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Economy

+ The downturn in the housing market and corresponding contraction in con-
struction have weighed on employment in Phoenix. During the last year,
local payrolls have been reduced by 7.1 percent, or 132,600 positions. In the
first two quarters of 2009, employers cut 67,600 workers in the metro.

+ While every sector of the Phoenix employment market has recorded year-
over-year job losses, the construction sector has been hit the hardest. Nearly
40,000 construction positions have been trimmed in the past 12 months, a
decrease of more than 25 percent.

¢ Declining property and income tax revenues are driving employment re-
ductions in the government sector, which once grew steadily as the metro’s
population expanded. This year, more than 7,000 government jobs are ex-
pected to be cut, a 3 percent drop.

¢ Outlook: In 2009, job losses are expected to total 104,000 positions across
the metro, a reduction of 5.8 percent. Last year, 111,200 workers were cut.

HoUSING AND DEMOGRAPHICS

+ During the past year, 8,200 single-family housing permits have been issued,
down 55 percent from the corresponding period one year ago. Developers
have pulled permits for 3,600 multi-family units in the last 12 months, a 60
percent drop-off from the year-earlier level.

¢ The Phoenix housing market has been one of the weakest in the country
in recent quarters. The median price of a single-family home in the metro
was $120,900 in the second quarter, sliding 40 percent year over year. Since
peaking in 2006, the median price has declined 56 percent.

+ Steep price reductions in for-sale housing have increased affordability. The
mortgage obligation for a median-priced home, using traditional financing,
is now $200 per month less than the average Class A asking rent. A glut of
unsold new houses and a full pipeline of lender-owned single-family resi-
dences and condos will likely drag on home prices in the coming quarters.

+ Outlook: Falling income due to a weak job market should continue to dis-
courage home purchases in Phoenix; during the past 12 months, the median
household income has declined 9.4 percent.

CONSTRUCTION

+ Despite easing demand and a growing shadow rental market, builders
have delivered 5,000 apartment units over the last year. Deliveries have
been fairly steady, with completions totaling 2,400 units so far in 2009.

+ Approximately 6,100 units are under construction in the Phoenix metro,
and another 14,700 rentals are planned. The delivery of projects that have
already broken ground will yield a 2.4 percent increase to inventory.

¢ The largest development to come online in the metro in 2009 will be the 724-
unit Trillium at Pinnacle Peak. While some of the units have been delivered
already this year, final completion of the project is expected in the second
half of 2009.

+ Outlook: Deliveries are forecast at 5,350 units this year, after approximately
4,400 rentals came online in 2008. During the past five years, an average of

4,000 apartments have been completed annually.

Marcus & Millichap ¢ Apartment Research Report









