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Q3 2023 SMOKY MOUNTAINS



Something has to give…and it will give.

The real estate market is currently at a critical juncture as the Federal
Reserve's rate hike and the market's resilience face a showdown. While
per unit revenue has been significantly impacted in 2023, property
values have only experienced a slight decline, thanks to the adaptability
of investors and property market indicators showing growth in pending
and active numbers.

2 Letter from Justin

Justin Beasley
Owner/Investor

Market Highlights:
OCCUPANCY RATE NIGHTLY RATE MONTHLY REVENUE

68% �289 �5,373
YEAR-OVER-YEAR

-7% -5% -6%

However, this apparent good news is overshadowed by the broader impact of the Federal Reserve's
aggressive campaign, which has affected the overall economy and rental revenue. As a result, the
Federal Reserve is likely to take action to align the housing market with the rest of the economy,
potentially through continued rate hikes, new lending restrictions, or both. 

Eventually, property values will need to fall in line with rental revenue, considering current loan rates.
Currently, cabins in the Smokies are priced 25-33% higher than necessary in order to generate monthly
cash flow of $1,000-$2,000.

It is no longer a question of whether the market will correct, it is a matter of when. The resilience of
the market, while remarkable, presents both positive and negative aspects in this report. Historically,
the housing market has shown an ability to withstand negative market conditions and bounce back
strongly. 

So, I guess the best way I could say it is like this, “Something has to give. It will give, and it will bounce
back. Just make sure you are around to bounce back with it."



The real estate market for closed sales in the first and second
quarters of 2023 showed some notable trends. After a period of
relative stability, the numbers finally budged a little, indicating a shift
in the market. This shift brought about a decline in year-over-year
values for the first time in three years, signaling a departure from the
previous growth trend. While this decline may have been anticipated,
it is unlikely to be sufficient to please the Federal Reserve (FED). The
FED may have been hoping for more significant decreases to address
concerns related to inflation or other economic factors.

Closed Sales

By Bed

By Location
% Units
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By Price
<$500,000

19%

$500-600,000
19%

$600-700,000
18%

$700-800,000
11%

$800-900,000
10%

$900-1,000,000
10%

$1-2M
8%

$2,000,000+
5%

% of Sales to Listings
Under $500,000: 94%

$500,000 to $600,000: 95.60%

$600,000 to $700,000: 95%

$700,000 to $800,000: 97.5%

$800,000 to $900,000: 97%

$900,000 to $1,000,000: 96%

$1,000,000 and Above: 94%

Sev. PF. Gat. WV. PC. JC.

16%

95%
$509,439

-2%

$499,900

4%

$502

-6.70%

1,110

1%

33%

95%
$619,713

-8%

$600,000
-12%

$438

-1%

1,482

-6%

28%

95%
$829,635

-7%

$807,000

-6%

$378

-8%

2,230

1%

13%

94%
$1,039,000

-9%

$1,039,000
-13%

$381

-7%

2,882

-1%

5%

95%
1,217,619

-8%

$1,100,000
-15%

$378

-7%

3,262

-0.79%

5%

95%
$1,633,179

-6%

$1,625,000
-4%

$358

2.25%

4,542

-13%

36%

96%
$780,071

-1.00%

$675,000
-2%

$410

-9%

2,050

7%

18%
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-9%
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-10.60%

1,865
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25%
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$822,256

3.78%
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2.70%

$428

-2.50%
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4.84%

17%
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$901,970

-2%
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2%
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-1%
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4%

$369

-14%
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22%

2.60%
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$754,355

-1%

$740,000
39%

$349

-10%

2,131

-20%

Gracie Mayfield
Realtor



Pending Sales
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Days On Market By Price
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7%
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4%
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-8%
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16%
$798,931

-9%

$735,000
-3%

$432.75

-6%

1,896

-8%
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13%

$831,500
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$434.23

-5%
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-25%
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-17%

$438.58
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Pending cabin prices were higher than closed prices during the same timeframe.
This indicates a potential upward trend in cabin values, as buyers were willing to
pay more for pending transactions compared to completed sales. 

