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Introduction 
November home sales were 8.5% below October and down 
1% when compared with this time last year. In the sections 
below we compare November 2012 data for Maricopa 
and Pinal County with that for November 2011. We have 
analyzed volumes and pricing for 8 di!erent transaction 
types as well as for the overall totals. Individual statistics are 
also provided in the attached tables by county and city. This 
report concentrates on single family homes but detailed 
statistics for townhouse/condo properties are shown in the 
attached tables.

Demand 
Single family home sales fell 8.5% compared with October 
2012. With prices having moved substantially higher, it is not 
surprising that buyer interest has eased a little. We still see 
multiple bid situations for the majority of resale listings, but 
the number of bids is not as extreme is in March through 
June 2012.

The large real estate investment companies were still very 
active during November, with the Blackstone Group by far 
the largest single buyer, with more than 4 times as many 
acquisition as any other entity. Investors attempting to 
purchase homes for fix and flips tend to be losing out to the 
buy and hold investors.

Many lenders are demanding higher prices before they will 
approve short sales, acutely aware of how much they are 
realizing for homes that go through foreclosure and are sold 
as REOs. This is impacting the short sale success rate and 
causing short sale prices to rise.

Foreclosures are lower than a year ago, and so fewer 
foreclosed homes have been added to the REO inventory. As 
a result, subsequent REO sales have declined dramatically. 
These changes are illustrated in the bar chart:

Note: ‘Reverted’ homes are excluded from ‘All Sales’. 

Supply 
Our local Multiple Listing Service (ARMLS) had 21,855 active 
listings on December 1 across Greater Phoenix. Some 22.3% 
of these active listings already have a signed contract, 
typically waiting for the lender’s short sale approval. This 
percentage has fallen from 33.6% three months ago.

The number of active single family listings without an 
existing contract was 13,495 for the Greater Phoenix area as 
of December 1. This is an increase of 8% over November 1. 
However 75% of this supply is priced above $150,000 and 
19% is priced over $500,000, so the scarcity of homes for sale 
remains most severe in the lower price ranges.

The inventory of single family homes for sale under 
$150,000 that have no existing signed contract is now 41 
days. This is still below a normal supply level, but much 
higher than the 18 days we measured in June. The lower 
price ranges remain unbalanced with more buyers than 
sellers. At the higher price ranges over $500,000 supply is 
adequate to meet demand.

Market Summary - Beginning of January 2013

We are pleased to provide its clients with this Monthly Market Update. This report will provide you with the latest real estate trends. 
Our business is built around the concept of educating and providing the personal service that Real Estate Agents and Lenders 
have come to depend upon. It is with this philosophy that we o!er the W.P. Carey School of Business to our clients, associates and 
friends.  It is intended to keep you informed on critical market trends that a!ect our businesses.
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Pricing 
We can see that overall prices reached a low point in 
September 2011 and have risen sharply since then. 
However the picture is far more complex than that simple 
statement suggests.

The gap between distressed pricing and non-distressed 
pricing has been closing. When we look at the individual 
transaction types we find the following:

remain the cheapest homes based on average $ per sq. ft., 
median sales price and average sales price.

The significant annual price increase over the last 12 months 
has now spread to the vast majority of Greater Phoenix. The 
largest increases tend to be found in the lowest priced areas 
which last year had a strong supply of foreclosed homes 
but are now attracting a lot of investors. Typical of this are El 
Mirage, Tolleson, Avondale, Glendale and much of Phoenix 
itself. The West Valley is the favorite area for investors who 
buy and hold.

Pinal County features strongly and 6 out of the top 8 cities for 
increase in monthly average $/SF are in this county. Only two 
cities are showing negative percentage changes and they 
are Rio Verde and Tonopah, both subject to extreme volatility 
due to the very low number of transactions per month.

Other areas with very small sales volumes (for example, Eloy, 
Wickenburg and Wittmann) will probably continue to show 
extreme volatility from month to month.

