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Investment Overview
 > The Greater Phoenix investment market generated headlines 
at the end of 2017, highlighted by the metro area’s largest 
commercial real estate sale on record. With property 
performance continuing to strengthen across all sectors, the 
investment market should remain active in the year ahead. 

 > Sales activity generally accelerated during the fourth quarter, 
with sales of shopping centers and industrial buildings leading 
the way. The one segment of the market where sales activity did 
not gain momentum was the medical office sector. 

 > Pricing trends were uneven during the fourth quarter. Prices 
rose in office and medical office buildings, but inched lower in 
shopping centers and industrial buildings. For the full year, prices 
generally trended higher. 

 > Cap rates generally compressed into the low- to mid-7 percent 
range in 2017. Investor demand is outpacing the number of 
properties available for acquisition. Rents are also on the rise, 
allowing buyers to accept lower cap rates today in anticipation of 
stronger cash flows going forward. 

Phoenix Pricing Trends
by Property Type
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Office
 > Sales of office buildings rose by more than 10 percent from the 
third quarter to the fourth quarter. Dollar volume surged in the 
fourth quarter, fueled by the $928-million sale of the Marina 
Heights project in Tempe.

 > Prices rose in 2017, highlighted by a spike in the final few months 
of the year. The median price in properties that sold during 
the fourth quarter was $184 per square foot, up more than 30 
percent from the figure in the third quarter. This brought the 
median price for 2017 to $138 per square foot, up 6 percent from 
the 2016 median price. 

 > Following a rise during the third quarter, cap rates dipped below 
7 percent during the fourth quarter, bringing the average for all of 
2017 to 7.5 percent. Cap rates in 2017 were down approximately 
30 basis points from the 2016 average. 

OFFICE SALE ACTIVITY

Property Address Submarket Sale Date  Size (SF)  Sale Price  Sale Price/SF 

300-600 E Rio Salado Pky., Tempe Tempe 12/7 2,024,139  $928,000,000  $459 

4150 & 4250 N Drinkwater Blvd., Scottsdale Scottsdale South 12/22 226,112  $68,933,000  $305 

3333 E Camelback Rd., Phoenix Camelback Corridor 12/19 96,248  $21,250,000  $221 

Investment Trends > Office
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Medical Office
 > Sales of medical office condos were flat from the third quarter to 
the fourth quarter. The pace of sales velocity slowed during the 
second half of the year, and total transaction activity in 2017 lagged 
2016 levels by nearly 30 percent. 

 > While fewer medical office condos are selling, prices are still 
trending higher. The median price during the fourth quarter spiked 
by approximately 50 percent, reaching $219 per square foot. For all 
of 2017, the median price was $181 per square foot, an 8 percent 
increase from 2016. 

 > Sales of traditional, non-condo medical office buildings fell by 
more than 20 percent from the third quarter to the fourth quarter 
and for the year, sales slowed by nearly 30 percent compared to 
2016 levels. 

 > Prices rose in the fourth quarter, with the median price spiking to 
$225 per square foot. Prices are highest in larger buildings. The 
median price in sales of buildings larger than 40,000 square feet 
was $220 per square foot in 2017, compared to $148 per square 
foot in smaller buildings. Cap rates fell 100 basis points in 2017 to 
approximately 7 percent. 

Investment Trends > Medical Office

MEDICAL OFFICE SALE ACTIVITY

Property Address/Name Submarket Sale Date  Size (SF)  Sale Price  Sale Price/SF 

7330 N 99th Ave., Glendale Glendale 12/21  59,895  $15,800,000  $264 

174 W Highway 287, Florence Pinal County 11/9  12,182  $4,095,000  $336 
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Industrial
 > Sales of industrial buildings closed 2017 on an upswing, rising 
13 percent from the third quarter to the fourth quarter. For the 
year, sales velocity was up 16 percent compared to 2016 levels. 
More buildings sold in 2017 than in any year since 2007. 

 > After a rise during the third quarter, the median price in 
the fourth quarter dipped back to $83 per square foot. The 
median price for all of 2017 was also $83 per square foot, up 
approximately 15 percent from the 2016 median price. 

 > Cap rates compressed in 2017, particularly in the second half 
of the year. The average cap rate during the fourth quarter 
was in the mid-6 percent range. In 2017, the average cap rate 
was approximately 7 percent, down 30 basis points from the 
2016 average.

Investment Trends > Industrial

INDUSTRIAL SALE ACTIVITY

Property Address/Name Submarket Sale Date  Size (SF)  Sale Price  Sale Price/SF 

7200 W Buckeye Rd., Phoenix Southwest 12/5  400,000  $31,200,000  $78 

6877 & 6971 E Frye Rd., Chandler Southeast 12/28  162,714  $26,500,000  $163 

1524 W 14th St., Tempe Southeast 10/12 175,314  $18,100,000  $103 
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Shopping Centers
 > Sales activity of shopping centers accelerated during the 
fourth quarter, surging by approximately 35 percent from 
activity levels in the third quarter. While sales spiked at 
the end of the year, sales velocity in 2017 was down 4 
percent from the 2016 total.  

 > The median price inched lower during the fourth quarter, 
dipping 26 percent to $109 per square foot. The median 
price for all of 2017 was $114 per square foot, 6 percent 
lower than the median price in 2016.  

 > Cap rates inched lower in the fourth quarter, averaging 
approximately 7 percent. The average cap rate in 
shopping center transactions in 2017 was approximately 
7.4 percent, about 40 basis points higher than the  
2016 average. 

Investment Trends > Shopping Centers
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SHOPPING CENTERS SALE ACTIVITY

Property Address/Name Submarket Sale Date  Size (SF)  Sale Price  Sale Price/SF 

4021-4970 S Gilbert Rd., Chandler/The 
Plant East Valley 12/15 57,334  $25,750,000  $449 

13811-13843 N Tatum Blvd., Phoenix North Scottsdale 11/29 55,738  $11,000,000  $197 

2235 S Power Rd., Mesa/Kiowa Village East Valley 11/2  46,035  $7,850,000  $171 
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