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Supply Marks New
Record, Rents Decline

Responding to the surge in demand and rent growth, developers
expanded Phoenix's pipeline in recent years, but now the metro
has reached the tail end of its stellar post-pandemic perfor-
mance. The average asking rent contracted 3.7% on a year-over-
year basis through November, posting the second weakest perfor-
mance among Yardi Matrix's top 30 metros. At $1,583, Phoenix
was still affordable compared to the U.S. figure, which inched up
0.4% during the year, to $1,713. Meanwhile, occupancy held on
surprisingly well, declining just 60 basis points in the 12 months
ending in October, to 93.4%.

Phoenix's employment market expanded 2.1% in the 12 months
ending in September, 20 basis points behind the U.S. rate. While
three sectors lost jobs—information (-2,700 jobs), other services
(-1,500) and manufacturing (-500)—the bulk of the 51,700 positions
added were in the education and health services (20,700 jobs), lei-
sure and hospitality (2,600) and government (7,700) sectors.

Deliveries marked a new decade-high, amounting to 11,980 units
through November, and unlike the national trend, new construc-
tion starts in 2023 increased from 2022's volume. The pipeline
had 35,088 units under construction. Meanwhile, investment
moderated, with $2.5 billion in multifamily assets changing
hands, for a price per unit that fell 14.6% from 2022 rates, to
$272,467 as of November.
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Recent Phoenix Transactions

The District at Scottsdale

City: Scottsdale, Ariz.
Buyer: Fairfield Residential
Purchase Price: $162 MM
Price per Unit: $486,446

Aiya

City: Gilbert, Ariz.
Buyer: Olympus Property
Purchase Price: $112 MM
Price per Unit: $311,111

MAA Central Ave

City: Phoenix

Buyer: MAA

Purchase Price: $102 MM
Price per Unit: $316,873

NOVO Broadway

City: Tempe, Ariz.

Buyer: MG Properties
Purchase Price: $100 MM
Price per Unit: $309,414



RENT TRENDS

» Phoenix rents contracted 0.5%, on a trailing

three-month (T3) basis through November, to
$1,583, while the U.S. rate decreased 0.2%, to
$1,713. On a year-over-year basis, rents were
down 3.7% in November, marking the second
steepest drop among Yardi Matrix's top 30 met-
ros, only outpaced by Austin. Meanwhile, the U.S.
rate remained in expansion mode, up 0.4%. Phoe-
nix's weak rent performance can be partially at-
tributed to substantial stock expansion—the met-
ro added 23,000 new units in the past 23 months.

Rent growth was negative across asset classes—
Lifestyle figures declined 0.6% on a T3 basis
through November, to $1,781, marking the 16th
straight month of negative growth. RBN figures
fell 0.4%, to $1,343, down for 14 of the past 15
months. Another consequence of bountiful sup-

Phoenix vs. National Rent Growth (Trailing 3 Months)
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ply was an occupancy drop, with the rate in sta-
bilized properties decreasing 60 basis points, in
the 12 months ending in October, to 93.4%. RBN
occupancy decreased 110 basis points, to 92.7%,
and Lifestyle dipped 20 basis points, to 94.0%.

In four submarkets, rent growth remained posi-
tive on a year-over-year basis, led by Phoenix-
South (1.1% to $1,318). Two submarkets had
rents above the $2,000 mark, from four a year
ago. Paradise Valley Village and Phoenix Down-
town clocked in at $2,007; in Paradise Valley
Village rents inched up 0.1%, while in Phoenix
Downtown they fell 6.4%.

Single-family rental figures declined 3.9% in No-
vember, to $2,034, and occupancy in stabilized
properties decreased 110 basis points, to 93.1%.
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ECONOMIC SNAPSHOT

» The Phoenix employment market continued to
grow in 2023, but at a slower rate. In the 12
months ending in September, the metro gained
51,700 jobs, for a 2.1% expansion, trailing the
U.S. rate by 20 basis points. Meanwhile, unem-
ployment was 3.9% in October, 100 basis points
higher than it was at the beginning of 2023, ac-
cording to data from the Bureau of Labor Sta-
tistics. The metro's jobless rate was on par with
the U.S. and surpassed the 4.2% state figure.

» Three sectors lost jobs in the 12 months ending
in September—information (-2,700 jobs), other
services (-1,500) and manufacturing (-500). The
latter is part of a sector that is in full expansion—
Phoenix's industrial pipeline leads the nation with

Phoenix Employment Share by Sector

47.3 million square feet underway as of October,
surpassing other established industrial markets
such as Dallas and the Inland Empire.

