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Introduction 
 
“My motto is: More good times.”  

― Jack Nicholson  
 
Sailors know that when things are going well, you try and keep an even keel. Keep things balanced 
and steady.  The results of the recent commercial broker’s survey indicate the commercial real 
estate market remains balanced and we keep sailing along at a steady pace in line with demand. 
The 10 months following the Presidential election have been socially tumultuous but that has not 
affected the real estate market. There is still uncertainty with national and global issues which may 
impact markets but these seem to be a secondary concern. One participant stated “I don’t really 
know if we’ve got anything out there from the Feds that is going to dramatically affect what we’re 
doing for a living, except maybe healthcare because no decisions are being made”. The fall 2016 
survey results showed that after 1½ years of 100% Respondents believing metro Phoenix market 
was moving in an upward direction the percentage dropped to 88%. The election is over and the 
surprise behind us, confidence seems to have returned. When asked, 92% said the commercial 
market was moving upwards. One Respondent stated “One of the things to note is that the response 
options included: expansion, recovery, correction, maturity, and recession. The good news is that 
no one picked recession.” Although many of the survey results are similar to previous reports of 
survey results, it is interesting to note that after reaching a high of 90% of Respondents saying we 
were in an Expansion mode in October 2015, the percentage fell to 52% in October 2016 but has 
steadily risen again to 67% in this recent survey. This is paired with a decline in respondents saying 
we were in Recovery from 22% to 9%. When you look at all of the survey results it is pretty clear 
that some uncertainty and a cautious attitude among Respondents remains, but the type of growth 
we have indicates solid economic fundamentals are keeping the commercial brokerage community 
feeling positive.  
 
When the results of the survey were discussed at the Forum, the participants continued to express 
confidence in the market when considering the long term outlook, but there is a lack of absolute, 
unconditional confidence in the short term. Growth continues, and there is still very little 
speculative development that would indicate overbuilding. Supply seems to be matching demand. 
The recovery continues to spread slowly to sub-markets that were previously unaffected. When 
discussing the market and survey results with Forum members, it is impossible to make categorical 
observations unless it is prefaced with “It depends.” Forum members still referred not to just sub-
markets but to micro-markets – areas within sub-markets. This is as good an indication of the state 
of the market as any –a very granular analysis is still needed to understand potential for any given 
product in any given sub-market. We are certainly not over building and possibly we are in 
equilibrium – developing only what is needed to keep the market stable.  
 
The market is, and has been, user driven. Any speculative development that is underway or 
planned, is very tactical and providing supply the market wants because available space is obsolete. 
When you look at the trends, and read the comments of Forum members, one conclusion that can 
be made is that expansion is continuing and that is creating a positive sentiment about the next six 
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months. This positive sentiment is also evident in response to the question “Are local economic 
development programs and the real estate market aligned? 62% of Respondents said Yes, a 
substantial increase from 1 year ago, and 35% said “Not yet, but improving” which is down from 
51%. This means that as a metro area we have an effort to drive our economic expansion that 
matches our market. This is good news. Concerns still exist and the geography of the expansion is 
still not uniform – some products and submarkets are doing much better than others but we are 
beginning to see supply added to areas of the Valley that had not benefited from recovery. Demand 
is beginning to push opportunity for expansion to submarkets other than the core areas.  
 
Background 
 
The Forum has now been held for 4 consecutive years (ten separate surveys). It was first held in 
October 2013. This report includes results of a survey conducted in September 2017 and a 
discussion with Forum members held on September 28, 2017 about those survey results. The 
survey was sent to over 850 commercial real estate sales persons and brokers from all segments of 
the commercial real estate market relating to all commercial product types. More than 204 
responded*. This report presents the results from those respondents and comments made by 
members of The Commercial Real Estate Brokers Forum. The Forum is composed of 15 of the 
Valley’s most successful commercial real estate brokers representing all major product types, 
brought together by the W. P. Carey School of Business and the Center for Real Estate Theory and 
Practice with the assistance of Pete Bolton of the Pete Bolton Company and one of the most 
respected people in commercial brokerage. The purpose of the Forum is to provide meaningful, 
insightful and relevant input on the commercial real estate market in Phoenix. The Forum members 
come from a variety of sectors and specializations as well as a cross-section of the many brokerage 
houses in the Valley. The Center for Real Estate Theory and Practice conducts the survey and 
brings together the Forum every six (6) months to discuss and track the perceptions, insights and 
trends in the Phoenix commercial real estate market. The comments presented in this report are 
those made by Forum members during a meeting to discuss the survey results. 
  