The large fall in transaction volumes among the lowest 
priced segments (trustee sales to third parties, HUD sales, 
bank owned sales and GSE REO sales), and the increase in 
volumes among the higher priced segments (new home sales 
and normal re-sales) has significantly amplified the change in 
prices over the last 12 months.

In the single month that elapsed between October and 
November 2012, average prices rose from $205,168 to 
$209,528, while average price per sq. ft. rose from $101.17 
to $104.34 and the median sales price rose from $157,000 to 
$162,500. These large increases were not primarily caused by 
changes in the mix but are largely due to price rises across 
the board.

We must still remember that a percentage increase in 
average or median sales price is not the same as a percentage 
increase in home values, because of the significant change in 
the transaction mix over the last year.

Foreclosure Starts 
Foreclosure starts for single family and condo/townhouse 
homes fell 16.5% in November 2012 from the level of October 
2012. Foreclosure starts were 47.7% below November 2011 
levels. The breakdown by county is shown below.

We believe that average price per sq. ft. gives the most useful 
guide to price changes in the market.

For the second time since we hit bottom in September 2011, 
every measure in the tables above is showing a positive 
percentage change. HUD sales are now the segment showing 
the largest percentage increase over the year, but they 
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After the signing in February of the settlement between the 
states and 5 of the largest lenders we saw a slight uptick in 
the rate of foreclosure notices, but this has now subsided and 
we are now far below the peak levels of March 2009, which 
were 10,099 in Maricopa and 1,256 in Pinal.

For comparison with “normal” levels of foreclosure notices, 
in 2002 we averaged 1,160 per month for Maricopa County. 
Since the population has grown by about 20% since 2002, we 
would consider 1,400 foreclosure notices per month a normal 
level for Maricopa County, so we were still at about 1.49 times 
the normal level in November. This is measure is declining 
fast – we were at 1.83 times normal just 2 months ago.

Foreclosure Completions 
We see a drop in completed foreclosures when we compare 
November 2012 with November 2011.

down by 44%

parties at the auction is down by 23%

This is the first time we have reported a significant 
percentage drop in the number of single family homes 
purchased at the auctions. This source of supply is starting 
to dry up. The number of pending foreclosures is down 
sharply to levels similar to early 2002. Consequently we 
expect both reversions and third party purchases to fall in 
the next 12 months.

New Home Sales 
Newly built single family home sales did not have quite such 
a strong month in November with 917 recorded sales, down 
10% from October but up 32% from 696 in November 2011. 
Gilbert still leads the table with 172 homes, but several other 
cities are now very active, including Phoenix (85), San Tan 
Valley (81), Peoria (73), Buckeye (70), Goodyear (66), Mesa 
(61), Chandler (43) and Queen Creek (36).

New construction purchases in Maricopa County during 
October were on average about 21% larger in livable sq. ft. 
than an average normal re-sale. However new homes in Pinal 

County were 3% smaller than the average normal re-sale. 
New home sales have increased their market share from 
9% to 11% of sales units over the last 12 months. Despite 
this, they have a long way to go to recover their normal 
percentage of the market.

Normal Re-sales 
Normal owner-occupier single family re-sales grew 84% 
from 1,805 in November 2011 to 3,315 in November 2012. 
They have also now joined in the overall price increases 
experienced by the other sectors of the market. The average 
sales price is up 3%, the median sales price is up 11% and 
average price per sq. ft. is up 7% over the year. Normal re-
sales have grown their market share to 41% from 22% a year 
ago and are now by far the most numerous type of sale.

Investor Flips 
These are similar to normal re-sales in that there is no 
distressed owner, but we count them separately where 
the property was previously purchased with the obvious 
intent to resell at a higher price within a short period. Often 
the investor obtained a distressed property at a trustee 
sale (sometimes through a wholesaler), as an REO or, less 
frequently, as a short sale. The investor usually refurbishes 
and renovates the property and then sells the home 
somewhat below the price for normal sales in order to ensure 
it sells quickly.

Volume for investor flips is declining but prices have been 
increasing rapidly, with average $/SF rising by 27% between 
November 2011 and November 2012 for single family homes. 
Flips represent about 11% of total sales, down from 12% in 
November 2011.

