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QUARTERLY MARKET UPDATE - FOR BUYERS, SELLERS, AND INVESTORS 

 
EXECUTIVE SUMMARY – RESIDENTIAL REAL ESTATE MARKET IN 60 SECONDS 
 
 

I hope this market update finds you and your family staying healthy and safe.  Currently, COVID-19 is surging in 42 states, EU 
and Mexico are restricting travel from the US and Canadian PM Trudeau has announced he will not participate in the upcoming 
MCA meeting over COVID-19 and tariff issues.   
 
WHAT TO DO?!   Even amid the chaos sweeping across the Country, the real estate market has rebounded in a sharp ‘V’ pattern 
in this quarter.  So, let us take a closer look at the two pronounced segments pivoting at $500k. 
 
For the market under $500k, a dearth of new listings constrains inventory compelling a strong seller’s advantage in all 17 local 
municipalities as shown in the Cromford Market Index (CMI) table below. The CMI measures supply and demand with any index 
over 110 favoring sellers.  As the table illustrates, seller advantage ranges from Paradise Valley at the luxury end at 151% of 
normal compared to Avondale at almost 500% of normal in favor of sellers.  At the same time, buyer demand is normal, around 
100 in all markets.   
 
The weak supply and normal demand combination creates real frustration and challenges for buyers with multiple-offer 
competition on the best properties pushing 23% of sales to close above list price. The only good news for buyers is 25% of sellers 
are offering concessions to buyers to help make the deal work.  Properties under contract to close now total 10,645 which is 
17.7% above this same week in 2019.  This is shocking when we look at only 4,944 active listings available at this price level.  A 
final note, the continuing low interest rates are also good news for buyers, but they are having to spend more to get a property 
as prices continue to rise.  
 
For the market over $500k including luxury at $1M+, an amazing rebound almost synchronized with the stock market.  New listings 
have remained strong and demand has surged up 62% for properties above $500k. At the same time the over $1M under-contract 
properties soared by 158%. See graph below - talk about a ‘V’ bounce!   The added good news is we have a heathier inventory 
level of 3,550 active listings at $500k and above.   Bottom line for the move-up and luxury market is that it is a great time to be a 
seller and have the flexibility to sell or right size.   The jumbo loan market has also rebounded with more lenders offering jumbo 
loans at very attractive rates for the best credit. 
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Looking ahead, the cloud on the horizon is the Affordability Index, which is heading downward in response to the upward price 
pressure.   It is an additional cause for concern as unemployment, wage rollbacks, burgeoning government debt, social unrest, 
and the pandemic increase strain on a fragile economic recovery.    
 
If you have questions or concerns about your real estate holdings, please call or email.  I appreciate the many referrals from 
clients and colleagues that keep me challenged dealing with residential, commercial, land, investment, and tenant representation 
in Arizona and through-out the US.   Stay Safe, wear a mask in public, and social distance! 
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$1M plus Luxury Homes Under Contract 

 

 
EXECUTIVE SUMMARY – COMMERCIAL REAL ESTATE MARKET IN 60 SECONDS 
 
 

Multi-family:  COVID-19 caused evictions to be stalled until July 22nd.   The effect of a continuing shutdown and job loss are creating 
market instability, yet average rents are increasing and now trending about $1.06 per sq. ft. Rent payment delinquencies have 
eased, but landlords are being materially impacted by the reduced cash flow.    As a result, demand for multi-family investment 
has cooled.  More units are under construction with a recent shift from luxury, which is over-served, to affordable units which is 
severely under-served by tens of thousands of units. The affordable housing ‘gap’ is over 100,000 units in Arizona alone.  
 

Medical Office:   COVID-19 has impacted healthcare resources and professionals dramatically.  Strained beyond capacity, financial 
losses are escalating and the industry focuses on saving lives in the face of exponential infection case growth. This segment of 
the market is definitely on pause for the foreseeable future.  
 
Office: COVID-19 has forced many companies to reset the work environment around operating with the workforce telecommuting 
for work and ‘ZOOMING’ for team & management meetings.  Permanent remote work is now the trend.  Further impacts are being 
felt in the collaborative workspace market as office environments adjust to social distancing, enhanced cleaning and sanitation 
mandated by the pandemic.  Financial strain also evident in this sector as tenants are unable to pay rent which impacts portfolio 
returns for landlords. 
   
 

Industrial:   COVID-19, oddly, has benefited the industrial segment as supply chains evolve delivering products from distribution 
centers directly to consumers and customers.  Strong financial gains in this sector as massive high-cube space is developed and 
absorbed. 
   
 

Retail:   COVID-19 has decimated this segment as restaurants, bars and retail establishments were shutdown with an 
unimaginable number planning to never re-open.  This sector was already struggling before the pandemic.  Adaptation and 
innovation will be required.  There is always opportunity, but no clear direction is apparent as permanent closures and 
bankruptcies dominate the news for this sector. 
 

Land:   COVID-19 No direct impact is evident at this time.  My gut says buy land for the future…they are not making it anymore! 
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SOURCES: Michael Orr, The Cromford Report, The Information Market, Phoenix Business Journal, The Rose Law Group /Belfiore – Dealmaker 

                                                          ARMLS - the most accurate and comprehensive Arizona Real Estate Statistics and Data available 
If you want to opt-out of this Quarterly Market Update, click here info@skarphol.com and type REMOVE in subject line. 
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