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Q1 2019 | Phoenix Office Market Overview 

 
	 Total Sales 

$418M
Q4 2018: $660M

No. of Transactions 

112 
Q4 2018: 130

Average PSF  

$159.16 
Q4 2018: $149.27

Average Cap Rate 

7.36%
Q4 2018: 7.29%

Sales by the Numbers: Q1 2019

Absorption/Vacancy
2009 - 2019 YTD

Buyer Type
Q1 2019 Sales

Rental Rates
Per Month, 2009 - 2019 YTD

Key Takeaways
* Compared To Last Quarter

	      Total Vacancy
	    16.2%
 
	      Q1 Net Absorption 

	      1,113,006 SF

	      Average Asking Rents
	      $24.69 PSF

	      Under Construction
	     2,227,704 SF

	      Sublease Space
	      1,683,246 SF
 

Property Address Buyer Seller Class Sales Price SF
1665 W. Alameda Dr. Ascent Real Estate Advisors Wentworth Property Group B $71,500,000 236,188
3003 N. Central Ave. Ryan Companies Colony Capital A $42,340,000 458,223
14642-14820 N. Del Webb Anchor Health Properties Whiteboard Inc. A $25,250,000 106,503
2020 N. Central Ave. Sperry Commercial Arizona Central Credit Union A $23,888,888 247,645
11201 N. Tatum Blvd. Madison Marquette HighBrook Investors A $17,850,000 110,766

 

,

Tenant Name Property Name Address Class Submarket SF
Voya Financial Allred Park Place 1700 S. Price Rd. A Chandler 151,359
WeWork The Watermark Phase 1 410 N. Scottsdale Rd. A Tempe 68,968
Steward Health Choice Three Gateway Center 410 N. 44th St. A 44th St. Corridor 66,779
Caris Papago Gateway Center 350 W. Washington St. A Tempe 38,640
W.L. Gore & Associates Whispering Wind Corporate Center 2205 W. Whispering Wind Dr. B Deer Valley 38,308

 

,

Q1 2019 Top Office Leases

Sales Volume by Buyer Type
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Q1 2019 Top Office Sales

The Phoenix office market is off to a stellar start in 
2019 as it posted key gains in mostly all key metrics.  
Vacancy rates went down, asking rates rose, and the 
average cap rate percentage barely moved.  Net 
absorption for the quarter sky rocketed, compared to 
last quarter, and total sales for the quarter topped out 
at $418M.

A total of 386,735 square feet of office space was 
delivered in the quarter, with over 2.2 million square 
feet still under construction.  The largest deliveries 
of the quarter came from two build to suits totaling 
350,000 square feet.

Discovery Business Campus, the largest delivery of 
the quarter, is located in the South Tempe/Ahwatukee 
submarket with a size of 200,000 square feet.  The 
other large build to suit delivered in the quarter was 
Rio 2100, Bldg. 3, a 150,000 square foot Class A 
building located in the Tempe submarket.  Tempe still 
leads the market in most space under construction at 
987,314 square feet.

Vacancy rates decreased to 16.2% from 17.57% in 
Q4 2018.  Class A vacancy rates crept down to 14.6% 
from 15.8%.  Average asking rates rose $0.50 from last 
quarter to $24.69 PSF.  The Camelback Corridor saw 
a large increase in average asking rates as it went up 
to $35.52 PSF, compared to last quarter’s number of 
$32.52 PSF.  The centralized location and quality of 
Class A office buildings in the Camelback Corridor will 
continue to attract tenants throughout the Valley.

The largest office projects under construction are The 
Grand, Phase II and The Watermark, Phase I, which 
are expected to be completed in the second half of 
2019.  The only new development to enter the market 
is The Collab, a 40,000 square foot spec office build-
ing in the Chandler submarket.

The Alameda was the largest sale of the first quarter at 
$71,500,000 ($302.72 PSF).  The 236,188 square foot 
Class B office building was purchased by Ascent Real 
Estate Advisors and sold by Wentworth Property Com-
pany in the Airport Area submarket.  Colony Capital 
sold Phoenix Corporate Tower to Balfour Pacific for 
$42,340,000, the second largest sale of the quarter.  
The 458,223 square foot Class A office building was 
sold in the Midtown submarket.