Short Sales and Pre-foreclosures 
Most lenders are strongly encouraging homeowners facing 
financial hardship to use short sales as a preferred alternative 
to foreclosure. However many have been insisting on higher 
contract prices and these increased prices have dampened 
buyer enthusiasm, resulting in fewer sales being completed 
than in November last year. Short sales are down 21% in 
volume (42% in Pinal County), but average $/SF has risen by 
20% since November 2011.

Short sales and pre-foreclosures represent about 16% of 
single family home sales, down from 20% in November 2011. 
Despite the price increases, short sales and pre-foreclosures 
are still selling for a lower average price per sq. ft. than bank 
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owned homes, but they have remained above the pricing for 
GSE- owned properties.

Bank Owned Sales 
Often referred to as REO sales, these are properties owned 
by commercial lenders following a completed foreclosure. 
If there are no bidders at the trustee sale the trustee issues 
a deed in favor of the beneficiary, i.e. the foreclosing lender, 
who subsequently liquidates the asset by marketing the 
property as a “bank owned home”.

Between November 2011 and November 2012 these REO 
sales have declined in number by 53%. Sales $/SF pricing for 
the remaining bank owned single family REOs is up by 31 
over the last 12 months. Bank owned REOs now represent 
only 4% of the market, down from 9% in November 2011.

Fannie Mae / Freddie Mac / VA Sales 
Similar to Bank Owned Sales except the entity receiving 
the foreclosed home is a government sponsored enterprise 
(GSE) rather than a commercial lender. Between November 
2011 and November 2012 these REOs have fallen 67% in 
volume. Sales $/SF pricing for GSE single family REOs is up 
by 31% over the last 12 months. GSE REOs now represent 
4% of the market, a large decline from the 11% we saw in 
November 2011.

HUD sales 
If a bank receives a property through foreclosure where the 
loan had been insured by FHA, the lender will usually deed 
the property to HUD for disposal. Average price per square 
foot for HUD homes has increased by 49% over the last 12 
months, but at an average $68.78 per sq. ft. they remains 
lower priced than most other sources of single family homes. 
Unfortunately for bargain hunters, HUD homes are no longer 
numerous and they currently represent only 2% of sales, 
down from 4% in November 2011.

Third Party Purchases from Trustee Sales 
Foreclosures provide a significant supply of homes for those 
willing to bid at the trustee auction. During November 
2012, there were 878 single family homes purchased by 
third parties in this way, 779 in Maricopa and 99 in Pinal. The 
trustee sales remain very busy but the number of auctioned 
properties is falling and the competition for them is intense. 
Average prices have risen 29% from $58.44 to $75.44 per sq. 
ft. for these homes over the last 12 months. They represent 
11% of the market, down from 14% in November 2011.

Reverted to Lender (i.e. Bene!ciary) 
If the lender sets an opening bid which is too high to attract 
any bids then the property fails to sell and it becomes the 
lender’s property to dispose of. The outstanding loan debt 
is removed with no recourse (under Arizona law) to the 
original borrower. Most other liens (but not necessarily 
all) are also eliminated at this time. When the lender is not 
interested in disposing of the property through the trustee 
sale, the opening bid is often set to be the outstanding loan 
balance plus expenses, so this will usually be well in excess 
of the current market value. As such the bid has little to no 
relevance to us and we do not record it as a sale. However if 
the lender wishes to liquidate the home at the trustee sale, 
an opening bid is set which is low enough to attract the 
interest of third parties.

Over the last 12 months, the number of reversions to 
beneficiaries has dropped. There were 1,200 in November 
2011 and only 688 in November 2012 for single 
family homes.

New Construction Permits  
Permits reported by the US Census for single family home 
construction in Maricopa and Pinal Counties fell from 899 
to 840 between October and November. This is the third 
lowest total this year, which may seem surprising given the 
increase in new home closings. However November 2012 
is 59% higher than November 2011 (527). These permit 
numbers are still very low compared with what we typically 
saw for any November prior to 2008. For example there were 
1,722 single family permits in November 1996 and 3,779 in 
November 2004. The number of permits has been trending 
lower since peaking in May and unless we see these permit 
levels increase significantly, new single family homes supply 
will probably be insu"cient to meet coming demands.