One objective of the Forum is to seek informed opinion and to hopefully achieve consensus on 
forward-looking key indicators of the commercial real estate market in the Phoenix metropolitan 
area. The Forum is an open discussion about the survey results and what is happening “on the 
street” in commercial real estate. The combination of the survey results and the discussion with 
Forum members, is used to detect current trends, discover similarities and differences among 
various sectors and submarkets and document anecdotal evidence, opinions and insights. This 
report is a summary of their opinions.  Each session builds on previous surveys and the information 
gathered is synthesized chronologically to provide an indication of trends.  
  
The following charts indicate the survey results of all Respondents and the comments are those of 
Forum members made during discussion of the survey results. The responses are anonymous. This 
is done so that Forum members feel comfortable providing unbridled opinions. Reading the 
comments will give readers a sense of what these important players in the commercial markets are 
thinking. Readers should note that the comments are those of the brokers and are as close as 
possible to being verbatim. This is not a refined analysis of market conditions. 
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It is clear from the results of this edition of the Forum that those who know this market best are 
feeling slightly more certain about where we are heading and remain confident the metro area will 
continue to expand at least for the next six (6) months. Cautious optimism remains the norm.  
 
These are the forward-looking opinions of the professionals who are in the market every day and 
know it best. These survey results are their opinions based upon their experience.  
 
Mark Stapp 
Executive Director, Master of Real Estate Development 
Director, Center for Real Estate Theory and Practice 
Fred E. Taylor Professor of Real Estate 
 
 
* Some Respondents only answered questions to their specific product type such as Industrial or 
Retail, while others answered questions about all of the product types. All Respondents answered 
questions about the Market Overall. 
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Below are consensus statements made by the panel and charts that show responses to survey 
questions asked of the Forum members. As noted earlier, the survey went out to 850 commercial 
real estate sales persons and brokers. For this report we have included all responses whereas in 
previous reports we chose to show only positive responses (such as “Up”). 
 
 

THE MARKET OVERALL  
 
STATEMENTS on the overall market in Metro Phoenix: 
 

• My opinion would be stationary because it depends on if you are an owner or a tenant.  
• Will the number of people who have stopped working or have stopped looking for work 

affect the commercial real estate market? - This is interesting, because remember during 
the Great Recession we obviously had a completely different answer, and now 25 percent 
said absolutely. Where are they living? 

• I deal with welders. I deal with construction guys. They can’t keep people on their job 
site to save their life. 

• Is that because they are going elsewhere or because they just don’t want to swing a 
hammer anymore? Or both? 

• If you are paying $15, the next guy down the street is paying $15.50. They are going to 
walk off your job site and go over there. 

• It’s not that they are not working or don’t want to work. It’s just that they are constantly 
looking for better opportunities. 

• A lot of skilled laborers have left the state and the average age of the remaining skilled 
laborer has to be over 50. 

• We don’t have enough welders or masons. I don’t know when the young people are going 
to go back into the trades, because there is a lot of money to be made there. 

• The only way to get people back in the trades is through wages. Therefore, all 
construction costs are going to have to go up even higher. 

• The one thing when you’re talking about the millennials, is it’s basically call center, and 
some food service.  There are lots of call centers in Tempe, and other places, too. They 
are making $14.50 an hour to take phone calls to approve somebody’s medical card.  

• There are no other jobs anymore, unless you are very specialized in your skill set. 
• The value of a degree today is only based upon where you can take that knowledge when 

you graduate. A lot of these employees have degrees, and they’re working at call centers. 
• I don’t really know if we will see anything from the feds that is going to dramatically 

affect what we’re doing for a living, except maybe healthcare because no decisions are 
being made. 

• A big factor is what happens with interest rates. If interest rates go up, then cap rates are 
going to start to slip. 
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• The cap rate really depends on the product type. A lot of the really core retail is still 
getting phenomenal cap rates, because it is hard to find. The other thing that is looming is 
what’s going to happen with tax reform. If they do away with the 1031 exchanges, that is 
going to significantly impact our whole business. 

• I talked to somebody who has been in economic development for 20 years, and they said 
that they have never seen more companies looking at Phoenix. 

 
 Where are we in the cycle? 
 

 
 
 
In what direction is the metro Phoenix market moving? 
 

 
 
 
Will the number of people who have stopped working or stopped looking for work affect 
commercial real estate markets? 
 

 
 
 
Are local economic development programs and the real estate markets aligned? 
 