Meanwhile, employment gains were led by edu-
cation and health services (20,700 jobs), and
the sector's outlook is bright. Multiple education
and health care developments are underway
across Phoenix including Arizona State Univer-
sity's $185 million Interdisciplinary Science and
Technology Building 12. The project is intended
to address the expected surge in tech jobs in the
state. Another project underway is the Discov-
ery Oasis, a 120-acre biotechnology innovation
hub adjacent to Mayo Clinic Hospital in North
Phoenix, with zoning approved in late 2023.

Current Employment

Employment Sector (000)

65 Education and Health Services

70 Leisure and Hospitality

90 Government

55 Financial Activities

15 Mining, Logging and Construction
60 Professional and Business Services
40 Trade, Transportation and Utilities
30 Manufacturing

80 Other Services

50 Information

Sources: Yardi Matrix, Bureau of Labor Statistics

388 16.3%
244 10.3%
251 10.6%
223 9.4%
164 6.9%
399 16.8%
450 18.9%
150 6.3%

70 2.9%

40 1.7%

Population

» Phoenix gained 78,220 residents in
2021, a 1.6% annual expansion and
far above the 0.1% national rate.

National

Phoenix vs. National Population

2018 2019 2020 2021

326,838,199

328,329,953 |331,501,080 |331,893,745

» The metro's demographic has been
rising every year since the 2010
Census, with the exception of 2020,
when the population declined.

Phoenix
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4,851,830

4,953,901 | 4,867,925 | 4,946,145

Source: U.S. Census
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SUPPLY

» Developers delivered 11,980 units through No-

vember of 2023, surpassing all other annual
totals on record. The new supply is the equiva-
lent of 3.5% of existing stock, well above the
2.1% national rate. A small 4.0% portion of the
pipeline comprises units in fully affordable com-
munities, while upscale Lifestyle units make up
most of the new supply.

Construction activity remained elevated with
35,088 units underway in November and anoth-
er 95,700 in the planning and permitting phas-
es. The pipeline composition remained heavily
tilted toward upscale properties, with Lifestyle
units accounting for 91.1%. The fully affordable
segment accounted for 7.1%.

Based on the number of units that started con-
struction in 2023 through November, the metro
bucked the national trend, indicating increasing
developer confidence—16,872 units across 64
properties broke ground during the period, up
from 15,657 units across 66 properties during
the corresponding interval in 2022.

Tempe—-North posted the highest construction
activity with 3,081 units underway, followed

by Glendale-South (2,622 units) and Phoenix—
Downtown (2,583 units). Two more submarkets

had more than 2,000 units under construction,
and another eight surpassed the 1,000 mark.
Overall, of the 46 submarkets tracked by Yardi
Matrix, developers were active in 32.

The largest project completed in 2023 through
November was Rehoboth Place Phase Il, a 476-
unit Lifestyle property located in Queen Creek.
The property is owned by IDM and was built
with aid from a $65 million construction loan
originated by Wells Fargo Bank.

Phoenix Completions (as of November 2023)
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TRANSACTIONS

» Investors traded $2.5 billion in multifamily as-
sets in 2023 through November, well behind the
$10.6 billion recorded in 2022. The figure is the
third lowest for deal volume in the past decade.

Sales composition was dominated by Lifestyle
properties, which accounted for 57.5% of all
sales registered through the first eleven months
of last year. Even so, the slowdown in invest-
ment activity resulted in slashed per-unit prices,
down 14.6% year-to-date as of November, to

$272,467. Meanwhile, the U.S. average price per
unit decreased to $186,300.

Notable transactions included Fairfield Residen-
tial's $161.5 million acquisition of The District
at Scottsdale, a 332-unit asset sold by Kohlberg
Kravis Roberts & Co. for $486,446 per unit. The
new owner assumed the outstanding balance of
an $84.6 million loan held by Metropolitan Life
Insurance Co.

Phoenix Sales Volume and Number of Properties Sold (as of November 2023)
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Top Submarkets for Transaction Volume?

I
Submarket ($MM)
Gilbert 337
Scottsdale — North 303
Tempe — North 298
Scottsdale — South 297
Chandler 177
Phoenix — Happy Valley 170
Phoenix — Midtown 161

Source: Yardi Matrix
1 From December 2022 to November 2023
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Phoenix vs. National Sales Price per Unit
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Submarket
North Scottsdale
South Scottsdale
North Paradise Valley
South Paradise Valley
Sunnyslope
North Black Canyon
Metrocenter

Sun City-Youngtown-Peoria
Glendale

Northwest Phoenix
Christown

East Camelback

Central East Phoenix
Uptown

Central West Phoenix
Maryvale

Sky Harbor

15N
15S
16N
16S
17N
17s
18N
18s
19E
19w
20
21E
21w
22E
22W
23

Submarket
South Phoenix

Mountain Park

North Tempe

South Tempe

North Mesa

South Mesa

East Mesa

Superstition Springs

Gilbert

Chandler

Western Suburbs

Union Hills

Deer Valley

Northeast Maricopa County
Southwest Maricopa County
Apache Junction

Phoenix Multifamily | January 2024



DEFINITIONS

Lifestyle households (renters by choice) have wealth sufficient to own but have chosen to rent.
Discretionary households, most typically a retired couple or single professional, have chosen the flexibility
associated with renting over the obligations of ownership.

