
  

 

 
 

                         

EXECUTIVE SUMMARY – RESIDENTIAL REAL ESTATE MARKET IN 60 SECONDS 
 
Market turbulence is becoming the new normal as the fall brings cooler temperatures and spectacular sunsets. The market appears to be 
following the season!  Interest rates have more than doubled in the last 9 months from 3.1% to 7.08% putting the buying-brakes on for 
many homebuyers, albeit buyer demand remains strong.   Sellers are feeling the impact of inventory surging almost 200% in the same 9-
month period from 5,536 units to 16,605 units.   Average days on the market has risen from 9 days to 33 days; now a more normal historical 
duration from list to sale.   Listing price reductions have moved from 500 per week to over 4,000 with 23% of the Active listing experiencing 
list price reductions.   Sales closing with seller concessions has gone from 5% to 16.1% while the ratio of closed sales price to listing price 
is now 97.7% indicating an average 2.3% price concession at close.  Rental rates ballooned from $1,850 to $2,250 or 22% at the same 
time while inventory increased from 1,892 units to over 3,623.  This resulted in similar market behavior with rent growth going flat with 
52.6% of the leases coming in under the listed asking price.   Let’s look at the market segments for additional insight to where the market 
is headed.  
  
LUXURY MARKET:  The luxury market is still robust with equal opportunity for sellers to get their price for their property if it has top-tier 
finishes and is move-in ready. Cash buyers can secure prime real estate with value inflation providing a better return than the stock market 
for the mid to long term investment.  Stock market volatility, the pandemic, and the global unrest has done little to cool this segment with 
30% or more of the active listings closing each month as inventory continues to increase.  Pricing correctly is key for sellers in this market 
as buyers are discerning and won’t be moved by partial or poorly executed updates. Luxury buyers have a good opportunity to secure a 
great property, particularly as we head towards the end of the year. 
 
BUYERS:   Buyers are re-grouping and prioritizing must-haves to cope with the surge in mortgage rates. The perspective should be that 
a property purchased today will ultimately be worth significantly more in the next 5-10 years, so secure the best-fit property that current 
financing will allow to call it home for the near term.  A fragmented recession, meaning strong markets like Metro-Phoenix, will benefit and 
national mortgage rates will recede on recession sentiments creating an opportunity to refinance in the years ahead.  Real estate is the 
best inflation hedge, so homeownership benefits from an inflation cycle and continues to be the best investment to create wealth.   
 
SELLERS:  If your property has not sold in under 45 days on the market, then if the goal is to sell this year, a price adjustment to match 
market conditions is indicated.  Sellers wanting to put their home on the market that have a solid exit strategy or property to move to should 
do so if the property is consistently updated and move-in ready.  Otherwise, if resources permit, a complete professional update to prepare 
the home to achieve a top price should be done to bring the home to market by March 2023 for the peak buying season.  If it doesn’t make 
sense financially to tackle a proper update, then purge, declutter, clean and paint to put the property in the best competitive position  
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possible. All sellers should be prepared to see concessions and price adjustments requested by buyers as we move to a more normal 
seller’s or balanced buyer’s market. 
       

LAND OPPORTUNITIES:   Land has always been a class of real estate investment that I have enjoyed working with in my extended 
career from a 27,000-acre master-planned community in Colorado, residential subdivisions in Southern California, to a single residential 
lot in Metro-Phoenix.   Money can be made acquiring, re-zoning, planning, and subdividing, but capital and a moderate risk-tolerance is 
required. I also think purchasing land strategically in the natural path of growth is a great way to invest for generational wealth.   Buy land 
and build custom is also an excellent strategy requiring additional effort, patience, and capital, but a wonderful way to have it your way in 
a competitive market.  Finally, I also believe opportunities to create ground leases for commercial and multifamily projects is a strategy to 
deploy capital for long term wealth creation. If you are interested and would like to discuss a particular scenario of interest, just give me a 
call.  
    

KEY STATISTICS – Single-family homes:   
Active Listings:  18,605 – up 166% YOY. 
Listings Under Contract:  7,618 – down 33% YOY. 
Sales:  95,026 units – less than 2021 currently, but on strong pace for another record year. 
Sales Volume:  $28.6B year to date, $2.6B more than the total volume for 2021. 
   

