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Summary

The W. P. Carey Center for Real Estate and Finance introduces the Metro Phoenix
Commercial Broker Sentiment Index (CBSI), a forward-looking indicator of market activity.
The CBSl is a diffusion index summarizing brokers’ responses on nine key market topics.
Values fall in the 0 to 100 range, with a level of 50 indicating neutrality. The index covers
topics from the Center’s semiannual ASU Broker Survey, which reflects the views of brokers
specializing in a broad range of asset classes. Where possible, we calculate past index
values using archived data. The inaugural value for October 2025 is 62.7, indicating
moderately positive sentiment.

Phoenix Commercial Broker Sentiment Index
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The table below shows the latest two values of the index, its nine components, and
three intermediate groupings by theme—local performance, economic conditions, and
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policy perceptions. For each concept, values above 50 indicate favorable sentiment and
positive changes over time indicate improving conditions.

Table 1: Components of the Metro Phoenix CBSI
April October

Index 2025 2025 Change
Commercial Broker Sentiment Index 59.9 62.7 2.8
Local performance 60.0 63.9 3.9

1. Direction of the market 84.4 81.5 -2.8

2. Vacancies 48.9 55.0 6.1

3. Rents 46.9 55.2 8.3
Economic conditions 59.4 68.6 9.3

4. Location in the cycle 65.6 55.1 -10.5

5. Interest rates 56.3 86.9 30.7

6. Investor returns 56.3 64.2 7.9

Policy perceptions 60.4 55.4 -5.0

7. Local development program alignment 65.6 65.2 -0.4

8. Federal uncertainty 50.0 32.8 -17.2

9. Federal regulation effect 65.6 68.4 2.8

The remainder of this document describes the source data and index construction
in greater detail.

Survey Information

The ASU Broker Survey consists of an Overall Market module and modules for seven
asset classes: Capital Markets, Land, Industrial, Multifamily, Office, Outpatient Medical
Facilities, and Retail. A total of 225 brokers responded to the October 2025 survey
between, reflecting broad experience across the commercial real estate spectrum. Over
60% of respondents reported more than 20 years of experience in commercial brokerage,
and nearly 40% completed survey modules for multiple asset classes.

Atable in the Methods section lists the specific questions that make up the index
components. The selection of components balances topical breadth with continuity over
time, as survey questions have changed periodically. Seven of the nine components come
from the Overall Market module, while the vacancies and rents components are
themselves composites from the Industrial, Multifamily, Office, and Retail modules.’

" Outpatient Medical Facilities was only introduced as a new asset class in October 2025.
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Methods

The CBSI follows the diffusion index approach commonly used in indicators of
sentiment or economic activity.? This approach is widely used for summarizing survey data
into a single numerical measure. In this application, the diffusion index converts the share
of favorable, unfavorable, and neutral responses to into a single value. As we target a 0-100
scale, the formula is:

Bo1N
D; =100 X <Fj+§><?j>,
where D; is the diffusion index for question j in a given period, P; is the number of positive
responses, N; is the number of neutral responses, and T} is the total number of responses
(including the negative responses). A value of 0 (100) means all responses were negative
(positive) and a value of 50 means the positive and negative responses perfectly offset (or

all responses are neutral). Table 2 lists each question and shows how the responses are

categorized.

Table 2: Questions and Response Mappings for the CBSI

Question Positive Negative Neutral

In what direction is the metro Phoenix market Up Down Stationary

moving?

Where are vacancy rates* headedinthe next6 Decreasing Increasing Stationary

months?

Where are rents* headed in the next 6 months? Increasing Decreasing Stationary

Where are we in the cycle? Expansion, Correction, Maturity
Recovery Recession

Where are interest rates for commercial loans  Decreasing Increasing Stationary

headed in the next 6 months?

Where are investor returns headed in the next6 Increasing Decreasing Stationary

months?

Are local economic development programs Yes No Not yet, but

and the real estate markets aligned? improving

Is uncertainty in the federal government No Yes

affecting the CRE market and hindering our

local growth potential?

How will changes in federal regulations related  Positively Negatively No change

to CRE lending affect the market over the next
6 months?

*Composites across asset classes

2 For instance, see the University of Michigan Index of Consumer Sentiment, or the Logistics Managers’ Index.
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https://www.sca.isr.umich.edu/
https://www.the-lmi.com/

The CBSI for a given period is the simple average of the nine component indexes,
thatis,
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For vacancies and rents, each component is first calculated for the Industrial,
Multifamily, Office, and Retail asset classes by averaging over each sector’s subcategories.
For example, within the Industrial asset class, we average the vacancies indexes for the
Distribution, Multi-Tenant, and Manufacturing subcategories. Then, we average equally
across the four asset classes.

Looking Ahead

The CBSI will be updated semi-annually to provide an early signal of shifts in broker
sentiment across the metro Phoenix commercial real estate market. For further
information, please contact Robert.Martin.1@asu.edu.
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