Voya Financial signed the largest lease of the first 
quarter by taking 151,359 square feet at Allred Park 
Place in Chandler.  WeWork took 68,968 square feet 
at the Watermark, Phase I, located along Tempe 
Town Lake.  The 2019 Phoenix office sector has a ton 
of momentum heading into the second quarter with 
rental rates remaining strong, vacancy rates declining, 
and cap rates hovering in the low 7’s.  The first quarter 
is forecasting healthy market conditions throughout 
2019.

ABSORPTION VACANCY

Balfour Pacific
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Phoenix Office Submarket Map

  1.  Downtown Phoenix

  2.  Midtown Phoenix

  3.  Midtown/Central Phoenix

  4.  44th St. Corridor

  5.  Camelback Corridor

  6.  Piestewa Corridor

  7.  Northwest Phoenix

  8.  Southwest Phoenix

  9.  Sky Harbor Airport

10.  S. Tempe/Ahwatukee

11.  Tempe

12.  Scottsdale South

13.  Central Scottsdale

14.  Paradise Valley

15.  Deer Valley Airport

16.  Arrowhead

17.  Glendale

18.  Chandler

19.  Gateway/Loop 202

20.  Superstition Corridor

21.  Mesa Downtown

22.  Mesa East

23.  Scottsdale Airpark

24.  N. Scottsdale/Carefree

25.  N. Phoenix/Cave Creek

26.  North I-17

27.  Loop 303/Surprise

28.  West I-10

 Q1 2019    Phoenix Office Market Statistics

Inventory Under Asking
Total Direct SF Percent Sublease SF Percent Total SF Percent Q1 2019 YTD 2019 Vacant SF Total SF Percent Construction FS Rents

Class A 42,148,868 6,147,322 14.6% 322,884 0.8% 6,470,206 15.4% 806,500 806,500 322,884 971,732 2.3% 1,811,334 $29.52 $1,244,234,583.36
Class B 53,125,186 9,638,436 18.1% 410,040 0.8% 10,048,476 18.9% 297,976 297,976 410,040 708,115 1.3% 416,370 $21.24 $1,128,378,950.64
Class C 5,819,008 619,825 10.7% 3,399 0.1% 623,224 10.7% 8,530 8,530 3,399 3,399 0.1% - $15.60 $90,776,524.80
Building Type Total 101,093,062 16,405,583 16.2% 736,323 0.7% 17,141,906 16.9% 1,113,006 1,113,006 736,323 1,683,246 1.7% 2,227,704 $24.69 $25.44

Inventory Under Asking
Total Direct SF Percent Sublease SF Percent Total SF Percent Q1 2019 YTD 2019 Vacant SF Total SF Percent Construction FS Rents