 
 
 

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17
Expansion 13% 0% 47% 8% 58% 90% 71% 52% 59% 67%
Recovery 87% 100% 53% 92% 33% 10% 29% 22% 22% 9%

Correction 0% 0% 0% 0% 9% 0% 0% 3% 7% 3%
Maturity 0% 0% 0% 0% 0% 0% 0% 22% 12% 21%

Recession 0% 0% 0% 0% 0% 0% 0% 1% 0% 0%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 33% 73% 27% 84% 100% 100% 100% 88% 92% 90%

Down 33% 0% 7% 8% 0% 0% 0% 1% 1% 0%
Stationary 21% 27% 66% 8% 0% 0% 0% 11% 7% 10%

No Response 13%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Absolutely 20% 90% 87% 92% 36% 27% 29% 43% 41% 25%
Not At All 0% 10% 13% 8% 9% 64% 64% 25% 42% 50%

Not Yet, But It Will 80% 0% 0% 0% 55% 9% 7% 32% 17% 25%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Yes 38% 46% 62%
No 11% 11% 3%

Not Yet, but Improving 51% 43% 35%
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Is uncertainty in the federal government affecting the commercial real estate market and 
hindering our local growth potential? 
 

 
 
 
How will changes in Federal regulations related to commercial real estate lending affect the 
market over the next 6 months? 
 

 
 
 
Where are interest rates for commercial loans headed in the next six months? 
  

 
 
 
Where are investor returns headed in the next six months?  
 

 
 
 
Has cap rate compression helped effect gains in core real estate values over the past six 
months (April 2017 – September 2017)? 
  

 
 
 
 
 

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Yes 100% 100% 100% 83% 82% 71% 57% 37% 46%
No 0% 0% 0% 17% 18% 29% 43% 63% 54%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Positively 6% 56% 31%
Negatively 53% 18% 24%
No Change 41% 26% 45%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 93% 9% 0% 25% 18% 45% 36% 48% 81% 52%

Down 7% 0% 21% 0% 0% 0% 0% 1% 1% 2%
Stationary 0% 91% 79% 75% 82% 55% 64% 51% 18% 46%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 20% 18% 7% 0% 6% 55% 36% 26% 19% 21%

Down 47% 18% 14% 8% 13% 9% 14% 23% 29% 22%
Stationary 33% 64% 79% 92% 81% 36% 50% 51% 52% 57%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Yes 60% 100% 80% 100% 100% 100% 86% 86% 75% 75%
No 20% 0% 20% 0% 0% 0% 14% 14% 25% 25%

No Opinion 20%
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Will cap rate compression continue in the next 6 months (October 2017 – April 2018)? 
  

 
 

 
What is the overall feeling about the metro Phoenix commercial real estate market? 

 

 

 
OFFICE MARKET 

 
STATEMENTS on the OFFICE Market: 
 

• Highest rental rates for medical office are in the Southwest Valley, because there’s been 
nothing being built. There are lists of people who need space or want to build their own. 
Almost all are waiting for a decision on healthcare. It is $33 a square foot to rent space in 
the Southwest Valley. There are waiting lists for Palm Valley. It’s just an interesting 
dynamic. Then in Scottsdale, there is 22 percent vacancy rate at 92nd and Shea.  

• A lot of this is affected by the amount of ownership in North Scottsdale versus the 
Southwest Valley. Because of the costs of construction, no one can afford to build an 
ownership opportunity in the Southwest. Everyone is just waiting. We have all these 
LOIs out, but every time we talk to them they say “Well, I don’t know.”  

• The Southwest Valley is most affected , because they have a big Medicaid population and 
until healthcare is settled, no one is going to make a  move.  

• There are a lot of large deals (80,000 square feet plus). Some of those deals are 
consolidations. We haven’t accounted for the space that they’re relocating from. There’s 
going to be a lot of space coming to the market.  

• There are maybe 15 large space deals in the market right now. A lot of them are going to 
be new product as well. 

• In some sub-markets Class A vacancy rates are going to go down and there are two 
reasons for that.  We are still a value market for the national tenants. There is a national 
client that just renewed for $45 at Hayden Ferry and that is probably their least expensive 
lease in the country. And, any new product that is being built as Class A is probably 
going to get leased.  

• In downtown L.A. the prices are double what they are here, $78 to $85 a square foot -  
Santa Monica, Beverly Hills, North, South LA - that whole area is insane. They can’t 

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Yes 53% 30% 21% 50% 73% 55% 50% 45% 48% 48%
No 47% 70% 79% 50% 27% 45% 50% 55% 52% 52%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Optimistic 100% 100% 100% 100% 100% 100% 94% 97% 98%
Pessimistic 0% 0% 0% 0% 0% 0% 6% 3% 2%
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really build anything new, because everything is filled. The neighbor’s don’t allow them 
to go any higher. The rates are just crazy. It’s very interesting.  

