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Across the U.S., industrial markets continue to see 

positive improvements as they continue to return to pre-

recession norms.  Dr. Peter Linneman, NAI Global chief 

economists, studied 30 of the top industrial markets for 

insight on the status of recovery.  Of these 30 markets, 

22 saw decreases in vacancy in the first quarter of 2015, 

and estimates show that 11 of these markets will be in 

“balance”, using a 6% benchmark vacancy rate to proxy 

supply-demand balance for industrial markets, by the 

end of 2015.  While Phoenix remains one of these 30 

markets with the highest vacancy rates, this is mainly 

due to our relatively small inventory compared to metro 

size, where a single tenant move or new construction 

can move the needle significantly.  

Historically, increases in employment have a significant 

effect on the industrial markets in the U.S. The Linneman 

Associates estimates that for every 100 bps of growth 

in U.S. employment, the industrial vacancy rate declines 

by 72 bps. Assuming that 11.2 million new jobs (8%) 

are created from the first quarter of 2015 through 2018, 

Linneman Associates estimates that the industrial 

vacancy rate will decline by 570 bps over the next four 

years or about 150 bps per year.  Locally, Metro Phoenix 

has seen dramatic improvements in unemployment since 

the highs seen in 2010; as of May the unemployment 

rate has dropped to 4.6%, down from 5.8% in January 

of this year, and has continued to fall since the dramatic 

highs seen in 2010. 

According to Real Capital Analytics, the national average 

value per square foot for industrial properties was $79 

in the early second quarter of 2015, above the historical 

mean of $70 per square foot. For comparison, 2001 

recorded the historical high of $86, while 2010 marked 

the historical low of $50.  The Phoenix market mimics 

this national trend, with current average sale price per 

SF hovering around $82, and has been increasing each 

year since the lows in 2010 and 2011 when the average 

sale price per SF was just over $50.

In March 2015, real U.S. industrial construction spending 

stood at $85.0 billion, above both the historical (1993-

2003) low of $38.1 billion and the long-term average 

of $61.4 billion.  Construction today is just barely 

below the historical high of $87.7 billion (2009), with 

rapidly expanding real industrial construction spending 

underway. Most of this activity is driven by the internet 

retail industry and the supporting shipping and distribution 

needed to meet this ever growing sector.  This has been 

the main driving force of new industrial construction in 

Phoenix as well; as the Valley becomes a viable choice 

for big retailers to open distribution centers, construction 

is catering to their needs with excess clear heights and 

accommodating square footage to entice those looking 

to make the move.  In the last 10 quarters, since the 

beginning of 2013, over 15 million SF has been delivered 

to the market, compared to just 4 million SF delivered 

the previous 10 quarters.  As Phoenix continues to meet 

the demand for the changing shift in online retail, the 

industrial sector will continue to thrive.

PHOENIX, ARIZONA
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In the last 10 quarters, over 
15 million SF has been 
delivered to the market, 
compared to just 4 million SF 
delivered the previous 10 quarters.
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Construction
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Sources: Bureau of Labor Statistics, CoStar, Linneman Associates
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The Office Market is a compilation that includes Class A, Class B, and Class C buildings with at least 10,000 SF of space. Medical office buildings are included. Some information contained herein 

has been obtained from third party sources deemed reliable but has not been independently verified by NAI Horizon. NAI Horizon makes no warranties or representations as to the completeness 

or accuracy thereof. NAI Horizon makes no guarantee about projections, opinions, assumptions or estimates. Occasionally corrected or updated information becomes available for both current 

and historical data thereby invalidating specific comparison to previously issued reports.

Industrial Vacancy Rates

 

Vacant % 

14.7% 

9.1% 

13.5% 

19.1%

12.2% 

12.1% 

12.0% 

Net 

Absorption 

833,729 SF 

-418,864 SF

-172,913 SF 

153,451 SF

395,403 SF

1,166,424 SF 

602,201 SF

RBA Under 

Construction  

631,663 SF 

944,630 SF 

54,200 SF 

83,200 SF

1,713,693 SF 

1,713,693 SF 

2,455,543 SF

RBA 

Delivered  

462,075 SF

388,095 SF

- 

237,000 SF

1,087,170 SF 

1,762,370 SF 

1,119,221 SF

 
Vacant SF  

9,083,275 SF 

12,105,078 SF 

7,265,770 SF

65,815,727 SF

34,269,850 SF 

33,804,055 SF 

33,056,128 SF

 

