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Why so many apartments?

Why so many Build-to-Rent projects?

Why is housing unaffordable?

Why so much warehouse space?

Why can’t developers build Kierland 

Commons here?



Real estate is a service to society.

It services “actionable” demand (market).

It requires lots of financing – debt & equity.

Private property rights can’t be ignored.

Goodyear is part of a region – the market is 

the region.  



Here is the story of the market – why 

developers are acting like they are.  



Single Family Housing – Median Sales Price



Single Family Housing – Median Sales Price

Fed Funds Rate June 
8, 2009   0.17%

Fed Funds Rate Nov. 
30, 2015   0.13%

Fed Funds Rate March 
30, 2020    0.05%

Not just low 
interest rates 
driving price 
increases

Fed rate increases 
begin Fen 2022

Rapid Home Price 
Increase



Why Rapid Rise in Home Prices?



Phoenix Metro Existing Homes Inventory

Source: ARMLS Sept, 2023

0.89 months



Total Existing Homes Inventory

Source: ARMLS March, 2023



Single Family Housing – Median Sales Price

Adjust to trend line



All Transactions House Price Phx 1985 – January 

2023

Long term trend line

Mid-term trend line



All Transactions House Price Phx 1985 – Sept 2023

Long term trend line

Mid-term trend line



Avg and Median Sales Price August 2023



Average Earnings to Home Price Index

Note: Median Price Sept 2023 - $435,000
           Avg - $547,000



New Home Sales by Price Metro Phoenix

Only 23% New Homes
Below Median Price 



% Population able to Afford Median Price Home

18.3%

Source: Census Bureau 



Existing Home Inventory Below Median Sales 

Maricopa & Pinal Total Listings   12,024

Listings at/or Below Median Sales Price 4,202  (38%)

Listings at/or Below $350,000   2,408  (20%)

Listings at/or Below $300,000   1,469  (12%) 

 
Source: ARMLS April 29, 2023



U.S. Housing Supply v. Prices

Price Change

Supply Change



Single & Multi-Family Building Permits

12 years of under-
building Housing



Single & Multi-Family Building Permits 2022-23

New Inventory YOY



New & Existing Homes Sales

35% of New Home Sales
$350K to $400K

47% > $450K

Difficult to add inventory



Development Pattern - Single Family Housing

Shifting 
Development 
Pattern



Growth Pattern

2023-2040

Growth -
West and South

West Valley - 52%
Pinal County – 22%



Multi-Family Market

Avg. Asking Rents

1Q/2022  $1,544
4Q/2022  $1,522
1Q/2023  $1,525

Source: Kidder Mathews



Multi-Family Market

New Construction 
far exceeded 
absorption



Multi-Family Market

Avg. 1999-2018  6,424 
Avg. 2019-2022  14,585 

Source: Northmarq Capital



Industrial Market



Industrial Market

Past two years, demand outpaced construction led to 
historically low vacancy rates. 

This will shift in 2023 with new supply greater than 
absorption, resulting in rise in vacancy rates. 

Slower construction will help stabilize the market. 

Phoenix’s strong economic fundamentals remain in demand 
and will continue to attract users from across the globe.



Industrial Market

332,158,428 s.f. Total existing supply

2022 record metro net absorption @ 27MSF - 4.0 million sq. ft. in Q1 2023

2.7% Total vacancy

The 45.8M SF UC will be delivered over next 18-24 months

Entitled/Improved industrial land - $12-$15psf (Vegas/SLC @ $30psf....SoCal @ 
$60 to $150psf)

Source: JLL Tony Lydon



Office Market

Source: Cushman Wakefield



Office Market

20% In Office all the time 



Office Market

60% Prefer 
Hybrid

33% Prefer 
Remote

-53% Decline 
in Preference 
for on-site



Office Market

Source: Cushman Wakefield



Retail

Source: Kidder Mathews

8 of last 9 years 
absorption far 
exceeded new 
construction



Retail

Source: Kidder Mathews

Vacancy Rates 
dropped and 
rents increased



Retail

Source: Kidder Mathews

Cap Rates 
dropped and 
Values increased



CAP Rates All Commercial Property Types

Interest Rates go up, 
CAP Rates go up = 
values go down

New projects & 
refinance don’t 
pencil

Credit Crunch



Bank Exposure to Commercial RE Loans

• Loans originated 2018 – 2020 Mature
• Diverse Exposure – 38.7% Banks
• Concern is Community Banks
• Credit issues nation wide Republic Bank 

didn’t help)



CMBS Origination Volume

CMBS conduit lending shrank 
to 3.8 percent of non-agency 
loan volume in Q2 2023, down 
from 15.7 percent in Q1 2023. 
Industry-wide CMBS 
origination reached $16.5 
billion in H1 2023, down from 
$49.9 billion in H1 2022.



CMBS Origination Volume

Volume lowest since 2009



Commercial Property

Rate hikes, fears of a recession, make it challenging to finance new projects 
and refinance existing debt – adding new space to meet demand challenging 

Rate hikes have also led to a decline in property sales

Investors and lenders are being more cautious

Default risk increased could be very problematic if rates increase more and 
the economy slows. 



Industrial Q2/23

Net absorption hit 1.5 million sq. ft. in Q2 2023.

Year-over-year, the vacancy rate increased 10 basis points (bps) to 3.4%.

Fifteen buildings were delivered for a total of 1.7 million sq. ft. in Q2 2023 - 
primarily speculative distribution in the Southwest and Southeast Valleys.

Construction activity increased in Q2 2023 with 52.4 million sq. ft. under 
construction, which reached a new high for construction product underway.



Commercial Lending Q2/23

CBRE Lending Momentum Index, tracks pace of CBRE-originated 
commercial loan closings in the United States, declined by 5.4 percent 
from Q1 2023 and 52.2 percent when YOY.



Forecast

• COVID impacts continue to affect market
• Employment Growth continues to drive population growth = Demand/Supply imbalance.
• Industrial development very strong slows toward year-end 2023 – expect +/-20M SF delivered.
• Still hard to add new housing - supply remains very low - Millennials push household formation.
• Home prices continue rise – Inventory remains very low – “lock in” effect helps keep inventory 

of existing homes tight – new construction a must but has its own issues.
• Homebuilding - single family new construction continues but rate of price growth slows - land 

costs, supply chain issues and labor costs issues – expect +/-23,000 new units. 
• Retail follows roof-tops – slow and steady growth
• Multi-family underwriting slows dramatically – Valuations and credit concerns, land supply & 

material cost – slow delivery of units. Rents soften then pick-up continue to grow but slightly 
slower due to affordably.

• Office – We’re not Chicago, NYC, SF - Still demand for best located, quality office due to 
employment growth. 



Concerns

• Just as supply is increasing, softening pricing, credit slows new growth – 
Makes tight market worse. Underwriting for all segments impacted.

• Affordability/Homelessness remains issue – Market can’t fix need policy. 
Need more housing – bad time to constrain.

• Conflict with growth pattern and water – Water policy may cause change in 
development patterns long term.

• Capital markets slow all underwriting – constrains inventory, keeps prices 
up.


