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Background

The ASU Commercial Real Estate Brokers Forward Looking Survey (“Survey’) has now been held for 7 consecutive years (fourteen
separate surveys). It was first held in October 2013. This report includes results of the Survey conducted in the last 2 weeks of March
2020 and is for the time period April — September 2020. The Survey was sent to over 960 real estate salespersons and brokers who work
in all segments and product types of the commercial real estate market. The Center for Real Estate Theory and Practice conducts the
survey every six (6) months to track the perceptions, insights and trends in the Phoenix commercial real estate market.

One objective of the Survey is to seek informed opinion and to hopefully achieve consensus on forward-looking key indicators of the
commercial real estate market in the Phoenix metropolitan area. Each session builds on previous Survey results and the information
gathered is synthesized chronologically to provide an indication of trends. The following charts indicate answers from all respondents.
The responses are anonymous. These are the forward-looking opinions of the professionals who are in the market every day and know
it best. These survey results are their opinions based upon their experience.

The results should come as no surprise given the fact the survey was sent just as Arizona was beginning to feel effects of the COVID-
19 pandemic. I believe if this survey was done only 1 month earlier, the responses would have been very different. The year began with
optimism that employment and population growth would continue with a slight chance of moderate slowdown by 2021. It is shocking
to see the significant change in opinions so quickly.

This is the first time since October 2013 that respondents think we will be in a recession in the next six (6) months, let alone the 45%
that did respond as such. Eighty-one percent (81%) of respondents believe that there will be a correction or recession in the next six (6)
months.




Results also point to a growing divide with economic development programs and the effect Federal Government is having. Fifty-seven
percent (57%) of respondents believe investor returns will go down over the next six (6) months compared to twenty-two (22%) last
October. Optimism in the Phoenix market feel from 96% to 68%. Generally, all product types are expected to see an increase in vacancy
and decrease in rental rates.

I took a course in graduate school titled “Urban Population Process”. My professor told us on the first day of class something I never
forgot — “Those who know how to predict the future, know better”. We do not know the duration or full impact of the current situation
so we do not know enough to predict with confidence what the next month will be like, let alone the next 6 months. Let’s hope the
Survey in October shows and equally dramatic increase in optimism. I know enough not to make that prediction.

Mark Stapp

Executive Director, Master of Real Estate Development
Director, Center for Real Estate Theory and Practice
Fred E. Taylor Professor of Real Estate

* Some Respondents only answered questions to their specific product type such as Industrial or Retail, while others answered
questions about all of the product types. All Respondents answered questions about the Market Overall.




Where are we in the cycle?

THE MARKET OVERALL

10/13|04/14|10/14|04/15|10/15(04/16|10/16(04/17|10/1704/18|10/18(04/19|10/19|04/20| PE Trends
Expansion 13% | 47% | 8% | 58% | 90% | 71% | 52% | 59% | 67% | 69% | 78% | 54% | 64% | 12% | 1% |~7 ™=\,
Recovery 87% | 53% | 92% | 33% | 10% | 29% | 22% | 22% | 9% | 19% | 3% | 0% | 2% | 0% | 10% | e ...
Correction 0% | 0% | 0% | 9% | 0% | 0% | 3% | 7% | 3% | 2% | 2% | 0% | 0% | 36% | 42% | o euin )
Maturity 0% | 0% | 0% | 0% | 0% | 0% | 22% | 12% | 21% | 11% | 17% | 26% | 34% | 7% | 8% |.... 2™
Recession 0% [ 0% | 0% | 0% [ 0% | 0% | 1% | 0% | 0% | 0% | 0% | 0% | 0% | 45% | 39% I
In what direction is the metro Phoenix market moving?
10/13|04/14|10/14(04/15|10/15(04/16|10/16(04/17|10/17 | 04/18|10/18|04/19|10/19|04/20| PE Trends
Up 33% | 27% | 84% | 100% [ 100% | 100% | 88% | 92% | 90% | 98% | 98% | 84% | 82% | 26% | 14% |.¢ iy
Down 33% | 7% | 8% | 0% | 0% | 0% | 1% | 1% | 0% | 2% | 0% | 3% | 0% | 46% | 51% .../
Stationary 34% [ 66% | 8% | 0% [ 0% | 0% | 11% | 7% | 10% | 0% | 2% | 13% | 18% | 28% | 35% |*', . crspee""
Will the number of people who have stopped working or stopped looking for work affect commercial real estate markets?
10/13|04/14|10/14|04/15|10/15|04/16|10/16|04/17 10/17 |04/18 10/18|04/19(10/19|04/20| PE Trends
Absolutely 20% | 87% | 92% | 36% | 27% | 29% | 43% | 41% | 25% | 24% | 17% | 8% | 20% | 66% | 87% |/ verter, s’
Not At All 0% | 13% | 8% | 9% | 64% | 64% | 25% | 42% | 50% | 56% | 61% | 65% | 62% | 7% | 1% |,/ *" .
Not Yet, But It Will | 80% | 0% | 0% | 55% | 9% | 7% | 32% | 17% | 25% | 20% | 22% | 27% | 18% | 27% | 12% |\, pesersere




