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RETAIL  SNAPSHOT:  CHATTANOOGA

MORE INVESTMENT DOLLARS ARE CHASING NEW RETAIL PROJECTS IN CHATTANOOGA

Chattanooga’s retail market is the 
strongest it’s been in the past decade. 
The Scenic City has continued to gar-
ner positive reactions from investors, 
national retail executives and local 
specialty store owners alike. Chat-
tanoogans are placing big bets on 
the continuation of healthy growth 
within the city, and retailers have tak-
en notice, which in turn is attracting 
investment dollars from across the 
country. 

New Retail, Redevelopments
Development has been at the fore-

front of the retail surge. New unan-
chored strip centers are being erected 
at a quick pace by local developers 
that are deep-rooted in the market. 
While rates for this product sat in the 
low $20s per square foot at the begin-
ning of this decade, prime locations 
are now commanding rents in the 
$30s and upwards of $40 per square 
foot. 

With land costs soaring and con-
struction costs on the rise, national 
retailers have been hit with histori-
cally high prices for the market, yet 
deals are still getting done. Single-
tenant retail stores are also now 
more expeditiously built than at any 
time post-recession. Local developer 
Bassam Issa says while the commit-
ment process is more arduous than 
in year’s past, retailers are expanding 
and it is “no problem” filling prime 
locations. 

These assets are often sold upon 

lease executions and are trading at 
cap rates around 6.75 percent. This 
rate has held relatively steady the 
past three years, with a variance of 
25 basis points. According to Car-
don Smith, a developer with Chatta-
nooga-based Fletcher Bright Co., the 
drastic increase in capital coming out 
of Nashville and Atlanta is a prime 
indicator of how strong the Chatta-
nooga market has become. 

Chattanooga is home to CBL Prop-
erties, a publicly traded REIT. The 
company recently acquired a national 
portfolio of five Sears boxes. CBL-
owned Hamilton Place Mall, which 
was the largest mall in the Southeast 
when it opened, sits in plain view of 
the company’s corporate headquar-
ters and certainly has the attention of 
the top CBL brass, along with numer-
ous prospective tenants. The REIT is 
considering interest from office, tra-
ditional big box retailers, dining and 
entertainment concepts to backfill 
the 151,000-square-foot anchor space 
once housing Sears.

Southside, South Broad
While cautious developers are un-

nerved by the growth rate of the 
Southside District, many investments 
continue to pay off in this vibrant 
district that is no longer just attract-
ing millennials. The area has been 
transformed with the help of private-
public partnerships and massive 
investment from numerous Chatta-
nooga foundations. The most notable 
Southside investment is the $20 mil-
lion getting sunk into the Chattanoo-
ga Choo Choo revitalization, which 
includes the opening of multiple lo-
cally owned restaurants, two music 
venues, a conversion of 97 existing 
hotel rooms into micro-apartments 
and the delivery of a comedy club to 
a property that holds significant his-
torical value to the city. 

A major catalyst for the Southside 
was the 1997 delivery of Finley Sta-
dium, a 21,000-seat venue that played 
host to the Division II NCAA Nation-
al Championship football game for a 
dozen years. The stadium is home to 
the University of Tennessee at Chat-
tanooga football team and Chatta-
nooga FC, the city’s pro soccer club. 

Could another major stadium 
move spark more development 
within the Scenic City? Discussions 
are underway to move AT&T Field 
from its current tourist and enter-
tainment district location on the riv-
erfront to a site just south of the cur-
rent Southside border. AT&T Field is 
home to the Chattanooga Lookouts, a 
Double-A professional baseball team 
affiliated with the Minnesota Twins. 
Such a move may keep development 
sprawling south from the city center 
in the direction of the base of Look-
out Mountain. The tract in question 
is a portion of the land known as the 
former US Pipe / Wheland Foundry 
site. Chattanooga’s industrial roots 
could not be more evident at that site 
as two of America’s top iron fabrica-
tors once stood at the location. Whel-
and Foundry operated in Chattanoo-
ga from 1874 to 2003, and US Pipe 
commenced operations in 1936 and 
performed until its closure in 2006. 

The long-term vision for the re-
vitalization of the area now known 
as South Broad seems more realistic 
now than at any time in the past. The 
Southside is rapidly moving south 

and looks poised to encroach on the 
South Broad area, which is home 
to the US Pipe / Wheland Foundry 
site. In question is not only this site 
but some 400 acres just south of the 
Southside. The current owners of the 
US Pipe / Wheland site are working 
on a new Interstate 24 exit that will 
feed right into their project. 

Just last year the Riverwalk expan-
sion connected pedestrians with a 
13-mile hard surface pathway along 
the south banks of the Tennessee Riv-
er from well north of downtown to 
South Broad, with plans to continue 
on to the base of Lookout Mountain. 
Current US Pipe / Wheland site own-
ership partner Mike Mallen considers 
it time for his oft talked about site to 
revitalize the area. “It is the South-
side’s turn,” he says when discussing 
both the Chattanooga sprawl and the 
climate for the project, indicating his 
belief that the Southside isn’t done 
expanding and that US Pipe / Whel-
and lies directly in its path. 

The Future is Bright
Can a city the size of Chattanooga 

pull off a revitalization of nearly 400 
acres just south of downtown? Only 
time will tell, but a north-facing aerial 
view from South Broad that encom-
passes the vibrant Southside, a strong 
Central Business District, the Tourist 
and Entertainment District and the 
dynamic Northshore, says history is 
on the side of Chattanoogans in this 
endeavor.

Jeff Jennings
CCIM, Broker, 

NAI Charter

Chattanooga-based CBL Properties is considering several uses to help backfill a former 

Sears store that the REIT now owns at its hometown Hamilton Place mall.

Chattanooga is seeing more retail activity now than it has in the past decade, so much 

so that investors from nearby Atlanta and Nashville are aggressively seeking out deals.
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While the commitment process is more  

arduous than in year’s past, retailers are 

expanding...filling prime locations.
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