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Quick stats

174.9 mst

Total retail market inventory

8.7%

Overall vacancy rate

545.5 kst

Net absorption

$319.7M

Total investment sales

$19.54 psf

Overall average asking rate

Retail market report / First quarter 2021

Phoenix, AZ

The shape of the retail recovery and its
challenges varies widely across the US, with
some markets still experiencing degrees

of closures and others wide open for
business. Arizona currently falls in the wide-
open for business end of the spectrum.
The Governor recently rescinded local
mask mandates and indoor dining capacity
restrictions. Retailers and consumers in
Arizona adapted very quickly to changing
conditions. While most sub-sectors of retail
took heavy hits during the recession, retail
sales are 6.3% above the March 2020 mark.
In a state heavily dependent on tourism,
the hospitality sector has high expectations
for a surge in domestic travelers through
the typically slow summer season.

Economy

A new report from the Maricopa County
Association of Governments details the
pandemics full impact. “COVID-19 Effects
on Arizona’s Tourism and Trade with
North America” shows that the state's
gross entertainment sector sales fell
51% in 2020, lodging fell by 32% and
restaurants and bars took a 16% decline
in revenues. Retail, conversely, increased
6.3% for a variety of reasons, including

a seismic shift to online purchasing and
delivery, as well as upticks for grocery and
home improvements for housebound
consumers. International passengers at
Sky Harbor fell by 63% in 2020 and may
take the longest to recover. While domestic
passenger volume fell 51% last year, this
year's hospitality recovery is expected to
flow from a huge pent-up demand for
travel from other states to Arizona.

Absorption & vacancy

Submarkets with the greatest retail
absorption in the first quarter were in the
East Valley. Mesa absorbed just under

a quarter million square feet of retail,
and Gilbert recorded 104 ksf. Retail in
urban core areas tended to register
negative absorption with Downtown

and Sky Harbor faring worst at negative
3,440 and 4,400 respectively. After three
quarters registering negative activity, the
first quarter showed a positive 545,515

sf absorption, nearly the same amount
as all of 2019. Shopping center space
continues to have consistently higher
vacancy rates compared to free-standing
retail as restaurants seek drive-thru options
and shoppers avoid enclosed malls.
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Rental rates

Overall retail rental rates plateaued
throughout the past year, hovering
around $19.50, with year-over-
year rent growth stalled at 1%.
That pace is not expected to rise
until the last half of 2022. Central
Scottsdale retail space had the highest
overall rent of $26.83 in the first
quarter, followed by Buckeye and N
Goodyear/Litchfield, underscoring
the Southwest Valley's rising profile
and changing demographics.

Construction

Construction activity for new retail
space has been muted in comparison
to the mid 2000s. The first quarter
shows 242,239 sf under construction.
By comparison, 8.2 msf were under
construction in the third quarter of
2006. The economic fallout from that
period was severe in Arizona. So, while
the state experiences a continuing
inflow of people, new retail spaces are
not coming to market at a matching
pace. Retailers are also sorting out
the huge changes consumers adopted
during the pandemic to understand
what is a passing accommodation

and what is a structural, lasting
change. Outer Pinal County had

the most space under construction,

including the 88,572 sf Sonoran Creek
Marketplace in the town of Maricopa.

Investment sales

Investors are focused on well-sited
pads and land for future retail
construction. The sale of Paradise
Valley Mall for redevelopment was the
largest retail sales transaction of the
quarter, Red Development paid $126.5
million. Like Metrocenter in Phoenix,
once a major attraction that failed

to modernize enough to attract top
tenants, outdated properties in a tepid
retail environment are redevelopment
opportunities. The second largest deal
in the first quarter was for Lifetime
Fitness in Peoria for $34 million, or
$189 psf. Total investment sales
volume is down from the fourth
quarter to $319.7 million and price
per square foot has leveled off at $196
psf. Lithia Real Estate paid $383 psf for
a Nissan auto showroom in Avondale,
a $15.8 million deal that closed at the
end of March. The average cap rate

in the first quarter was 6.5%, 20 bps
below the average nationally. Retail
deals involving REITs were down from
a particularly high portion of trades at
the end of last year. YAM Properties
was the most active buyer this past
five years, spending $239 million on
properties across Metro Phoenix.
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Phoenix Retail market report / First quarter 2021

Retail market snapshot

As the state recovers from the past year's shocks, retailers are anticipating a dynamic spring and
summer season. Rapid adaptation defined the retail sector over the past year. However, labor
shortages are an emerging concern.
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Top leases
Tenant Building Submarket Square feet Type
1 | Pre-leased Tenants Laveen Park Place Laveen 124,683 New / Direct
2 | EOS Fitness NWC Signal Butte & US Hwy 60 II\Q/leec'lsé\/lountaml 75,000 New / Direct
. . . Central .
3 | Scottsdale Gymnastics Pima Crossing 38,000 New / Direct
Scottsdale
4 | ACE Hardware Tri-Valley Plaza Pinal County 20,000 New / Direct
5 | Aaron's Rents Tri-Valley Plaza Pinal County 20,000 New / Direct
Top sales
Buyer Building Submarket Square feet Sale price Price/sf
1 | RED Development Paradise Valley Mall N Scottsdale 527,202 $126,500,000 $240
L . I . Central Peoria/
2 | Spirit Realty Capital Lifetime Fitness Arrowhead 180,000 $34,000,000 $189
3 | Lithia Real Estate 10305 W Papago Fwy Loop 101/1-10 41,232 $15,800,000 $383
4 | Westpoint Homes Moon Valley Towne Center E Phoenix 78,834 $11,988,933 $152
5 | GLAS Arrowhead Towne Center Central Peoria/ /¢ 553 $11,300,000 $77
Arrowhead
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Phoenix Retail market report / First quarter 2021