Are local economic development programs and the real estate markets aligned?

10/13(04/14|10/14|04/15(10/15(04/16|10/16|04/17(10/17|04/18|10/18|04/19(10/19|04/20| PE Trends
Yes 38% | 46% | 62% | 56% | 53% | 76% | 68% | 63% | 30% |, « """,
No 11% | 11% | 3% | 11% | 5% | 3% | 10% | 14% | 32% |evpoy o
Not Yet, but Improving 51% | 43% | 35% | 33% | 42% | 21% | 22% | 23% | 38% | *+* .. *

Is uncertainty in the federal government affecting the commercial real estate market and hindering our local growth

potential?
10/13|04/14|10/14|04/15|10/15|04/16(10/16(04/17|10/17|04/18|10/18|04/19|10/19|04/20| PE Trends
Yes 100% | 100% | 83% | 82% | 71% | 57% | 37% | 46% | 43% | 22% | 16% | 36% | 59% | 62% | ~“*tees, .
No 0% | 0% | 17% | 18% | 29% | 43% | 63% | 54% | 57% | 78% | 84% | 64% | 41% | 38% |, .er=™" *+=

How will changes in Federal regulations related to commercial real estate lending affect the market over the next 6 months?

10/13(04/14(10/14(04/15(10/15(04/16(10/16|04/17|10/17|04/18(10/18|04/19|10/19(04/20( PE Trends
Positively 6% | 56% | 31% | 35% | 37% | 40% | 26% | 61% | 45% ‘f'“"-'-"'wh
Negatively 53% | 18% | 24% | 30% | 22% | 14% | 22% | 16% | 24% '\,rn.___ﬁ,,.
No Change 41% | 26% | 45% | 35% | 41% | 46% | 52% | 23% | 31% Wﬂ\ﬂ
Where are interest rates for commercial loans headed in the next six months?
10/13|04/14|10/14|04/15|10/15(04/16|10/16|04/17|10/17|04/18|10/18(04/19|10/19|04/20| PE Trends
Up 93% | 0% | 25% | 18% | 45% | 36% | 48% | 81% | 52% | 85% | 83% | 19% | 4% | 18% | 12% '\,..wv“"’*;,,.
Down 7% | 21% | 0% 0% 0% 0% 1% 1% 2% 2% 2% 5% | 34% | 43% | 29% |.*, aed "
Stationary 0% | 79% | 75% | 82% | 55% | 64% | 51% | 18% | 46% | 13% | 15% | 76% | 62% | 39% | 59% 4%'"‘"




Where are investor returns headed in the next six months?

10/13|04/14|10/14|04/15|10/15|04/16|10/16(04/1710/17 |04/1810/18|04/19(10/19(04/20| PE Trends
Up 20% | 7% | 0% | 6% | 55% | 36% | 26% | 19% | 21% | 20% | 19% | 30% | 24% | 23% | 29% [s., ./ *swsveters
Down 47% | 14% | 8% | 13% | 9% | 14% | 23% | 29% | 22% | 33% | 24% | 16% | 22% | 57% | 54% [\\.....ssvd
Stationary 33% | 79% | 92% | 81% | 36% | 50% | 51% | 52% | 57% | 46% | 57% | 54% | 54% | 20% | 17% |/ “yersesrss

Has cap rate compression helped effect gains in core real estate values over the past six months (October 2019 — March 2020)?

