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RESEARCH & FORECAST REPORT
COLLIERS INTERNATIONAL  |  PHOENIX

www.colliers.com/greaterphoenix

Absorption Dips to Start 2014, Gains 
Likely Later in the Year
THE BROADER  VIEW
The Greater Phoenix retail market softened somewhat in the first quarter, with vacancy rising slightly 
due to modest negative net absorption. While the downturn in the first quarter is notable after a three-
year run of positive absorption, it is not expected to be a turning point in the market. The outlook for 
the remainder of the year is largely positive, with local employment forecast to accelerate. Retailer 
expansions this year will likely be similar to the totals in each of the past two years, but will lag the 
expansions recorded in previous growth cycles at least until the local housing market recovery 
becomes more robust. Even as the housing market gains momentum and population growth 
accelerates, changing construction trends and smaller tenant footprints will result in a more modest 
pace of absorption.

CURRENT CONDITIONS
The Greater Phoenix retail market recorded negative net absorption of more than 103,000 square feet 
in the first quarter 2014. Net absorption is typically weakest in the first quarter, as retailers often 
expand late in the year and then close lesser performing stores following the holiday shopping season. 
Despite the recent downturn, the longer-term local trend is for positive net absorption. During the 
past 12 months, net absorption has totaled more than 2.7 million square feet, and over the past three 
years net absorption has reached nearly 6.8 million square feet. 
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SUBMARKET 1Q 2014 1Q 2013

South Mountain 6.3% 8.7%

Northwest Phoenix 7.1% 7.5%

North Scottsdale 7.4% 8.4%

Airport Area 7.7% 7.1%

West Valley 7.7% 9.4%

Scottsdale 9.1% 10.0%

Downtown Phoenix 12.2% 13.0%

East Valley 12.7% 13.8%

North Phoenix 14.3% 14.3%

AVERAGE RENT AND VACANCY



Vacancy ticked up 10 basis points in the first 
quarter, reaching 10.8 percent. The rate is down 
from 11.6 percent one year ago and 250 basis 
points lower than the peak in the third quarter 
2011. Despite the uptick in the first quarter, 
vacancy is improving in nearly every submarket 
in Greater Phoenix. Year-over-year vacancy 
improvements have been widespread throughout 
the market, with the rate falling 170 basis points in 
the West Valley, improving 110 basis points in the 
East Valley and dipping 100 basis points in North 
Scottsdale.

Asking rents ticked modestly higher in the first 
quarter, rising 1.1 percent from year-end 2013 
levels. Still, average asking rents are 2.4 percent 
lower than one year ago, and off more than 30 
percent from the peak recorded in 2007. Future 
rent trends will likely follow a similar pattern of 
stability in many areas with a few pockets of 
healthy growth in high-demand submarkets. 

Sales velocity of shopping centers in Greater 
Phoenix is on an upswing. Transaction activity 
from the first quarter topped fourth quarter levels 
by approximately 8 percent, and more than doubled 
the number of sales from the first quarter 2013. 
The median price of $97 per square foot was up  
21 percent from the 2013 median and nearly 80 
percent higher than the median price from the first 
quarter of last year. Pricing was volatile, with more 
than 20 percent of transactions closing at higher 
than $200 per square foot, and nearly 35 percent 
of buildings selling below $75 per square foot.  
Average cap rates have remained fairly stable in 
the low-8 percent range since 2013. Cap rates for 
shopping centers are averaging approximately 100 
basis points higher than for other multi-tenant 
property types in Greater Phoenix. Prior to the 
recession, cap rates for shopping centers were 
comparable to those of other property types, but 
investors are demanding higher yields in response 
to the slow retail recovery and changing consumer 
shopping preferences.

www.colliers.com/marketname
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SHOPPING CENTER SALES TRENDS
This document/email has been prepared by Colliers 
International for advertising and general information 
only. Colliers International makes no guarantees, 
representations or warranties of any kind, expressed or 
implied, regarding the information including, but not 
limited to, warranties of content, accuracy and reliability. 
Any interested party should undertake their own 
inquiries as to the accuracy of the information. Colliers 
International excludes unequivocally all inferred or 
implied terms, conditions and warranties arising out of 
this document and excludes all liability for loss and 
damages arising there from. This publication is the 
copyrighted property of Colliers International and/or its 
licensor(s). © 2014. All rights reserved.
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485 offices in  
63 countries on  
6 continents
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• $2.1 billion USD in annual revenue

• 1.46 billion square feet under 
management

• 15,800 professionals worldwide

(Based on 2013 results)


