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Phoenix
Industrial Insight

With a healthy mix of user demand across all size ranges, Phoenix is far from 
its peak. Sustained economic and population growth, as well as the overall 
affordability and accessibility of the metro area, continues to attract users. 
Unlike previous cycles, which relied heavily on the homebuilding industry, 
demand – and risk – is now spread across a diverse range of growing sectors.  
Phoenix recorded a whopping 9.8 million square feet of net absorption in 
2017, the largest annual gain in market history. The previous peak of nearly 
7.9 million square feet in 2005 fell in the middle of one of the largest 
expansionary periods recorded in Phoenix, when there was at least 6.0 million 
square feet of net absorption recorded between 2004 and 2007. 
Ten years later, sustained demand has once again resulted in a 4-year streak 
of net absorption gains of 6.0 million square feet or more. With developers 
more cautious and less willing to gamble on speculative projects, Phoenix has 
avoided the overbuilding that resulted in one of the highest vacancy rates in 
the country by 2010. Today, vacancy sits at its lowest rate since 2007, falling 
140 basis points this year alone. Additionally, rates are still below the previous 
peak of $0.58 p.s.f. reached in 2008.
Outlook
Despite the many milestones that the Phoenix industrial market has reached 
during the current expansionary period, it’s hard not to fear a bust following 
the boom – especially for those who remember how the last cycle ended. 
However, everyone is bracing for an impact that doesn’t seem to be coming. 
With vacancy continuing to decline, absorption outpacing construction and 
rate growth holding steady, there haven’t been any signs of a slowdown. The 
coming year has the potential to reach new heights in excess of 10.0 million 
square feet of net absorption, with developers gearing up to deliver more 
robust speculative offerings to meet the unprecedented demand. 

Fundamentals Forecast
YTD net absorption 9,832,441 SF 
QTD net absorption 2,931,981 SF
Under construction 4,973,875 SF
Total vacancy 7.6%
Average asking rent (NNN) $0.52 PSF
Tenant improvements Rising
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Absorption reaches all-time annual high, with no signs 
of peaking
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For more information, contact:  Kiana Cox | kiana.cox@am.jll.com

• 2017 recorded the largest annual net absorption gains in Phoenix history
• This marks the fourth consecutive year of annual net absorption totaling 

6.0 million s.f. or more, not seen since 2004-2007
• Total vacancy fell to 7.6 percent, the lowest rate in 10 years
• Asking rates increased 4.2 percent year-over-year, with no signs of 

growth slowing in the near future
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