the waterfront and greater 
distribution centers specific for gas transport.xiv 

»

»

»

»
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Demand Analysis 
Atria developed the market demand analysis for commercial 
and industrial space based on a standard supply and 
demand model, where demand equals employment growth 
by industrial sector over a ten-year period (2017 – 2027); 
and supply equals the amount of vacant office and industrial 

space currently in the regional market. This model indicates 
that projected employment growth in the Greater Peninsula 
Region will require 2.6 million square feet of office space and 
1.5 million square feet of industrial space by 2027. Newport 
News’ potential share of this demand is approximately 1.3 
million square feet of industrial space and 528,000 square 
feet of office space.

Job 
Growth

Newport News Capture 
(based on % of Peninsula 

Employment)

Employment Sector 2026
Net New 

Jobs, 
Office

SF 
Required 

for growth

Industrial 
Using 

Jobs, 2016

Industrial 
Using Jobs, 

2026

Net New 
Jobs, 

Industrial

SF 
Required 

for growth

Office  
(SF)

Industrial 
(SF)

Agriculture, Forestry, Fishing and 
Hunting

123  (1)  -   47  43  (4)  -   -   -  

Mining, Quarrying, and Oil and 
Gas Extraction

13  (0)  -   2  2  (0)  -   -   -  

Construction 10.136  337  67,474  5,407  6,081  675  286,766  20,030  85,129 

Manufacturing 28.864  (10)  -   21,726  21,648  (78)  -   -   -  

Utilities 923  (15)  -   969  831  (138)  -   -   -  

Wholesale Trade 4.281  45  9,100  2,459  2,569  109  46,409  4,071  20,765 

Retail Trade 29.625  395  79,081  2,804  2,962  158  67,219  28,369  24,114 

Transportation and Warehousing 6.444  22  4,463  5,698  6,122  424  180,174  1,780  71,853 

Information 2.249  (130)  -   241  225  (16)  -   -   -  

Finance and Insurance 3.860  311  62,240  -   -   -   -   27,967  -  

Real Estate and Rental and 
Leasing

3.907  149  29,898  -   -   -   -   13,834  -  

Professional, Scientific, and 
Technical Services

14.976  1,638  327,647  1,939  2,246  307  130,547  117,545  46,835 

Management of Companies and 
Enterprises

3.915  177  35,345  -   -   -   -   21,279  -  

Administrative and Waste Services 14.348  940  187,911  3,902  4,304  403  171,133  83,856  76,369 

Educational Services 21.829  739  147,801  1,937  2,183  246  104,693  50,692  35,907 

Health Care and Social Assistance 38.811  7,004  1,400,773  1,551  1,941  389  165,369  595,224  70,269 

Arts, Entertainment, and 
Recreation

11.166  397  79,374  1,969  2,233  265  112,446  10,491  14,863 

Accommodation and Food 
Services

28.586  574  114,796  2,572  2,859  287  121,971  32,668  34,709 

Other Services (except Public 
Administration)

6.862  225  45,027  2,046  2,265  219  92,868  17,176  35,425 

Public Administration 16.418  126  25,219  4,850  4,925  76  32,154  9,332  11,898 

Total  12,925  2,616,150  60,070  63,394  3,324  1,511,749  1,034,315  528,135 

Table 22: Commercial and Industrial Demand

Source: Atria Planning LLC
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Table 23: Commercial Space Market Areas

MARKET AREA COMMUNITIES INCLUDED

Hampton Roads Market
Chesapeake, Gloucester, Hampton, Harborview/Western Branch, Newport News, 
Norfolk, Portsmouth, Suffolk, Virginia Beach, Williamsburg, York

Suburban Market
Chesapeake, Central Norfolk, Lynnhaven, Portsmouth, Suffolk, Virginia Beach, 
Hampton, Oyster Point, Newport News, Williamsburg

Peninsula Submarket
Gloucester County, James City, York, Hampton, Newport News, Poquoson, 
Williamsburg 

South Peninsula/Copeland  
Submarket

A submarket of the Peninsula that includes the Marshall-Ridley Choice 
Neighborhood and the Copeland industrial park in Hampton, adjacent to 
Newport News, along I-664.

Methodology 

The demand model uses employment projections from 
the Virginia Employment Commission. Their 10-year 
employment projections are made by sector for 2014- 2024. 
We adjust the projection from 2014-2024 to 2017-2027 
using the most recent employment estimates from the U.S. 
Bureau of Labor Statistics Quarterly Census of Employment 
and Wages.

The analysis translates net projected job growth by sector 
into an estimated demand for square footage of office 
and industrial space based on average square footage 
requirements per employees by industry.