EXECUTIVE SUMMARY – COMMERCIAL REAL ESTATE MARKET IN 60 SECONDS 
 

The commercial real estate market is also ripe with turbulence from interest rates soaring, supply chain issues, and global unrest. The 
pandemic has been particularly disruptive for employers and employees as remote work remains a strong preference as companies struggle 
to rebuild the workplace environment and retain the best talent. Businesses are evaluating a four-day work week as one of their strategies.  
 
Inventory remains constrained in industrial and multifamily asset classes. Massive rezoning is underway providing large industrial, mixed 
use and planned area developments to meet burgeoning demand in these sectors. Over 45 international companies were attracted to the 
valley with the help of GPEC bringing 1,000’s of new jobs to the valley.  Arizona has recovered 128% of the jobs lost in the pandemic, so 
despite the turmoil, the next 5-10 years are going to bring amazing growth and progress to the State. 
 
Multi-family:  Robust in-migration ranking has Metro-Phoenix second highest in the nation. This is helping to overcome some of the near-
term hurdles caused by supply chain and interest rate issues. The Metro-Phoenix had a 41-quarter run of positive rental absorption resulting 
in a 4.2% vacancy rate in June. After a 40% rent rate increase since 2019, tenants are looking for roommates and many have opted to 
move back in with family. Rent rates will moderate some, but absorption remains strong as developers continue to deliver new units with 
over 14,000 units being added in 2022. Cap rates are compressed, and investment opportunities limited. 
 

Medical Office:   Metro-Phoenix added over 1.85 million square feet of medical office in the last decade. The total MOB space places 
Arizona as 8th largest in the nation.  Opportunities exist, but the demand remained strong throughout the worst of the pandemic and 
continues to offer limited inventories.   
 
Office:  Sub-lease inventory continues to surge in this segment as workplace requirements adjust to the remote-work and mobile worker 
workforce. Strong labor force growth at over 4% adds over 90,000 new workers to our market. This has fueled modest rent growth of 3.77% 
for an average of $28.62 per square foot. High-end and premium location office inventory is in demand. 
Office users looking to expand in this period of inflation should consider purchase options to accommodate business expansion in the next 
5-10 years. Many leases are indexed to the CPI, so significant rent increases are anticipated. The SBA has great loan programs for 
businesses looking to expand with the real estate as a key component. I have helped several clients navigate this strategy with excellent 
results. Further, companies can syndicate the equity required for the acquisition with employee participation as a viable employee retention 
perk providing passive income opportunities.  So, if you are renting and considering expansion, seeking a purchase option could be a good 
fit. Purchasing a larger facility can always include sub-leasing any excess space to accommodate future growth.  
 
Industrial:  2022 is on pace to surpass the record-breaking 2021 market as vacancy has declined to a new low at less than 2.8%. Strong 
demand continues as net absorption exceeds supply. Developers have 31.2 million square feet under construction as new product is key 
to sustaining this surging asset class into the future. A key inventory shortage in this market segment is small office warehouse spaces 
which is prime incubator space for new businesses. Developing multi-tenant buildings, industrial condos, and business parks are projects 
that I have been involved with and are in my experience wheelhouse, so just give me a call to explore these investments strategies. 
 
Retail:  Metro-Phoenix ranks 6th in household formation among the major MSA’s which has caused a surge in décor and furniture store 
expansion.  Population and in-migration growth is fueling necessity-based leasing around the Valley with Sprouts and Dollar Tree both 
adding space.  Businesses impacted by the pandemic like gyms and sit-down eateries are also expanding causing retail sales to grow 32% 
during the pandemic resulting in record net absorption for 2021 with a full head of steam surging in 2022 as well. Metro-Phoenix has retail 
adapting rapidly to remain expansion friendly for retailers in the months and years ahead. Adaptive re-use for residential, office, employment 
are all investment opportunities in the asset class. Past projects have included converting and rezoning of retail assets to create mixed use 
projects with retail, employment, and multi-family components.    
 
Land:  Long development timelines, construction supply chain, and labor issues continue to make new development challenging. That 
said, land opportunities are available. Land prices have responded to the strong investment demand, so best deals are forward looking 2-
5 years as the recovery continues. Identifying commercial sites, business park parcels and multi-family opportunities is an investment 
strategy that I have deployed successfully in the past and would welcome the opportunity to discuss interest in pursuing these options. 
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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 
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