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YEAR-OVER-YEAR The Phoenix apartment market has seen a change of tides. 
During the pandemic, demand, rents, and supply climbed to 
unprecendented levels, transforming the area into one of the 
strongest apartment markets in the country. Starting in late 
2021, however, market dynamics began to shift. The pace 
of absorption moderated at the same time construction 
activity ramped up, causing metrowide vacancy to push 
upward. The metro has seen negative net absorption in two 
of the past five quarters. As a result, annual rent growth has 
turned negative and concession usage is increasing.

Just 3,600 units were absorbed in the past 12 month versus 
a record high 16,000 delivered units. With supply outpacing 
demand, the vacancy rate is now at 9.2%. Landlords will 
still need to brace for a wave of deliveries over the next few 
quarters. The construction pipeline is robust and focused 
on top-teir rentals, which could disproportionately pressure 
performance at 4 & 5 Star properties. Additionally, the 
development of an emerging asset class, single-family build-
to-rent product, is a growing rend worth monitoring.

Overall, the long-term outlook for fundamentals is 
supported by some of the country’s strongest employment 
and household growth along with low levels of single-family 
inventory. Despite these robust demographics, single-family 
development has not kept pace, and pricing soared in the 
two years following the onset of the pandemic. Although 
home prices have softened in the last few quarters, Phoenix 
remains a top market for home price appreciation. High 
prices and the rapid rise in mortgage rates with continue to 
force some would-be homeowners into the renter pool.

About $12.5 billion worth of apartments have traded in 
Phoenix in the past 12 months as investors continue to place 
capital here.  Pricing has surged, and average cap rates have 
compressed to 3.9%, among the most rapid decline in yields 
across the country. Investors who were once overwhelmingly 
bullish on Phoenix are beginning to recalibrate amid lower 
returns, weaker property performance, and the uncertain 
economic outlook. The rise in interest rates is also paying 
a major factor. The higher cost of debt is making it more 
difficult for deals to pencil, especially for larger, luxury assets 
that typically trade at lower yields. Over the next term, rising 
interest rates coupled with lower rent growth projections 
will put upward pressure on metrowide cap rates and likely 
moderate investment activity.

After surging above 20% in 2021, the pace of Phoenix rent 
growth has downshifted and turned negative to close 2022. 
Noticeably weaker vacancies coupled with considerable new 
supply is reducing landlords’ ability to lift rents. Over the past 
12 months, the average asking rent has fallen -1.0%, which 
is a start contrast to the recent five-year annual average 
of 7.8%. This marks the first time the market has recorded 
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ECONOMIC HIGHLIGHTS
Employment Data (YOY)
 3.5% Unemployment Rate (USA)                  -10.2% 
 2.7% Unemployment Rate (Metro PHX)         +0.3%   
 2.520MM Employed Residents (Metro PHX)   
Metro PHX Housing Trends (YOY)
 $412,000 Median Home Price                       -3.5%
 8,690 Closed Transactions                             -8.1%
 71 Days on Market                                    +49.3%
 3.81 Months of Supply                             +288.8%
10-Year Treasury
 3.88% as of 12/30/2022 
+155.26% YOY | +0.54% MOM| Curr

12 MO DELIVERIES 15,922



a year-over-year decline in rents since the recovery of the 
financial crisis in late 2010. Although rates have softened, 
the unprecedented gains seen in 2021 and the first half of 
2022 mean that topline rent levels are still well above where 
they would have been if it maintained the pre-COVID rate of 
growth.

Roughly 70% of the construction pipeline is composed of 4 
& 5 Star units that command high rents, mainly due to the 
developers’ need to counteract the rising costs of developing 
land, entitling property, and labor. The unmet demand for 
affordable housing could present consequences since the 
dwindling supply of lower-tier rentals has put consistent 
upward pressure on rents. The lack of affordable supply has 
become a mounting concern, especially since the pandemic 
has had an outsized impact on lower-income renters.

The Phoenix buyer pool was aggressive in 2022, nearly 
matching the record amount of captial that was deployed in 
2021. Robust rent gains during the pandemic and one of the 
fastes-growing populations in the U.S. have sparked interest 
among large national and foreign investors. As a result, 
Phoenix has become one of the top markets int he nation for 
investment volume. About $12.5 billion in multifamily sales 
took place over the last 12 months, ahead of core markets 
including Washington D.C. and Los Angeles.

Moving forward, cap rates could begin to rise. The recent 
run-up in interest rates together with lower rent growth 
projections is putting upward pressure on yields. While 
buyers are still optimistic about the long-term outlook for 
Phoenix, macroeconomic uncertainty and higher debt costs 
will likely slow transaction activity, especially for large, luxury 
properties that were once trading at top dollar.

Phoenix remains one of the nation’s best-performing markets 
for employment growth recording more than 75,000 job 
additions in 2022. The labor market now has nearly 100,000 
more jobs that before the pandemic, the fifth-highest gain in 
the nation. The local economy was highly resilient during the 
pandemic, thanks to the diversified employment base across 
the broad range of industries. Metro Phoenix lost about 
a quarter million jobs in March and April 2020 but by July 
2021, Phoenix fully regained those losses, a stark contrast to 
its protracted recovery from the global financial crisis.