Assumptions

We estimate the square footage required by new employee 
based on industry standards, assuming 200 square feet 
per employee for office employees and 425 square feet per 
employee for industrial space. 

We assume that any new office space will be Class A office 
space, and adjust current vacancy rates from 8.6% to 6%, 
deemed a “healthy” vacancy rate. We also assume an 
obsoletion rate of 0.05%, meaning we expect 0.05% of the 
existing Class A space to be taken off the market or to trickle 
down to Class B or C space over time.

For industrial space, The Greater Peninsula Region has 24.2 
million square feet of existing industrial supply. Industrial 
space is divided into three classifications/sub-uses: 1) 
warehouse & distribution (52%); 2) manufacturing (40%); 
and 3) flex space (8%).  

Like office space, we assume that any new industrial or 
warehouse space added to the inventory, and future demand, 
will be Class A space. Demand is adjusted for obsoletion 
rates (Class A inventory becoming Class B or Class C over 
time) and a “healthy” vacancy rate of 5%. Future demand for 
warehouse and industrial space is categorized by warehouse, 
manufacturing and/or flex space dependent on the forecasted 
job growth by industry.

Data Sources

 y Virginia Employment Commission

 y Old Dominion University, Market Review and Forecasts, 
2015 and 2016

 y Colliers International, 2016 Q2, Industrial Market Report

 y Jones, Lang, Lasalle, Industrial Market Report, 2017 Q1

 y Thalhimer 2017 Q1 report

Market Area

The analysis uses the Greater Peninsula Region as the market 
area, which includes Gloucester County, James City County, 
York County, City of Hampton, City of Newport News, City 
of Poquoson, and City of Williamsburg. The market area was 
determined based on regional commute trends which define 
regional economies.

Geography definitions: Market trends for office and industrial 
space are analyzed using the market areas defined by 
commercial brokerage firms including Colliers International; 
Jones, Lang, LaSalle; and Thalimer Inc. and are described in 
Table 23.
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Chart 24: Projected Job Growth requiring Commercial/Office Space

Chart 25: SF required for office employment growth

Source: Virginia Employment Commission

Source: Atria Planning LLC
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Chart 27: SF required for Industrial employment growth

Chart 26: Projected Job Growth requiring Industrial Space

Source: Virginia Employment Commission

Source: Atria Planning LLC
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RECOMMENDATIONS:

Although employment forecasts indicate conservative 
demand for new industrial space at the regional level, 
many new companies seeking industrial space are looking 
for more energy efficient, “smart” buildings, meaning new 
construction of industrial and warehouse space is likely 
despite the market having an excess of older, outdated 
buildings. 

This bodes well for the Marshall-Ridley Choice 
Neighborhood, whose location is well-positioned to 
attract new construction of warehouse and distribution 
space, or light manufacturing. It has several large, vacant 
parcels near the port, railroad and major highway access. It 
is also historically known as an industrial community, and 
has the current zoning and general neighborhood support 
for industrial and warehouse uses.

The neighborhood has the land and location to support 
neighborhood-oriented industrial and warehouse space 
that can be an economic driver to the region. This 
may include the City and its partners revising its land 
use and general plan for the area that can include, or 
even incentivize, the neighborhood-scale industrial and 
warehouse activities similar in other burgeoning markets. 

Because there is a modest demand for office space 
regionally, this study finds that construction of new office 
space will be tenant-driven and built to suit. One example 

of this is the new 100,000 square foot office building slated 
for construction within the Brooks Crossing site, where 
85% is already leased to the Huntington Newport News 
Shipyard. 

Although there is an oversupply of Class B and Class C office 
space in the regional market, there may be an opportunity 
for new Class A space driven by employer demand for more 
technology-driven and sustainable buildings. Because the 
Marshall-Ridley Choice Neighborhood is in proximity to 
downtown and with available land to build, there may be 
future opportunities for new office space.

HUD’s Choice Neighborhoods Initiative emphasizes the 
importance of providing economic opportunities to the 
target neighborhood residents. With this goal in mind, 
the neighborhood could potentially support new co-
working office space or a small incubator with the proper 
partnerships and funding. 

Additionally, future commercial development can combine 
office space, retail uses, or civic uses into warehouse and 
distribution space to maintain a more neighborhood feel. 
This is becoming increasingly common in neighborhood-
scale industrial uses, where warehouse and manufacturing 
spaces that include parking, loading docks in the rear of a 
structure, and retail space, classrooms, or showrooms are 
located at street level.
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Co-working spaces are office spaces where individuals and 
small groups of people can rent out desks, cubes or small 
offices at a discount from conventional office leases. These 
spaces oftentimes require no long-term commitment, where 
tenants rent an office, cube or desk on a month-to-month, or 
even on a daily basis. They also offer amenities of traditional 
office spaces – business address, phone, fax, copier, and 
wireless – as part of the daily or monthly price. 