• But in metro Phoenix they are paying $44 per square foot, and and have a nice park 
environment and they think, “this is a great place”,  and their employees can get a house. 
They can get an apartment. 

• We are starting to see a lot of subleases. This is one area to watch—again with the pricing 
being inexpensive. It’s great that new product is being built and is getting preleased. Then 
it’s pulling from our existing product in a lot of cases.  

• The question is how is that product going to compete or is more new product going to be 
built? What are the price points? In most sub-markets the prices are going up in the class 
A, so the class B will continue to rise as well. 

• The positive side of shadow spaces is they are still paying rent, we think.  
• The biggest push is becoming for data centers with  higher paying jobs. People are 

realizing if we get our utility rates down a little bit more, we’d be ultra competitive. 
• In terms of class B space on Camelback Road. The question is still vacancy, there is not a 

lot of absorption happening. There is obviously a lot of patient money. They want their 
rates. 

• Big box office space is a different type of product. That also is driving rates. A lot of the 
question is when products are going to the market. That’ll give us a good taste of what 
investment activity is for a large product. Their rates are going to be high. It’s easy to 
justify other rates on renewals. There is starting to be more sublease space. Actually the 
sublease space at a discount is doing fairly well.  

• It is getting harder to transact. Landlords are pushing back, because the TI costs are so 
expensive even if they had the vacancy and it’s 30 percent higher to do the TI costs, they 
can’t economically make sense of a deal. In that regard, the landlord might say I’m better 
off not doing the deal. 

• There is a lot of expansion in Medical Office. There’s building going on. Not in the 
Southwest Valley, but a fair amount in the Southeast Valley. 

• Medical Office is active. We are touring space all over, it is just really difficul to get it 
finalized.  I think they are all trying to get the feel for what will become of healthcare. I 
think we’ll be really busy finalizing things once the decision is made out of our elected 
officials.   

 
Where are office vacancy rates headed in the next six months?  

 

 
 

 

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 0% 9% 0% 18% 0% 9% 0% 5% 0% 3%

Down 67% 64% 21% 73% 73% 64% 79% 75% 84% 82%
Stationary 27% 27% 79% 9% 27% 27% 21% 20% 16% 15%

No Response 6%
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Where are Class A office vacancy rates headed in the next six months? 
 

 
  
 
Where are Class B office vacancy rates headed in the next six months? 
 

 
 
 
Where are Class C office vacancy rates headed in the next six months?  
 

 
 
 
Where are office rents headed in the next six months?  
 

 
 
 
Where are Class A office rents headed in the next six months?  
 

 
 
 
 
 
 
 
 

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 14% 4% 13%

Down 65% 77% 67%
Stationary 21% 19% 20%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 14% 2% 10%

Down 68% 82% 72%
Stationary 18% 16% 18%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 20% 22% 33%

Down 30% 29% 15%
Stationary 50% 49% 52%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 33% 9% 15% 42% 75% 82% 71% 72% 78% 85%

Down 7% 18% 0% 16% 0% 0% 0% 0% 0% 3%
Stationary 47% 73% 85% 42% 25% 18% 29% 28% 22% 12%

No Response 13%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 80% 83% 77%

Down 0% 0% 0%
Stationary 20% 17% 23%
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Where are Class B office rents headed in the next six months?  
 

 
 
 
Where are Class C office rents headed in the next six months?   
 

 
 
 
Is this a tenant or landlord office market?  
 

 
 
 
Will we see more Office Spec Development in the next 6 months? 

 
 
 
How will the amount of available shadow space change in the next 6 months? 
 

 
 

 
 
 
 

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 68% 77% 77%

Down 4% 4% 3%
Stationary 28% 19% 20%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 25% 29% 18%

Down 16% 8% 10%
Stationary 59% 63% 72%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Tenant 93% 92% 82% 70% 71% 38% 37% 30%

Landlord 7% 8% 18% 30% 29% 62% 63% 70%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Yes 70% 70% 77%
No 30% 30% 23%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Increase 27% 22% 31%
Decrease 39% 37% 26%

No Change 34% 41% 43%
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INDUSTRIAL MARKET 
 
 
STATEMENTS on the INDUSTRIAL Market: 
 

• The institutional people like industrial and are borrowing money at less than two percent. 
As a result, they are going out and absolutely driving the cap rates down, sub six, 
depending on the credit.  

