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New and Existing Home Sales Back to 
Mid/Late 90s Level 

Phoenix MSA

2009P projected using data through August
Source: Dataquick; Hanley Wood; Sullivan Group
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Cumulative Days on Market in Phoenix is Dropping
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Source: ARMLS; Sullivan Group

Peak Feb 2008 138
September 2009 94
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There is a 5-Month Supply of Resale Units
(Based on Sept. 2009 Sales) in Phoenix  
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Sept. Inventory 38,340
Sept. Sales 7,906

= 4.85 Mos.
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Units of New Home Inventory 
Maricopa County, AZ

Source: Hanley Wood, Sullivan Group
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What Would Prices Have Been Like 
In A “Moderate” Market in Phoenix

Price Would Be Price Is Price Diff. % Price Chg
3% $193,959 $185,866 $8,093 -4%
5% $221,525 $185,866 $35,659 -16%
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Phoenix Lot Supply

• Number Available: 55,000-60,000 
finished lots?

• Price: $300-$400/foot? $700/foot?
• Location: How much of this is within 

the 101 Loop?
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When (or What) is Equilibrium?

Unsold New: 4,800
Lots: 57,500
Unsold Resale: 38,340

100,640 units
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When (or What) is Equilibrium?

• Selling 8,000/Month = 48,000 is 6 
months supply (our target)

• So 52,640 excess units or 6.5 months 
of excess supply (we were at 11 
months last time…)
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V. CONCLUSIONS
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Builder Input (Last Year)
• No more land buying action in 2008

• 2009 more optimism: strategizing finished lot deals in the second 
half of the year

• Best locations: consider finished lots in:
– 101 Corridor
– San Tan 202 Corridor 
– Gilbert and Mesa

Being closer in and trying to become more "geographically diverse"
were cited as main reasons builders would consider these areas.

• Soft terms!  And MPC’s looked at as “safer”

• Affordability is the focus
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Builder Input (Now)

• Publics are back and they want finished lots 
NOW

• And public builders can pay more than private 
equity

• Sales rates are held back by “shadow market”

• New product is being planned
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What level of confidence do you have for 
economic and market conditions affecting real 

estate in the following areas?

Source: Sullivan Group 2010 Real Estate Outlook Survey, n=312

Very Optimistic Optimistic Luke Warm Slightly Pessimistic Pessimistic

Southern California 1% 16% 29% 20% 15%

Northern California 1% 12% 32% 17% 13%

Nevada 1% 3% 13% 23% 31%

Arizona 1% 7% 22% 20% 24%

Seattle/Portland 1% 10% 27% 11% 4%

Washington DC 4% 21% 15% 8% 2%

Florida 1% 4% 11% 18% 24%

Texas 3% 21% 24% 6% 2%
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What are your growth plans in 2010?

Source: Sullivan Group 2010 Real Estate Outlook Survey, n=312

11%

44%

40%

0% 10% 20% 30% 40% 50%

Contract

No Change

Expand



www.sullivangroupadvisors.comPhone 858.523.1443 x152

What expectations for 2010 home price 
appreciation in your main area of operation?

1%
1%

2%
15%

27%
22%

7%
10%

13%
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9% or More
7% to 8%
5% to 6%
3% to 4%
1% to 2%

None
-1% to -2%
-3% to -4%

-5% or More

Source: Sullivan Group 2010 Real Estate Outlook Survey, n=312
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When do you expect US commercial real estate prices 
to start recovering from their downward trends?

3%

21%

18%

30%

28%

0% 5% 10% 15% 20% 25% 30% 35%

By the end of 2009

2010

2011

2012

Beyond 2012

Note: Private equity real estate practioners were recently surveyed to gauge their confidence in a market rebound.
Source: PERE Connect; Sullivan Group
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Outlook - Last Year
• Home Sales Bottom in 2009…
• …Return to “Normal” Level in 2012-13 
• Real Home Prices Decline Through 2010 in most 

markets
• Non-residential Construction Declines in 2008-09
• Consumer balance sheets need repair
• Economy has yet to feel the full repercussions of 

the housing downturn
• Wild card: commercial values
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Outlook - Now
• A “Lumpy” recovery has started but we won’t know 

it until late 2010
• ….the homebuying incentives helped the market, 

but will that last?
• Builders actively seeking land in best locations (SE 

Valley, etc.)
• Jobs are the key – still losing them
• Commercial market is rough for two more years
• But the tide is slowly turning…
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How Do We Get 
Out Of This?
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Three Important Market Drivers
(along with jobs!)

• “Active Adult” is a cornerstone

• The right land is valuable and new 
product is on the way

• Fighting Foreclosures



www.sullivangroupadvisors.comPhone 858.523.1443 x152

Active Adult is a Cornerstone

• The cash out opportunity is real

• Active adult product is out performing 
conventional by 2 to 3 times

• More stable buyer profile
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The Right Land/New Product

• Shea’s Spaces

• KB’s Open Series

• Pardee, DR Horton, etc.
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Arizona Foreclosures Are Up 7x From ‘05!
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Source: RealtyTrac, released October 15, 2009; Sullivan Group

September 09 = 14,927
Peak Jul 09 = 19,694
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The Road to Recovery
Beat the 3 Fs

– Foreclosures

– Fear

– Further Economic 
Erosion
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Why Arizona Will Rebound, Ultimately

• Price and Affordability
• Lifestyle
• New Economic Base

– Finance
– Sustainable Industries
– Healthcare
– Education
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