10/13|04/14|10/14|04/15|10/15|04/16(10/16(04/17|10/17|04/18|10/18|04/19|10/19|04/20| PE Trends

Yes 60% | 80% |100% |100% |100% | 86% | 86% | 75% | 75% | 76% | 73% | 78% | 78% | 84% | 79% |/ *tssseress

No 20% | 20% | 0% | 0% | 0% | 14% | 14% | 25% | 25% | 24% | 27% | 22% | 22% | 16% | 21% | _ .~ =*
No Opinion 20%

Will cap rate compression continue in the next 6 months (April 2020 — September 2020)?

10/13|04/14|10/14|04/15|10/15|04/16|10/16(04/1710/17 |04/1810/18|04/19(10/19|04/20| PE Trends
Yes 53% | 21% | 50% | 73% | 55% | 50% | 45% | 48% | 48% | 54% | 53% | 57% | 78% | 21% | 18% [*# eererrr\
No 47% | 79% | 50% | 27% | 45% | 50% | 55% | 52% | 52% | 46% | 47% | 43% | 22% | 79% | 82% | seweees)”

What is the overall feeling about the metro Phoenix commercial real estate market?

10/13|04/14|10/14]|04/15|10/15|04/16|10/16|04/17|10/17| 04/18| 10/18| 04/19|10/19|04/20| PE | Trends
Optimistic 100% | 100% | 100% | 100% | 100% | 94% | 97% | 98% | 98% | 98% |100% | 96% | 68% | 72% |,
Pessimistic 0% | 0% | 0% | 0% | 0% | 6% | 3% | 2% | 2% | 2% | 0% | 4% | 32% | 28% | .. ......"




Will the flow of nvestment capital into the Phoenix market grow over the next 6 months?

10/13|04/14|10/14|04/15|10/15(04/16|10/16(04/17|10/17 | 04/18|10/18|04/19|10/19|04/20| PE Trends
Increase 29% | 60% | 46% | 67% | 70% |100% | 69% | 14% | 43% |~ -
Decrease 6% 0% 8% 0% 0% | 0% | 0% | 72% | 27% | ... A
Stay the Same 65% | 40% | 46% | 33% | 30% | 0% | 31% | 14% | 30% | " _aus
Have land prices reached their peak?
10/13|04/14|10/14|04/15|10/15(04/16|10/16(04/17|10/17 | 04/18|10/18|04/19|10/19|04/20| PE Trends
Yes 14% | 18% | 18% | 6% | 7% | 22% | 14% | 33% | 10% | 14% | 33% | 27% | 71% | 76% |.ee . otocrs
No 86% | 82% | 82% | 94% | 93% | 78% | 86% | 67% | 90% | 86% | 67% | 73% | 29% | 24% | T
Have homebuilders stopped buying land?
10/13|04/14|10/14(04/15|10/15(04/16|10/16(04/17|10/17|04/18|10/18|04/19|10/19|04/20| PE Trends
Yes 0% | 9% | 17% | 10% | 21% | 0% | 0% | 0% | 0% | 0% | 0% | 0% | 29% | 36% | .+ !
No 100% | 91% | 83% | 90% | 79% |100% | 100% | 100% | 100% | 100% | 100% | 100% | 71% | 64% | ™*~*¢ ,
Are homebuilders backing out of land deals?
10/13|04/14|10/14(04/15|10/15(04/16|10/16(04/17|10/17|04/18|10/18|04/19|10/19|04/20| PE Trends
Yes 93% |100% | 33% | 82% | 43% | 67% | 69% | 50% | 29% | 32% | 43% | 50% | 86% | 62% | /vt _.s™
No 7% | 0% | 67% | 18% | 57% | 33% | 31% | 50% | 71% | 68% | 57% | 50% | 14% | 38% |./\V*s=" "%




Will the difficulty for buyers to qualify and get financning have a great impact on homebuilding over the next 6 months?

10/13|04/14|10/14|04/15|10/15|04/16|10/16|04/17|10/17|04/18|10/18(04/19(10/19(04/20( PE Trends

Yes

33% | 64% | 28% | 19% | 32% | 33% | 27% | 71% | 79% |«" ., oss”
Nr'—ﬁ\_‘-

=)

67% | 36% | 72% | 81% | 68% | 67% | 73% | 29% | 21%

No