• The economic development groups have three pages of businesses looking to come here. 
That could range from 10,000 square feet to a million square feet. It only goes back 90 
days.  It’s manufacturing, too, which is interesting. 

• I think that if inflation goes up cost of capital goes up, and the feds raise the rate which 
will keep a steady one, two percent GDP growth.  

• What used to be a $50 a square foot industrial owner-user building now costs $85. It is 
still less expensive to own, to underwrite it, to appreciate it, to grab the appreciation. It 
deals more with the function of a market and what’s available. 

• There are no 40,000 to 100,000 square foot buildings going in.  Everyone is building big 
box. 

• The size of the users has also increased. In 2015, there were 8 transactions over 200,000 
square feet. Last year, there were 15. This year, I think there are 12 or 13. We should be 
on track to meet or beat last year’s stat. The average user size is going up.  

• The spec development is also a way to measure activity. There are several 500,000 plus 
spec buildings coming out of the ground in the West Valley. 

• Amazon just signed another half a million square foot deal about a month ago, now they 
have four and a half million square feet in Phoenix.  

• As you get into Chandler and Tempe with everything that Intel is doing, there is a lot of 
high tech and bio-manufacturing. West Valley is the same thing.  

• There is still some ecommerce, but you also have companies that have jobs that are less 
expensive here than California. Population growth that supports it.  

• People are a little more conservative about spec build. Now there are two spec projects 
coming out of the ground. They are already trading proposals on both of the buildings 
before they are delivered. 

• You lease one, you build two. That’s how we operate in this town. Our vacancy is in the 
high single digits, which is healthy for building. 

• For example, there is a 552,000 square foot project in Chandler that was built in 2008, 
and there are three original buildings on the site that are 16 foot clear, two of the three, 
that sat vacant forever. Then this time last year, all of the sudden, we started having users 
fighting for a 40,000 square foot, 16 foot clear building, because it had several thousand 
amps of power in. They didn’t care about the clear height. They were gonna be 
manufacturing. The profile of the tenants changed. I think some of those buildings will 
benefit from this if they have power. 

• If [a building] doesn’t have power, there is not much demand for it. 
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• In some places you can add power and in some cases you can’t, but if you can, it will 
often be really expensive and the power company response time can be very slow so 
buildings with it are more attactive. 

• It helps if you have a user that’s ready to go. If you’re doing it on spec, nobody is going 
to actually pull power and pay for it.  

• The industrial market demand depends on size. If people want 50,000 to 100,000 square 
feet in the Southwest Valley, they have got 20 options. If they want big box, they may 
have half a dozen or less. It is absolutely a case-by-case scenario.  

• The spec development market has been cautious, as many people got burned. Especially 
the ones who built 500,000 square foot buildings or more that just sat vacant for forever. I 
think you’re seeing the people who are willing to pull the trigger. They feel like they’re 
going to be ahead of the game. It’s just not as crazy willy-nilly as it once was. 

• In the Southwest Valley, developers are strictly doing build-to-suits. They will not do a 
spec development. They’ve got a great land basis, and all the land, for the most part, is 
spoken for with big national developers. They won’t pull a trigger. You’re gonna see the 
smaller local or even regional companies really fight for good space. 

 
Where are big box industrial vacancy rates headed in the next six months? 
 

 
 
 
Where are big box industrial rents headed in the next six months?  
 

 
  
 
Is this a tenant or landlord industrial market? 
  

 
 
 

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 33% 18% 14% 0% 0% 0% 21% 14% 10% 17%

Down 27% 36% 7% 58% 36% 40% 58% 50% 71% 63%
Stationary 27% 46% 79% 42% 64% 60% 21% 36% 19% 20%

No Response 13%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 13% 0% 7% 9% 0% 0% 36% 27% 48% 54%

Down 27% 18% 13% 36% 8% 30% 7% 5% 7% 0%
Stationary 47% 82% 80% 55% 92% 70% 57% 68% 45% 46%

No Response 13%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Tenant 100% 100% 83% 73% 64% 57% 82% 48% 67%

Landlord 0% 0% 17% 27% 36% 43% 18% 52% 33%
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Will we see considerable Spec Development in the industrial market over the next 6 
months? 
 

 
 

 
RETAIL MARKET 

 
STATEMENTS on the RETAIL Market: 
 

• In the retail world, there are not a lot of tenants. The universe of users is getting smaller 
and smaller or they’re changing dramatically to medical and services. 

• Some of the retail buildings are getting repurposed for different uses and that is driving 
down the vacancy rate. 

