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QUARTERLY MARKET UPDATE - FOR BUYERS, SELLERS, AND INVESTORS 
 

EXECUTIVE SUMMARY – RESIDENTIAL REAL ESTATE MARKET IN 60 SECONDS 
 

The residential market continues to set new highs on sales price with 20% of sales closing above list. This is also reflected in the continuing 
climb of average dollars per square foot for closed sales, sales under contract and active listings.  Trends reflect the strong buyer demand 
against a notable and concerning depletion in inventory, with listings under $300k declining over 50% year over year.  Strong in-migration 
flow of over 200 people per day adding to the local population will support and perhaps accelerate these market factors. 
 

Analyzing the supply side also identifies some notable trends.  First, new build homes flowing into the market at only 25% of the 2005 peak 
will not have a significant impact to improve the inventory as the homes are priced above the $300k mark and located in perimeter 
communities where the demand is limited.  Second, limited lot inventory, severe construction labor shortages and escalating material prices 
will limit the ability of new home builders to respond to increased demand.  Third, infill land is also very limited, and land prices dictate 
development at significantly higher densities to make the numbers work. 
The luxury market is demonstrating some amazing strength as well. In fact, I have a backlog of clients ready to list their home for 
sale, once I identify a great property to purchase for a trade-up, right-size or relocation! As the market continues to heat up with crazy-
low interest rates, projected to go even lower, quantity is not the issue, rather, it is the quality of available properties. So, any time 
spent strategically updating, decluttering and preparing to make the move is time and money well spent to help reduce the already 
stressful process of moving once that great opportunity presents itself in the market.  
 

In summary, all 17 cities that make up our market are strongly favoring sellers. Interest rates are still at record lows in the mid 3% range for 
30-year fixed.  Bottom line for sellers is establishing a realistic achievable sales price so the home will sell in less than the average days on 
market for comparable homes.   For buyers, helping to negotiate to get the best price possible with the realization that prices are trending 
up 3%-7% annually fueled by restricted inventories and increasing buyer demand.   More than ever, the skill and experience of agents will 
be tested as the best active agents compete for business.  
 

As always, I am grateful for the loyalty of my many valued clients over the past years.  Cheers to another record year!  
 
Testimonial:   
“Steve Skarphol has once again been an incredible asset to me when selling my home in Phoenix. The house appealed to a niche mid-century 
modern market, yet Steve very capably marketed it to his fellow realtors and posted to the MCM marketplace on FB. He often accompanied 
prospective buyers and their realtors to home showings as he knew that I was more comfortable having him there. Steve is always available for 
questions or concerns and is constantly assessing the market to gauge that the home was priced appropriately and always adjusted as needed 
so that the listing was fresh. They say that ‘the devil is in the details’ and the fact that Steve handles every detail down to the tiniest made the 
home-selling experience an extremely positive one for me. I have only positive feedback and would not hesitate to use Steve again and am pleased 
to say that we have been working together since 2011. “    
                                                                                                                                                                S.G. – Landlord, Seller & Buyer – Carlsbad, CA.  
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EXECUTIVE SUMMARY – COMMERCIAL REAL ESTATE MARKET IN 60 SECONDS 
 

Multi-family: Robust in-migration must be having an impact on the apartment market because Phoenix is the #1 market for rent growth at 
7.6% YOY.  Investment is up 37% in the first 9 months with over $6B more invested in same time frame YOY.  Phoenix is also holding near 
the top in terms of net deliveries of 7.2k units and net absorption of 8.5k units.  Even with 18k units under construction, this is less than 6% 
of the existing inventory.  Limited resale and for rent single family will only accelerate these market conditions being reflected in downward 
pressure on cap rates now averaging in the mid to low 5% range. 
 

Office: A strong office market continues as Phoenix remains a top A+ rental market.  Net absorption 3.6M sq. ft, a 14-year high., net delivery 
of new space 2.1M sq. ft., and rent growth averaging 4.1%. Prime office is setting new high-rent levels for the Metro-Phoenix Market. Current 
under construction level is 3.1M sq. ft, which is small relative to our large base, but shows market restraint.  Cap rates trending a bit higher 
from the mid to high 6% range.  
 

Industrial:  Logistics is particularly robust as Phoenix expands its role as the inland port of Los Angeles.  Responding to demand from 
Amazon and Microsoft, Phoenix ranks among the top markets for most square footage under construction at 10.6M sq. ft.  Total net 
absorption and net deliveries were also among the top markets with 5.9M and 6.8M sq. ft. respectively.   The cap rates are trending down 
from the mid to high 6% range as Phoenix posts a 6.5% rent growth ranking it among the top markets in the US.  Lack of natural disasters 
and virtually zero weather related transportation delays put us on the top for expansion of logistics-based markets.   
 

Retail: This segment is the weakest but did rank among the top markets for rent growth at 3.6%. That said, net deliveries and 
square feet under construction remain a tepid 1.1M and 1.2M respectively relative to the large existing base. The softness is 
further evidenced by increasing cap rates trending from the mid 7% to over 8%. 
 

Land:  Short on supply for all types of land except land held long term for speculation.  High prices reflecting the shortage and strong demand 
are evident particularly multi-family land sector.  
___________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ 

Rents on the Rise! 
 

 

Month’s Supply by Price Range 
 
 

 

 
SOURCES: Michael Orr, The Cromford Report, The Information Market,   Phoenix Business Journal, The Rose Law Group /Belfiore – Dealmaker 
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