  1.  Downtown Phoenix 6,735,820 1,058,518 15.7% 85,278 1.3% 1,143,796 17.0% (117,926) (117,926) 85,278 201,567 3.0% 205,000 $30.24 $203,691,196.80
  2.  Midtown Phoenix 9,451,307 2,311,074 24.5% 34,242 0.4% 2,345,316 24.8% (63,094) (63,094) 34,242 119,281 1.3% - $23.64 $223,428,897.48
  3.  Midtown/Central Phoenix 1,978,862 200,859 10.2% 2,365 0.1% 203,224 10.3% 9,808 9,808 2,365 - 0.1% - $18.36 $36,331,906.32
  4.  44th St. Corridor 2,634,928 338,318 12.8% 2,586 0.1% 340,904 12.9% 13,780 13,780 2,586 32,277 1.2% - $26.28 $69,245,907.84
  5.  Camelback Corridor 7,470,283 1,336,301 17.9% 66,896 0.9% 1,403,197 18.8% 107,683 107,683 66,896 201,894 2.7% - $35.52 $265,344,452.16
  6.  Piestewa Corridor 2,346,564 436,875 18.6% 9,244 0.4% 446,119 19.0% 9,813 9,813 9,244 9,244 0.4% - $23.64 $55,472,772.96
  7.  Northwest Phoenix 6,219,279 1,570,141 25.2% 42,920 0.7% 1,613,061 25.9% (80,770) (80,770) 42,920 42,920 0.2% - $18.72 $116,424,902.88
  8.  Southwest Phoenix 1,305,322 227,182 17.4% - 0.0% 227,182 17.4% - - - - 0.0% - $25.08 $32,737,475.76
  9.  Sky Harbor Airport 6,648,238 1,236,896 18.6% 165,957 2.5% 1,402,853 21.1% 261,066 261,066 165,957 240,677 3.6% - $18.72 $124,455,015.36
10.  S. Tempe/Ahwatukee 5,240,285 676,782 12.9% 36,368 0.7% 713,150 13.6% 360,835 360,835 36,368 46,212 0.9% - $18.72 $98,098,135.20
11.  Tempe 8,986,223 738,447 8.2% 11,344 0.1% 749,791 8.3% 377,325 377,325 11,344 57,127 0.6% 987,314 $25.56 $229,687,859.88
12.  Scottsdale South 4,931,960 616,760 12.5% 57,754 1.2% 674,514 13.7% (1,476) (1,476) 57,754 148,125 3.0% 151,318 $31.32 $154,468,987.20
13.  Central Scottsdale 5,266,619 656,435 12.5% 61,083 1.2% 717,518 13.6% 4,905 4,905 61,083 95,001 1.8% 123,020 $26.88 $141,566,718.72
14.  Paradise Valley 2,063,449 301,054 14.6% 12,210 0.6% 313,264 15.2% 48,646 48,646 12,210 16,310 0.8% - $25.21 $52,019,549.29
15.  Deer Valley Airport 5,568,651 1,050,984 18.9% 9,067 0.2% 1,060,051 19.0% (19,651) (19,651) 9,067 9,067 0.2% - $20.04 $111,595,766.04
16.  Arrowhead 1,029,371 111,865 10.7% 3,677 0.4% 115,542 11.1% (3,938) (3,938) 3,677 3,677 0.4% - $23.76 $24,457,854.96
17.  Glendale 1,532,857 241,117 15.7% - 0.0% 241,117 15.7% (7,270) (7,270) - - 0.0% - $22.44 $34,397,311.08
18.  Chandler 6,473,586 1,265,384 19.5% - 1.8% 1,265,384 19.5% 233,679 233,679 - 78,488 1.2% 714,052 $22.08 $142,936,778.88
19.  Gateway/Loop 202 301,673 22,422 7.4% 41,064 13.6% 63,486 21.0% (416) (416) 41,064 41,064 13.6% - $18.60 $5,611,117.80
20.  Superstition Corridor 2,484,789 282,793 11.4% 13,432 0.5% 296,225 11.9% 17,456 17,456 13,432 36,323 1.5% - $20.16 $50,093,346.24
21.  Mesa Downtown 620,657 28,261 4.6% - 0.0% 28,261 4.6% 6,335 6,335 - 8,832 1.4% - $14.88 $9,235,376.16
22.  Mesa East 527,399 48,426 9.2% - 0.0% 48,426 9.2% (12,244) (12,244) - - 0.0% - $16.32 $8,607,151.68
23.  Scottsdale Airpark 8,980,668 1,182,302 13.2% 76,586 0.9% 1,258,888 14.0% (25,017) (25,017) 76,586 290,910 3.2% 47,000 $28.20 $253,254,837.60
24.  N. Scottsdale/Carefree 583,451 129,371 22.2% - 0.0% 129,371 22.2% (9,239) (9,239) - - 0.0% - $24.12 $14,072,838.12
25.  N. Phoenix/Cave Creek 13,607 - 0.0% - 0.0% - 0.0% - - - - 0.0% - $12.00 $163,284.00
26.  North I-17 300,019 80,181 26.7% - 0.0% 80,181 26.7% 5,651 5,651 - - 0.0% - $23.88 $7,164,453.72
27.  Loop 303/Surprise 376,579 36,000 9.6% - 0.0% 36,000 9.6% (4,189) (4,189) - - 0.0% - $21.60 $8,134,106.40
28.  West I-10 1,020,616 220,835 21.6% 4,250 0.4% 225,085 22.1% 1,254 1,254 4,250 4,250 0.4% - $22.80 $23,270,044.80
Phoenix Metro Total 101,093,062 16,405,583 16.2% 736,323 0.7% 17,141,906 16.9% 1,113,006 1,113,006 736,323 1,683,246 1.7% 2,227,704 $24.69 $24.69

* When innaccurate or newly updated information is discovered, it is incorporated into current reporting which may negate comparison to previously published market reports.

* Net absorption is calculated by the net change in physically occupied space between the current period and the previous period based on our competitive building inventory.