• It’s like every six months we have a different thought on what’s happening. 
• It depends on the intersection. Sometimes it depends on the corner of the intersection. We 

are all over Maricopa County, and it really depends on if the location is 35th Avenue and 
Northern, that’s one story or if it’s Shea and Scottsdale Road, it’s another story.  

• The whole question is what’s going to happen to the shadow space?  
• Everything has to get repurposed and that means really expensive TI’s. 
• The definition of big box is up for grabs. One of the brokerage firms puts out a report of 

10,000 feet or larger. During the recession, we had 300 of those. It had gone down 
probably into the low 200s, a year or two ago. Now it’s going up again, because we’ve 
got so many bankruptcies that are taking place. 

• Retail is a very uncertain marketplace right now, everyone is trying to figure out what is 
going on. 

 
Where are retail vacancy rates headed in the next six months?  
   

 
 
 
 
 
 

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Yes 32% 63% 46%
No 68% 37% 54%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 13% 9% 50% 0% 27% 9% 29% 0% 13% 24%

Down 61% 18% 7% 64% 46% 55% 42% 75% 56% 64%
Stationary 13% 73% 43% 36% 27% 36% 29% 25% 31% 12%

No Response 13%
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Where are retail — anchored center rents headed in the next six months?  
 

 
 
 

Where are retail - unanchored center rents headed in the next six months? 
 

 
 
 

Where are retail — big box (over 25K square feet) rents headed in the next 6 months? 
  

 
 
 
Is this a tenant or landlord retail market?  
 

 
 
 
Will we see an increase/decrease in Big Box Absorption over the next 6 months? 
 

 

 
 

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 47% 36% 20% 42% 45% 80% 64% 50% 48% 36%

Down 7% 9% 20% 16% 0% 10% 0% 0% 11% 7%
Stationary 33% 55% 60% 42% 55% 10% 36% 50% 41% 57%

No Response 13%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 27% 14% 18% 0% 9% 28% 36% 0% 27% 33%

Down 13% 14% 0% 42% 55% 36% 7% 25% 19% 31%
Stationary 47% 72% 82% 58% 36% 36% 57% 75% 54% 36%

No Response 13%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 13% 0% 8% 0% 0% 10% 21% 50% 14% 5%

Down 7% 36% 46% 25% 70% 60% 29% 25% 30% 45%
Stationary 67% 64% 46% 75% 30% 30% 50% 25% 56% 50%

No Response 13%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Tenant 100% 100% 100% 100% 80% 79% 75% 44% 48%

Landlord 0% 0% 0% 0% 20% 21% 25% 56% 52%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Increase 50% 49% 33%
Decrease 25% 24% 23%

No Change 25% 27% 44%
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MULTIFAMILY MARKET 
 
 
STATEMENTS on the MULTIFAMILY Market: 
 

• Multifamily is coming back to the West Valley.  
• Occupancy is increasing in certain locations. There are pockets that just got overbuilt. 

Many built at the same time, same product type. The high-end urban stuff. Those are 
going to suffer a little bit. Overall, occupancy is pretty strong. 

• Most everything that is being built is Class A. It’s all in three or four pockets. They all hit 
at the same time. I think it’s a blip on the radar. I don’t think it’s a long-term problem. 

• This is interesting as far as vacancy because everyone is trying to escape the $2.20 a 
square foot and go to $1.90 in Bs.  

• It’s interesting because when you’re surveying certain parts of downtown Phoenix or 
uptown Phoenix, some of the A product, brand new product - is not very far from what a 
B product is on rental rates.  

• The B’s have all been purchased in the last three to four years. Then they’ve upgraded 
them, and are now offered at $1.90 which is not a big deal because they are getting $2.20 
a square foot for an A. 

• We do have a really strong demand and that’s not changing for awhile. It’s mostly 
because of the population growth and job growth. Also a culture shift where people just 
like the lifestyle of living in apartments as well as the people who lost their equity in their 
homes and their kids saw their parents lose their homes. There’s definitely a shift that’s 
occurred. 

• Rents can’t be pushed too much higher, and that will cause returns to go down. The 
investor market doesn’t want to put anymore money in, but there remains strong demand, 
but there’s not strong rental rate growthand that’s a problem for investors. 

• It seems more like a supply issue of A product right now, that’s competing hard against 
each other. I think there is some mental changes that have to happen with tenants. They 
have to find somehting worth making that transition from homeownership.  

• It’s perception. Everybody built at the same time in the same spots. I don’t think we got 
overbuilt. I think there will be a culture shift. You look at the rents in L.A. You look at 
the rents in Seattle. You look at the rents in San Francisco. There’s just skyhigh and so 
we are nothing compared to those metropolitan areas. 