Renter-by-Necessity households span a range. In descending order, household types can be:

» A young-professional, double-income-no-kids household with substantial income but without wealth
needed to acquire a home or condominium;

» Students, who also span a range of income capability, extending from affluent to barely getting by;

» Lower-middle-income (“gray-collar”) households, composed of office workers, policemen, firemen, techni-
cal workers, teachers, etc;

» Blue-collar households, which barely meet rent demands each month and likely pay a disproportionate
share of their income toward rent;

» Subsidized households, which pay a percentage of household income in rent, with the balance of rent
paid through a governmental agency subsidy. Subsidized households, while typically low income, extend
to middle-income households in some high-cost markets, such as New York City;

» Military households, subject to frequency of relocation.

These differences can weigh heavily in determining a property's ability to attract specific renter market
segments. The five-star resort serves a very different market than the down-and-outer motel. Apartments
are distinguished similarly, but distinctions are often not clearly definitive without investigation. The Yardi®
Matrix Context rating eliminates that requirement, designating property market positions as:

Market Position Improvements Ratings

Discretionary A+ /A
High Mid-Range A-/ B+
Low Mid-Range B/ B-
Workforce c+/C/C-/D

The value in application of the Yardi® Matrix Context rating is that standardized data provides consistency;
information is more meaningful because there is less uncertainty. The user can move faster and more
efficiently, with more accurate end results.

The Yardi® Matrix Context rating is not intended as a final word concerning a property's status—either
improvements or location. Rather, the result provides reasonable consistency for comparing one property
with another through reference to a consistently applied standard.

To learn more about Yardi® Matrix and subscribing, please visit www.yardimatrix.com or call Ron Brock,
Jr., at 480-663-1149 x2404.
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Power your business
with the industry's
leading data provider

MULTIFAMILY KEY FEATURES

+ Pierce the LLC every time with true ownership .
and contact details

+ Leverage improvement and location ratings, .
unit mix, occupancy and manager info

Market: Seattle

Seattle 2
Seaplanes

CityView Apartment

Iy 134 Union Avenue North
R Seattle, WA 98109

Completion Date: 2007
e-Range (A-,B+)

\ YARDI

(800) 866-1144
Learn more at yardimatrix.com/multifamily
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Gain complete new supply pipeline
information from concept to completion

Find acquisition prospects based on in-place
loans, maturity dates, lenders and originators

Access aggregated and anonymized
residential revenue and expense comps

Yardi Matrix Multifamily
provides accurate data on

19.7+ million units, covering over
92% of the U.S. population.

Contact
us




DISCLAIMER

Although every effort is made to ensure the accuracy, timeliness and completeness of the information provided in this
publication, the information is provided "AS IS" and Yardi Matrix does not guarantee, warrant, represent or undertake that
the information provided is correct, accurate, current or complete. Yardi Matrix is not liable for any loss, claim, or demand
arising directly or indirectly from any use or reliance upon the information contained herein.

COPYRIGHT NOTICE

This document, publication and/or presentation (collectively, "document”) is protected by copyright, trademark and other
intellectual property laws. Use of this document is subject to the terms and conditions of Yardi Systems, Inc. dba Yardi
Matrix's Terms of Use (http://www.yardimatrix.com/Terms) or other agreement including, but not limited to, restrictions
on its use, copying, disclosure, distribution and decompilation. No part of this document may be disclosed or reproduced
in any form by any means without the prior written authorization of Yardi Systems, Inc. This document may contain
proprietary information about software and service processes, algorithms, and data models which is confidential and
constitutes trade secrets. This document is intended for utilization solely in connection with Yardi Matrix publications and

for no other purpose.

Yardi® Yardi Systems, Inc., the Yardi Logo, Yardi Matrix, and the names of Yardi products and services are trademarks or
registered trademarks of Yardi Systems, Inc. in the United States and may be protected as trademarks in other countries.
All other product, service, or company names mentioned in this document are claimed as trademarks and trade names by

their respective companies.

© 2024 Yardi Systems, Inc. All Rights Reserved.
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