Phoenix continues to be a great place to invest, but like 
every great race car, eventually, it comes time for a tune-up. 
Why not reach out to your SVN Advisor today for a portfolio 
check-up?
Sources: CoStar Realty Information, Inc; U.S. Department of the Treasury; AZ Commerce Authority; ARMLS; 

U.S. Census Bureau; U.S. Bureau of Labor Statistics; Elliott D. Pollack and Company; Yardi Matrix
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SUBMARKET ANALYTICS

Submarket Vacancy 
Rate

Market 
Asking Rent/

Unit
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Sale Price/
Unit

Market Cap 
Rate

SE Valley 6.00% $1,258 1.6% 87 634 19.5% 1 $126,039 4.8%

North Phoenix 6.70% $1,402 0.4% 82 1440 3.4% -660 $261,486 3.9%

Chandler 6.90% $1,728 -1.8% 523 1,444 4.8% -216 $350,048 3.7%

Tempe 7.90% $1,602 -0.6% 1,524 4,597 10.5% 487 $330,092 3.8%

South Phoenix 8.00% $1,537 -1.8% 681 1672 20.0% 412 $302,595 3.9%

North 
Scottsdale

8.50% $2,123 -2.1% 612 2,123 12.1% 653 $414,000 3.8%

Old Town 
Scottsdale

8.90% $1,921 -2.7% 748 379 2.8% 307 $382,813 3.9%

Deer Valley 9.00% $1,565 -1.4% 1120 1,470 4.4% -124 $308,984 3.7%

Camelback 9.50% $1,458 -1.2% 45 191 1.8% -215 $276,509 4.1%

East Valley 10.40% $1,454 -1.0% 2,723 2,697 6.0% -210 $267,533 3.9%

NW Valley 10.40% $1,457 -1.7% 999 1981 14.2% 294 $272,469 3.7%

SW Valley 10.80% $1,393 -0.1% 2,779 3,316 7.4% 582 $247,424 3.8%

Downtown 
Phoenix

11.10% $1,495 -0.1% 2,926 4,995 12.8% 1,530 $290,038 4.2%

Gilbert 12.40% $1,774 -2.0% 793 951 6.4% 586 $360,284 3.7%

W Maricopa 
County

16.50% $1,645 -1.9% 281 1,759 81.5% 160 $316,014 3.9%

Total Phoenix 
Metro 9.20% $1,562 -1.0% 15,923 29,649 8.2% 3,587 $300K 4.0%

Asset Class December'21 December'22 Inc $$ % Change

Discretionary $2,026 $2,039 $13 0.64%

Upper Mid-Range $1,813 $1,821 $8 0.44%

Low Mid-range $1,448 $1,479 $31 2.14%

Workforce - Upper $1,210 $1,301 $91 7.52%

Workforce - Lower $1,077 $1,178 $101 9.38%

Totals $1,649 $1,691 $42 2.55%

PHOENIX METRO RENTS

Actual rents by asset class of properties with 50+ units; from Yardi Matrix. Submarket data from CoStar. 



NOTABLE TRANSACTIONS & MARKET STATS

10-99 UNITS

100+ UNITS

10-99 UNITS 100+ UNITS
Q4 2021 Q4 2022 Inc/Dec

Total Sales 
Volume $484,720,724 $200,847,849 -59%

Avg Price/Unit $213,722 $274,382 28%

Avg Price/SF $294 $298 2%

Avg Year Built 1970 1971

Q4 2021 Q4 2022 Inc/Dec

Total Sales 
Volume $5,111,085,286 $1,782,082,483 -65%

Avg Price/Unit $263,907 $282,915 7%

Avg Price/SF $298 $304 2%

Avg Year Built 1990 1992

ORCHARDS ON 12THBANYAN AT SOUTH MOUNTAIN

Size : 72 Units 
Unit Mix : 58 - 3B | 14 - 4B 
Year Built : 2022 

Sale Date : 10/06/2022  
Sale Price : $35,440,000 
Price/Unit : $492,222           
RBA : 150,000 SF 

CAMPO BELLO APARTMENTS

AVENUE 25 APARTMENTSSEVENTYONE 15 MCDOWELL

Size : 274 Units 
Unit Mix : 38 - 0B | 122 - 1B               
110 - 2B | 4 - 3B 
Year Built : 2022 

Sale Date : 10/12/2022  
Sale Price : $150,000,000 
Price/Unit : $547,445           
RBA : 308,766 SF

AVILLA LAGO

7115 E McDowell Rd., Scottsdale, AZ, 85257 18250 N 25th Ave., Phoenix, AZ, 85023 10310 W Beardsley Rd., Peoria, AZ, 85382

1540 E Burgess Ln., Phoenix, AZ, 85042 1220 East Baseline Rd., Phoenix, AZ, 85042 17444 N 32nd Plz., Phoenix, AZ, 85032

Sale Date : 10/06/2022  
Sale Price : $115,074,947 
Price/Unit : $453,050           
RBA : 257,930 SF

Size : 254 Units 
Unit Mix : 64 - 1B | 169 - 2B | 21 - 3B 
Year Built : 2013 

Size : 120 Units 
Unit Mix : 38 - 1B | 46 - 2B | 36 - 3B 
Year Built : 2021 

Sale Date : 10/26/2022  
Sale Price : $54,000,000 
Price/Unit : $450,000           
RBA : 112,920 SF

Sale Date : 11/15/2022  
Sale Price : $19,433,137 
Price/Unit : $511,398           
RBA : 38,000 SF 

Size : 38 Units 
Unit Mix : 38 - 2BR 
Year Built : 2021 

Size : 12 Units 
Unit Mix : 6 - 2BR | 6 - 3BR
Year Built : 2022

Sale Date : 10/10/2022  
Sale Price : $5,200,000 
Price/Unit : $433,333           
RBA : 11,184 SF 
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