Sublease AvailableNet AbsorptionVacancy Rate
Office Submarket

Building Class
Vacancy Rate Net Absorption Sublease Available

Balfour Pacific



Follow us on:

About Lee & Associates
	 Now in our 27th year, Lee & Associates 
Arizona specializes in providing exceptional 
commercial brokerage services to the industrial, 
office, land and investment sectors of the Phoenix 
commercial real estate market. The Phoenix office 
was established in 1991 and is now recognized as 
one of the most successful brokerage firms in the 
state. Each of our 57 nationwide Lee & Associates 
offices has a strong local ownership combined 
with a powerful platform from the national Lee & 
Associates network.

3200 East Camelback Road, Suite 100
Phoenix, Arizona 85018
602.956.7777 | www.leearizona.com

	 The information contained herein has been 
obtained from third-party sources believed to be 
reliable; however, Lee & Associates Arizona has not 
independently verified its accuracy. Lee & Associates 
makes no representations, guarantees, or express 
or implied warranties of any kind regarding the 
accuracy or completeness of the information and 
details provided herein, including but not limited to 
the implied warranty of suitability and fitness for a 
particular purpose. 

	 Interested parties should perform their own due 
diligence regarding the accuracy of the information. 
The information provided herein, including any sale 
or lease terms, is being provided subject to errors, 
omissions, changes of price or conditions, prior sale 
or lease, and withdrawal without notice by third-party 
data source providers.

	 The Phoenix Office Market Report compiles 
relevant market data by using a third-party 
database for the proprietary analysis of specific 
office properties above 10,000 SF in the Phoenix 
Metropolitan Area.

© Copyright 2019 Lee & Associates Arizona.  
All rights reserved.

Market report analysis by:  
Lee & Associates Arizona
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Building Name Class Building Address Type Submarket Total SF Leased SF Delivery

The Grand, Phase II A 1127 N. Papago Dr., Tempe Spec Tempe 352,481 0 Q2 2019

The Watermark, Phase I A 410 N. Scottsdale Rd., Tempe Spec Tempe 284,000 74,121 Q3 2019

Allred Park Place - Bldgs. 15 & 16 A 1650-1700 S. Price Rd., Chandler Spec Chandler 270,000 191,319 Q2 2019

Block 23 at Cityscape A 101 E. Washington St., Phoenix Spec Downtown Phoenix 205,000 19,462 Q3 2019

I.D.E.A. Tempe Phase I A 850 W. Rio Salado Pky., Tempe Spec Tempe 185,833 120,048 Q3 2019

RIO2100 Phase V B 2100 E. Rio Salado Pky., Tempe Spec Tempe 165,000 0 Q4 2019

Chandler Freeway Crossing II B 2625 W. Geronimo Pl., Chandler Spec Chandler 153,370 0 Q2 2019

SkySong Innovation Center 5 A 1465 N. Scottsdale Rd. Scottsdale Spec South Scottsdale 151,318 36,013 Q3 2019

Chaparral Commerce Center III A 5801 N. Pima Rd., Scottsdale Spec Central Scottsdale 123,020 123,020 Q2 2019

The Commons at Rivulon - Bldg C A SEC Pecos Rd. & Gilbert Rd., Gilbert Spec Chandler 102,434 0 Q3 2019

The Commons at Rivulon - Bldg D A SEC Pecos Rd. & Gilbert Rd., Gilbert Spec Chandler 97,248 0 Q3 2019

New Square - Phase I B 180 S. Arizona Ave., Chandler Spec Chandler 51,000 18,972 Q1 2020

Perimeter Center B 17300 N. Perimeter Dr., Scottsdale Spec Scottsdale Airpark 47,000 18,236 Q1 2020

The Collab A 325 N. Ash St., Gilbert Spec Chandler 40,000 0 Q3 2019

Total 2,227,704 601,191

Under Construction  

SkySong 5 The Offices at Chandler Viridian Rivulon
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Deliveries  
Building Name Class Building Address Type Submarket Total SF Leased SF Delivery
Discovery Business Campus B 2190 E. Elliot Rd., Tempe BTS S. Tempe/Awhatukee 200,000 200,000 Q1 2019

RIO2100 Bldg. 3 A 2100 E. Rio Salado Pky., Tempe BTS Tempe 150,000 150,000 Q1 2019

Chauncey Lane A SEC Scottsdale Rd. & Chauncey Ln. Spec Scottsdale Airpark 36,735 3,746 Q1 2019

Total 386,735 353,746 Q1 2019