• A lot of the A product will move to condos. that shift hasn’t happened yet. Then we will 
start to see a supply shortage. It’ll be interesting. Yes, there is an affordability 
component. We are not addressing that for the lower income levels. 

• Then there is the 12 du/ac stuff, where it basically lives like a single-family house, but 
it’s an apartment.  

• The West Valley hasn’t seen a whole lot of new build, obviously because construction 
costs are too expensive. These guys are going out and doing it for basically a traditional 
house. It’s a similar cost. It’s 900 to 1,300 square feet. They get 20 percent more than the 
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rental next door. They get better rents than anybody else. Some of them have carports, 
some don’t - you don’t have a neighbor above you or below you. You don’t have the 
hassles of an apartment complex. 

• Twelve units per acre is typically what they get. It’s cottages. They’re extremely nice on 
the inside. There’s only been a handful being built. Most are in the East Valley at this 
point. There was one in Palm Valley that was leased out before they could do anything 

• All the master plans have it now. It really started off on defunct lot sizes that were too 
small for everybody else. Nobody wanted to build on them, so these guys came in from 
New York, partnered with some local guys here who built them, rented them, and now 
they’re in six different locations and trying to buy more. They just took advantage of a 
gap in what the builders wanted to do. Now they’re in Denver and Texas. They’re 
expanding all over the country. 

• There’s 250,000 rental homes in metro Phoenix. A four percent vacancy. Those 
vacancies are really where no one wants to live. What’s the alternative? You go to a class 
A, a class B, a class C? You don’t have a yard. It’s really a matter of alternatives right 
now. 

• I just love the fact we’re having this conversation, that we are at the point where home 
values have returned and the market has recovered. In 2010, 2011, 2012. 

 
Where are apartment vacancy rates headed in the next six months? 
 

 
 
 
Where are Class A apartment vacancy rates headed in the next six months? 
 

 
 
 
Where are Class B apartment vacancy rates headed in the next six months? 
 

 
 
 

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 34% 45% 20% 36% 18% 0% 29% 0% 22% 22%

Down 0% 10% 40% 28% 10% 20% 14% 14% 11% 11%
Stationary 53% 45% 40% 36% 72% 80% 57% 86% 67% 67%

No Response 13%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 29% 67% 56%

Down 14% 0% 11%
Stationary 57% 33% 33%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 14% 11% 22%

Down 29% 22% 33%
Stationary 57% 67% 45%
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Where are Class C apartment vacancy rates headed in the next six months? 
 

 
 
 
Where are apartment rents headed in the next six months?  
 

 
  
  
Where are Class A apartment rents headed in the next six months? 
    

 
 
 
Where are Class B apartment rents headed in the next six months?    
 

 
 
 
Where are Class C apartment rents headed in the next six months?   
  

 
 
 
 
 
 
 
 

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 14% 11% 22%

Down 43% 44% 45%
Stationary 43% 45% 33%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 34% 0% 0% 45% 75% 50% 43% 100% 67% 67%

Down 0% 9% 13% 0% 8% 0% 7% 0% 0% 0%
Stationary 53% 91% 87% 55% 17% 50% 50% 0% 33% 33%

No Response 13%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 29% 33% 11%

Down 0% 33% 33%
Stationary 71% 34% 56%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 86% 78% 78%

Down 0% 0% 0%
Stationary 14% 22% 22%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Up 86% 100% 88%

Down 14% 0% 12%
Stationary 0% 0% 0%
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Which multifamily property class will realize the greatest rent growth over the next six 
months (October 2017 – March 2018)? 
 

 
  
   
Have apartment rents for newly constructed projects reached their peak given the current 
market conditions? 
 

 
 
 
Will the availability of labor be an issue in the development of Aprtment porjects over the 
next 6 months? 
 

 
 
 
How much has the cost of materials impacted rental rates? 
 

 
 
 
Will apartment affordability be a concern over the next 6 months? 
 

 
 
 

 
 

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Class A 27% 33% 25% 9% 0% 36% 0% 0% 12%
Class B 0% 67% 67% 58% 0% 57% 71% 33% 44%
Class C 73% 0% 8% 33% 100% 7% 29% 67% 44%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Yes 57% 78% 75%
No 43% 22% 25%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Significantly 29% 0% 67%
Somewhat 57% 78% 33%
Not At All 14% 22% 0%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Yes 100% 78% 100%
No 0% 22% 0%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Yes 57% 55% 67%
No 43% 45% 33%
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LAND/HOUSING MARKET 
 
 
STATEMENTS on the LAND/HOUSING Market: 
 

• Maricopa’s on fire. There’s ten homebuilders down there, but everybody purchased 
basically below replacement costs or at replacement costs of the lots. The dirt’s free 
that’s how they are building more affordable houses. 