Despite the presence of higher interest rates, which initially had an impact on
cabin values, the real estate market has displayed resilience to the actions of the
Federal Reserve (FED). This resilience indicates that the market has adapted and
adjusted to the changing interest rate environment. This is a good ole fashioned
stand off. A game of chicken. Who will give first? The FED or the housing market?
I do not believe the FED can….at some point the market will have to.

Rachel Beasley
Managing Broker



Current listing prices are well above closed comps. The prices at which properties are being listed may not be in
line with market demand or they're not sustainable for potential buyers. Another significant trend is the consistent
increase in inventory. In particular, the inventory for cabins priced above $1 million has experienced a drastic surge,
reaching an alarming 19 months. This indicates an oversupply of high-priced cabins, which may result in longer
selling times and potential price reductions to attract buyers. Furthermore, the current listing prices, on average,
are approximately 30% higher than what an investor would typically require to achieve desirable returns. This
suggests that properties may be overpriced compared to their potential income-generating potential, making them
less attractive to potential investors. Overall, the real estate market for active listings in Q1 and Q2 of 2023
exhibited several concerning trends. Unsustainable market rates, increasing inventory levels, particularly in higher-
priced cabins, and average listing prices surpassing investor expectations raise questions about the overall health
and balance of the market.
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Not a bust…the short-term rental market in Q1 and Q2 of 2023 experienced a return to normalcy. On a per
unit basis, revenue generated has dropped 25% to 30% from 2022. Although not explicitly mentioned in the
report, it is worth noting that the revenue per unit in the short-term rental market remained 20% higher
compared to 2019. This suggests that the current revenue numbers could be the "new normal". 

The overall condition of the Short Term Rental market in the Smoky Mountains is healthy. Those who
purchased from 2019 through 2021 are still experiencing great returns. With the price discrepancy between
active listings and rental revenue, new buyers will need to work hard and be patient. When you buy, make
sure you buy right. Nice, clean, well located cabins with the right amenities are still performing well.

Smoky Mountain STR Report

Bedrooms
1

2

4

6

3

5

Occ. Rate Gross Income Purchase Price Cash Flow ROI

73%

65%

60%

60%

59%

58%

$183

$227
$294

$405

$524
$817

$48,760

$53,856
$64,386

$88,695

$112,843
$172,959

$509,439

$619,713

$829,635

$1,039,000

$1,217,619

$1,633,179

-$615

-$1,057

-$1,699

-$1,474

-$1,054

$332

-12.49%

-17.55%

-21.16%

-14.58%

-8.94%
2.04%

Nightly Rate
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-6%
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Nightly Rate

Q3 Report vs Q4 Report
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-9%
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Don’t get too excited here! Changes and shifts in the Condo market typically lag behind the
Cabin market around 6 months. This means market conditions can take 6 months longer
to manifest. The current numbers for condos closely resemble the numbers observed for
cabins six months ago. Looking ahead, it is anticipated that the next market report will
show condos starting to respond to market conditions in a manner similar to cabins in the
present report. As cabin prices are likely to decline, this will put pressure on condos
priced above $350,000 as they will begin to compete with studio/1 bedroom cabins. 

Smoky Mountain Condo Report 

Bedrooms
1

2

3

Occ. Rate Gross Income Purchase Price Cash Flow ROI

68%

55%

53%

$174

$204
$282

$43,187

$40,953
$54,953

$254,213

$404,753

$537,114

$731

-$384

$-22

30.29%

-5%

-0.049%

Nightly Rate

Q4 Sales
% Units

% Sale to List

YoY

YoY

YoY

YoY

Average Price

Median Price

Average PPSF

Average SF

1 Bed 2 Bed 3 Bed
34%

95%
$242,106

11%

$252,500

16%

$391

6%

649

5%

53%

95%
$387,317

9%

$365,000
4%

$382

6%

1024

4.5%

13%

93%
$469,567

4%

$402,500

-13%

$336

4.5%

1405

-1%

Total Active Condo Rental Listings

See Recent Condo
Sales



Market Report by Local Realty Group

Have questions? Send
your question in for

Market Talk on July 25th!


