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Q2 2019

Phoenix

Industrial Insight

Following 2019’s strong debut, the halfway point of 2019 has registered great 
absorption, fueling declines in the vacancy rates which is currently fifty basis 
points above Phoenix’s historical low in 2006. The Southwest Valley is often 
one of the strongest performers, however, Q2 was led by the Southeast Valley 
and Z Modular’s 222,000 square foot move-in. Both Nestle and ULTA 
Cosmetics left their spaces in the Southwest Valley, leaving 624,000 square 
feet of negative absorption in the submarket. Both users moved due to space 
consolidation in other markets and altering business strategy. Despite this, 
the Southwest Valley currently stands as the most in-demand submarket in 
the nation, with both big-box and mid-bay users looking for adequate space.

Overall absorption, property sales, and land sales have seen great help in the 
last two quarters from an increase in data center activity, with large users 
such as Microsoft and Stream Realty Services setting up, or preparing to open 
operations throughout the Valley. Easy access to power easements, fiber 
lines, and a low cost of power per kilowatt have all influenced this trend. 
Maricopa County currently offers power at an average of $0.064 per kilowatt 
hour; a $0.03 decrease in price since 2014. In addition to upcoming data 
center activity, The HUB, a 790,980 square feet project, and West 202 Logistics 
Center, 554,000 square feet project, are currently under construction in the 
Southwest Valley, which may ease the tight vacancy rate.

Fundamentals Forecast

YTD net absorption: 3,268,946 SF

QTD net absorption: 1,879,993 SF

Under construction: 6,307,580 SF

Total vacancy: 6.7%

Average asking rent (NNN): $0.54

Tenant improvements: Rising 
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2019’s momentum continues as Phoenix approaches 
record low vacancy with growing tenant prospects
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For more information, contact: 

Rudolph Perez  |  rudolph.perez@am.jll.com | 602-282-6350

• Desirable fundamentals have attracted a large following, with the 
Southwest Valley submarket being #1 in the nation for active prospects

• Strong absorption has brought vacancy to a ten year low of 6.7 percent, 
quickly approaching the historic record of 6.2 percent 

• Industrial land sales are at a historic high, fueled largely by recent 
datacenter activity in the Southwest and East Valley
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Outlook

Market fundamentals continue to prove Phoenix’s overall practicality for all 
industrial users in vary industries throughout the valley. Large, big-box 
tenants vacated this quarter, however, these move-outs were due to variables 
outside of Phoenix’s viability to industrial users. The combination of 
absorption continuing to outpace construction and a growing list of tenants 
in the market suggest that Phoenix is currently undersupplied. Tenants in the 
market will continue to increase with less than desirable options for mid-bay 
to large users. 
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