Total RBA 

62,451,795 SF 

136,906,918 SF 

59,107,689 SF 

33,408,945 SF 

291,875,347 SF 

290,981,177 SF 

2879,260,610 SF 

Average 

Rental Rate 

$0.40 

$0.50 

$0.43 

$0.99

$0.53 

$0.53 

$0.53

D i s t r i b u t i o n 

Wa r e h o u s e

M a n u f a c t u r i n g

F l e x 

Q 2  T O TA L 

Q 1  2 0 1 5 

Q 4  2 0 1 4 

Significant Lease Transactions
Tenant  
Mattress Firm

Home Depot

Michael Lewis Company

Size 
170,000 SF

111,349 SF

94,885 SF 

Type 

Move-In 

Move-In 

Move-In

Class  
A 

B

B

Buyer 
Bixby Land Company

TA Realty

Wentworth Property Company

Address 

5670 S 32nd St

2140 S 7th Ave Phase I Bldg B

Scottsdale

Property 
Canal Crossing Logistics Center

Phoenix Star Commerce Park

8700 E Thomas Rd

Sale Date  
4/24/2015

5/1/2015

5/20/2015

Size 
155,114 SF 

67,600 SF

128,795 SF

Price 
$14.7M 

$6.8M

$6.7M

Class  
A

C

B

City 

Tolleson, 85353

Tempe, 85281

Phoenix, 85040

Address  

W Buckeye Rd & 94th Ave

1616 W 17th St

2021 E Jones Ave

Significant Sale Transactions

2Q15
IndustrialPhoenix 2Q15

Industrial Snapshot

Market Overview
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Vacancy 
• Decreased to 12.1% from 12.4% in Q2 2014

• Warehouse properties continued to report the lowest 

vacancy rate in the Valley at 9.1%

• Flex properties reported the highest vacancy rate in the 

Valley at 19.1%

Rental Rates (NNN)
• Rates remained steady in the first half of 2015 at $0.53 

for the Phoenix Metro Industrial Market

• The Southwest Valley had the lowest average rental 

rates at $0.36

• The Northeast Valley held the highset average rental rate 

at $0.91

New Construction 
• Ending Q2 2015, there were 1,716,693 SF of new 

industrial buildings under construction.

• Over 1 million SF was delivered in Q2 2015

Net Absorption
• In Q2 2015, 395,403 SF were absorbed in the Phoenix 

Metro Industrial Market

Mid-Year
2015Market Numbers

Economic Trends

Average NNN Rental Rates

Average Sale Price/SF

Leasing Activity
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Consumer 

Price Index 
Up .5% in May, no 

change since 05/14

30-Year Fixed 

Mortgage
4.2% National Average, 

down from 3.98%01/15

Phoenix Metro 

Unemployment
MSA, 05/15- 4.6% 

down from 5.8% 01/15
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NAI Horizon

Featured
Transactions

2501 N Arizona Ave
Phoenix, AZ 85260

Sale Price: $2,525,000        May 2015 

Size: 20,000 SF

Buyer Rep: Primavera Technical Learning Center

5238 S 31st Place
Phoenix, AZ 85040

201 S McKemy
Chandler, AZ 85226

Sale Price: $1,249,000
Size: 16,969 SF

Sold: April 2015

Sale Price: $1,336,798
Size: 21,098 SF

Sold: April 2015

74 N 45th Ave
Phoenix, AZ 85043

naihorizonblog.com
Want to recieve all of our Phoenix and Tucson 

Market Reports? Subscribe to our blog! Stay up 

to date on the latest market reports, transactions 

and industry news from NAI Horizon on our blog.  

Simply subscribe via email to receive updates 

sent directly to your inbox.

Size: 31,145 SF

Leased: February 2015

15982 N 78th St
Scottsdale, AZ 85260

Sale Price: $1,450,000        May 2015 

Size: 11,700 SF

Buyer Rep: Creative Designs In Lighting, Inc
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Q2 2015Phoenix  

Submarkets
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INDUSTRIAL SUBMARKETS

Southwest Valley

Northeast Valley

Southeast Valley

Sky Harbor

Deer Vly/Pinnacle Pk, Glendale, Grand 
Avenue, N Glendale/Sun City, North Black 
Canyon, W Phx N of Thomas Rd, W Phx S of 
Thomas Rd 

Central Phoenix, Scottsdale Airpark, Scotts-

dale/Salt River

Goodyear, SW N of Buckeye Rd, SW S of 

Buckeye Rd, Tolleson

North Airport, S Airport N of Roeser, S Airport 

S of Roeser, SC N of Salt River, SC S of Salt 

River

Chandler Airport, Chandler, Chandler N/

Gilbert, Falcon Field/Apache Junction, Mesa, 

Tempe E, Tempe NW, Tempe SW
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Industrial & Land Specialists

John Filli, SIOR
Senior Vice President

john.filli@naihorizon.com

Rick Foss
Vice President

rick.foss@naihorizon.com

Drew Stone
Industrial Specialist

drew.stone@naihorizon.com

Brad Ranly
Senior Vice President

brad.ranly@naihorizon.com

Isy Sonabend
Senior Vice President

isy.sonabend@naihorizon.com

Jeff Adams
Senior Vice President

jeff.adams@naihorizon.com

Mark Wilcke
Senior Vice President

mark.wilcke@naihorizon.com

NAI Horizon knows commercial real estate.  With over 25 years in the Valley, NAI Horizon’s extensive market insight 

allows us to match client needs with the right solutions. NAI Global member firms span the U.S. and 54 other 

countries, with more than 375 offices and more than 6,700 local market experts on the ground.  Supported by the 

central resources of the NAI Global organization, member firms deliver market-leading services locally, and combine 

their in-market strengths to form a powerful bond of insights and execution for clients with multi-market challenges.

www.naihorizon.com

We are here.

Phoenix
@naihorizon

naihorizonblog.com

facebook.com/NAIHorizon

Kim Kristoff
Vice President

kim.kristoff@naihorizon.com

Brock Amundson
Industrial Specialist

brock.amundson@naihorizon.com
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Phoenix, Arizona 85018

tel +1 602 955 4000
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