• Well, it’s all relative. They get into a deal, then find out they have to pull sewer three 
miles, or the parcel is short on dirt. You got two million dollars in additional costs.  

• Homeowners are buying. They’ve been buying. Last year we were up 15 percent on 
permits. I think we’re up five over that this year right now.  

• Home prices have just skyrocketed. Probably up 30 percent where I live. Maybe 40 
percent. The Chandler market is still recovering.  

• Homebuilders are backing out of margimal land deals, but it’s usually for a good reason. 
They are backing out of land deals because there’s such price sensitivity and they don’t 
think they can make their margins but they’re continuing to look. 

• Homebuilders are acquiring as much as they can.  
• Our market is going towards the affordable side, because that’s what most people can 

afford and those people have the toughest time qualifying. 

 
Have land prices reached their peak? 
 

 
 

 
Have homebuilders stopped buying land?  
 

 
 

 
Are homebuilders backing out of land deals?  
 

 
 
 

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17
Yes 10% 14% 18% 18% 6% 7% 22% 14% 33%
No 90% 86% 82% 82% 94% 93% 78% 86% 67%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Yes 0% 0% 9% 17% 10% 21% 0% 0% 0%
No 100% 100% 91% 83% 90% 79% 100% 100% 100%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Yes 90% 93% 100% 33% 82% 43% 67% 69% 50%
No 10% 7% 0% 67% 18% 57% 33% 31% 50%
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Is the tight inventory for homes on the market affecting the commercial side at all? 
 

 
 
 
Will the difficulty for buyers to qualify and get financning have a great impact on 
homebuilding over the next 6 months? 

 
 
 
What will have the greatest impact on homebuilding over the next 6 months? 
 

 
 

 
INVESTMENT MARKET 

 
 
STATEMENTS on the INVESTMENT Market: 
 

• The market is still robust, especially for the class A product. Lots of institutional money 
out there that needs to get placed.  

• The flow of capital here has been good. There’s a lot of money that wants to be here. It’s 
more selective if you’ve got core assets, class A, right locations. Institutional money is 
just looking for a place. They can’t find it anymore in the coastal cities. The New Yorks, 
the Chicagos, the L.A.s. They’re looking at the secondary markets. Phoenix is high on the 
list. The pool widens. It’s thinner, more selective. That’s a little bit more difficult. 
There’s still plenty of money out there. You’re not gonna get ten offers on a class B 
office building that’s 85, 90 percent leased. 

• They were pretty cautious six months to a year ago. Maybe that’s because they’re still 
investing in tier one markets. 

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Yes 40% 30% 33% 50% 45% 27% 42% 22% 54% 27%
No 13% 30% 40% 50% 10% 55% 29% 78% 46% 73%

Not Yet, But It Will 40% 40% 27% 0% 45% 18% 29% 0% 0% 0%
No Response 7%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Yes 33% 64% 28%
No 67% 36% 72%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
All of the Above 67% 79% 77%

Land Prices 0% 0% 0%
Labor Costs 33% 21% 17%

Material Costs 0% 0% 6%
All of the Above 67% 79% 77%
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• Emphasis is heading to tier one, tier two. We’ve never been and will probably never be  a 
tier one market. We need an ocean. 

• The only spec market we’re seeing is people coming out of a 1031 stuff. There’s no spec 
game unless you’re trading dollars. It’s only been starting recently, because everybody 
that had positions or bought in the downturn, for the most part, was investment capital in 
New York. They were just taking the money back to their funds. We haven’t seen a 
bunch of trading going on.  

• I think part of it is the timing issue.  
• There is a lot of product coming there. And timing has an affect as well. We are right in 

that in between period right now. 

 
Will the flow of nvestment capital into the Phoenix market over the next 6 months? 
 

 
 
 
Where is the capital investment emphasis heading to over the next 6 months? 
 

 

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Increase 29% 60% 46%
Decrease 6% 0% 8%

Dstay the Same 65% 40% 46%

10/13 01/14 04/14 10/14 04/15 10/15 04/16 10/16 04/17 10/17 Trends
Tier 1 Markets 63% 43% 20%
Tier 2 Markets 37% 57% 80%
Tier 3 Markets 0% 0% 0%