Market by the numbers

Submarket UGEl '?SBFA) S\‘j:i:ii; vacZ?wtca)J Shi‘;ﬁltzgr stanF(;?:g deliveries constrgtr:lcijcfr: abso?;t?;r: free—s'?;/ﬁd?;lg( sﬁ(\)/gp?rilg(
vacancy rate vacancy rate (SF) (SF) (NNN) center (NNN)
Chandler 13,126,417 8,400 856,527 6.9% 4.6% 0 5,565 (287) $16.78 $14.63 $14.96
Central Scottsdale 12,771,874 16,790 626,716 5.4% 3.1% 0 0 53,340 $28.07 $26.33  $26.83
N Scottsdale 12,100,314 16,586 729,067 7.0% 2.8% 0 0 75,772 $16.80 $21.28 $21.38
Gilbert 10,617,485 21,327 665,596 6.8% 4.7% 46,300 67,197 104,183 $18.43 $15.43  $15.80
Central Peoria/Arrowhead 7,447,890 6,976 516,952 7.4% 5.4% 0 11,200 49,064 $21.47 $17.31  $17.71
Tempe 6,840,819 4,041 471,119 6.8% 7.2% 2,630 0 15,592 $28.13 $16.78  $20.38
Surprise/N Peoria 4,547,436 0 238,562 6.7% 0.0% 0 5,000 (1,052) $25.00 $14.01  $15.71
Ahwatukee Foothills 2,522,954 0 264,410 11.1% 4.5% 0 0 9,608 $27.12 $16.87 $17.65
Red Mountains/Mesa 22,268,513 0 2,733,615 14.0% 8.5% 6,000 7,252 225,788 $14.03 $12.56  $12.74
N Phoenix/I-17 Corridor 12,685,836 0 1,839,606 18.5% 4.5% 0 3,000 2,100 $11.46 $11.71  $11.47
Glendale 8,313,817 13,013 674,130 9.5% 4.0% 0 2,500 14,875 $15.08 $17.28 $17.18
Downtown Phoenix 5,296,750 0 349855 7.8% 5.7% 0 825 (3,440) $20.88 $16.06 $19.04
N Goodyear/Litchfield 3,513,327 0 95,515 2.8% 2.1% 0 9,520 0 $31.21 $21.54 $23.08
South Scottsdale 3,245,194 6,777 197,944 9.7% 3.5% 0 7,000 (1,375) $23.78 $14.19 $17.13
Airport Area 3,115,016 0 160,973 6.2% 3.2% 0 0 (4,400) $15.75 $23.79 $20.45
Goodyear 2,626,217 0 168,369 7.7% 1.7% 0 11,708 2,497 $18.62 $19.14  $18.41
Loop 101/1-10 2,295,126 0 80,519 4.3% 1.2% 0 7,000 0 $24.00 $16.11  $14.92
Gateway Airport 2,075,989 0 126,362 6.6% 4.2% 0 0 1,300 $14.36 $17.19 $15.88
Deer Valley 1,773,295 0 62,412 4.1% 1.0% 0 0 2,284 $29.00 $18.10 $18.85
Queen Creek 1,514,513 0 101,877 7.1% 0.0% 0 0 0 $0.00 $20.47 $20.47
South Mountain 1,077,624 0 68,162 8.2% 1.0% 0 0 (1,400) $25.00 $22.89 $23.07
East Phoenix 6,626,011 12,221 478,417 18.5% 1.3% 0 2,400 (1,778) $23.21 $11.71  $15.25
Outlying Pinal County 5,951,360 0 442,828 10.1% 1.4% 0 102,072 (2,760) $18.08 $14.35 $11.79
West Phoenix/Maryvale 5,630,743 4,830 440,107 7.7% 7.8% 0 0 (3,181) $13.35 $10.96 $11.94
Sun City 2,544,369 14,490 300,306 14.8% 4.5% 0 0 0 $21.64 $10.92 $11.36
Anthem 1,851,297 0 106,949 7.2% 1.4% 0 0 0 $0.00 $14.47 $15.14
Tolleson 1,648,386 0 123,427 9.7% 4.1% 0 0 0 $14.90 $8.48 $9.81
Buckeye 51,997 0 0 4.0% 2.1% 0 0 0 $0.00 $24.00 $24.00
Carefree 1,206,488 0 156,050 15.1% 1.6% 0 0 0 $16.00 $16.15  $16.14
Apache Junction 1,220,966 0 74,527 5.3% 7.3% 0 0 0 $15.00 $14.13  $14.13
Laveen 1,226,827 0 70,872 5.9% 4.4% 0 0 0 $0.00 $25.33  $19.53
South Phoenix 1,060,865 0 48,561 6.6% 2.3% 0 0 0 $13.90 $12.00 $12.79
Fountain Hills 509,009 0 60,760 11.1% 13.1% 0 0 4,515 $14.58 $16.00 $14.83
West Outlying Maricopa 5,630,743 4,830 436,926 0.0% 1.5% 0 0 4,270 $0.00 $0.00 $12.04
174,935,467 130,281 13,768,018 10.0% 54,930 242,239 545,515
a contained in this market report is obtained from The CoStar Group, Inc., and is used under licensed permission. The report is based on all Metro-Phoenix markets for retail buildings. It includes sublease
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https://www.avisonyoung.com/en_US/
https://twitter.com/AvisonYoung
https://www.linkedin.com/company/avison-young-commercial-real-estate
https://www.youtube.com/channel/UCzTaBB0MrGnP-9JyJH1r-xw
https://www.instagram.com/avison_young_global/
https://www.avisonyoung.com/blog