Co-working spaces are becoming increasingly popular as 
an adaption to how many Americans work today. They 
accommodate new start-ups, individual entrepreneurs, and 
employees who work remotely. Their flexibility is particularly 
appealing to millennials who often seek less conventional 
employment options. Co-working spaces also provide small 
business owners economies of scale, allowing them to 
grow within a given space, all while providing them with 
a network of “coworkers”, many of whom they can share 
experiences with.

A coworking space makes sense in walkable neighborhoods 
that have a growing number of small businesses, a younger 
population, and/or are in high employment areas, where 

contractors with short-term projects may require flexible office 
space. Although the Marshall-Ridley Choice Neighborhood 
is not currently known as a start-up hub, its walkability, 
proximity to downtown, and convenience to the freeway 
may provide benefit to those seeking business relationships 
with the shipyard, government, or seafood manufacturing 
industries.

Business incubators are typically set-up as a co-working 
space for entrepreneurs to grow. Oftentimes, a business 
incubator will be focused on one or two industries, and will 
provide technical assistance specific to those industries. 
Technical assistance may include marketing and branding, 
access to capital and financial growth models, accounting, and 
knowledge sharing through mentoring programs. Incubators 
are typically non-profit organizations that operate with 
grants from the U.S. Small Business Administration (SBA), 
government agencies and/or philanthropic investments. 

Unlike the co-working space, business incubators are more 
“hands on” for growing micro- and small businesses, and are 
more often found in neighborhoods with limited economic 
opportunities. This approach makes sense for the Marshall-

Studebaker Building – South Bend Indiana

The State of Indiana, City of South Bend, and private 
developers are currently rehabilitating the Studebaker 
Building into a technology manufacturing and warehouse hub 
for five tech companies. The 1920s building was formerly a car 
manufacturing facility and has been shuttered for more than 
three decades. However, given its proximity to the region’s 
largest tech center on the other side of the railroad tracks, the 
building and its surrounding neighborhood were rebranded 
as the Renaissance District in 2012.  The new building will 
now host a biotech company, a digital printing company, a 
non-profit business development organization, a technology 
school, and a cloud-based computing business. 

Amazon Fulfillment Center, Spartanburg South 
Carolina

Shifts toward online retail are leading to “urban warehousing”, 
which are developments of 20,000 to 30,000 square foot 
(small) warehouse spaces where packages are received, 
stored, and delivered to nearby homes. The above photo is an 
Amazon Fulfillment Center in Spartanburg, South Carolina built 
in 2012 to store, distribute, prepare goods from Amazon and 
its partners. The building is 1.2 million square feet, and has up 
to 1,500 employees. E-commerce companies like Amazon, as 
well as traditional retailers shifting to e-commerce, like Target 
or Walmart, are looking for ways to optimize the delivery time 
for goods to reach homes. This trend indicates increased 
demand for warehouse space in dense residential areas or 
neighborhoods with access to transportation networks, like 
the Marshall-Ridley neighborhood. 
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Ridley Neighborhood given the current economic disparity 
between residents and downtown workers, and the City’s 
commitment to bring new economic opportunities to the 
Southeast community. 

In Boston, Commonwealth Kitchen provides a shared 
commercial kitchen space for entrepreneurs in the food 
industry. Participants have access to the kitchen space, 
including cooking and prep equipment, cold storage, and 
pantry use. Additionally, the space is used to provide classes to 
neighborhood residents, so that they may enter the culinary 
industry, and extends employment opportunities to residents 
in the surrounding neighborhood by hiring hourly or daily 

assistance for kitchen prep.

In New York, New Lab is an 84,000 square foot space at 
Brooklyn’s shipyard dedicated to manufacturing start-ups. 
New Lab provides high-tech manufacturing entrepreneurs 
with access to machinery they could not afford to purchase 
as small businesses, including work stations, 3D printers, 
wood and metal shops, digital lathes, and other expensive 
equipment needed for high-tech manufacturing. What is 
particularly unique about the New Lab is that it emphasizes 
mentorship and access to investors, both critical for moving 
towards an independent facility. They charge a membership 
fee and have an extensive application process.

Commonwealth Kitchen in Boston, Massachusetts New Lab in Brooklyn, New York
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