Out of State Purchasers 
The percentage of residences in Maricopa County sold to 
owners from outside Arizona was 21% in November 2012 by 
unit count, down substantially from the peak of 29% we saw 
in April 2012 and 24% we saw 12 months ago. Californians 
reduced their market share from 5.2% to 4.8% over the last 
month but were, as usual, the largest group of out of state 
buyers. Canadians grew from 3.1% to 3.2%, but are having less 
influence on the market than they did between December 2009 
and June 2012. Their peak month was April 2011 at 6.2%. Prior 
to October 2007 Canadians never exceed 1% of purchases.
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Cash Buyers 
For some considerable time, cash purchases have been 
running at an unusually high level due to the volume of 
investor activity and most sellers’ preference for cash o!ers 
over financing. In Maricopa County the percentage of 
properties recording an A"davit of Value and purchased 
without financing was 34.9% in November 2012 compared 
with 37.0% in November 2011. For comparison, in June 
2007 we saw 8.3% of sales being completed by cash 
buyers. However 34.9% is actually the lowest percentage 
since September 2010 and the trend now appears to be 
downward. Cash purchases are most dominant at the lowest 
end of the market, but significant at the high end too, where 
jumbo loans can be harder to obtain. The largest percentage 
of financed purchases occurs in the mid-range:

month)

This analysis excludes bulk sales between investors and third 
party purchases at trustee sales.

Investor Purchases 
When someone buys real property in Arizona, an A"davit 
of Value is usually recorded by the county. The new owner 
indicates whether the property will be occupied by the 
owner or a family member, or instead will be rented to 
someone other than a family member. Studying this 
information gives us some idea how many homes are being 
acquired by investors. The percentage of individual single 
family and townhouse/condo parcels acquired by investors in 
November 2011 and November 2012 are as follows:

These percentages are much higher than the historical norm 
and indicate that investors are still active acquiring homes to 
rent to tenants, many of whom have lost their former homes 
to foreclosure or through a short sale. The percentage of 
homes acquired by investors rose significantly between 2011 
and mid 2012 in both counties but the overall percentage for 
the combined counties has declined from 35.5% in August to 
27.5% in November.

Lot Sales 
Now that homebuilders are ramping up production it seems 
prudent to monitor their purchases of finished and partially 
improved lots. For several years since 2007 these properties 
have mainly been purchased by investors but since May 
2012 the homebuilders have been scrambling to provide 
themselves with more lots on which to manufacture their 
products. In parallel, several have started to purchase raw 
land with the intention of subdividing.

During November 2012 we saw the following finished and 
partially improved lot transactions recorded at the county:

November’s total of 695 is much lower than October 2012 
but is still a huge increase over the 170 lots purchased by 
developers in November 2011. We note that 695 lots is 
insu"cient to compensate for the 917 new single family 
homes closed in November, so the trend is for the inventory 
of finished lots held by developers to get smaller. Developers 
can acquire agricultural or undeveloped land but this takes 
much longer to bring into production than finished lots 
which are ready to build on immediately.

Another 688 finished or partially improved lots were 
purchased by investors last month, the majority of them in 
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Pinal County. The average price per lot paid by developers was 
$52,039. Investors averaged

$14,067 per lot. Investors are generally willing to buy lots 
much further from the center of the valley and pay lower 
prices as a result. 

Outlook 
Supply continued to increase during November continuing a 
trend that started in June. Despite that increase, we still have 
a long term supply shortage for residential homes. Prices 
have continued to rise at a brisk pace across most sectors and 
currently there is no sign of any change in that direction.

Comparison using the average price per sq. ft. between 
November 2011 and November 2012 give us an increase of 
27.4% for single family homes (26.4% for Maricopa County and 
34.4% for Pinal). For townhouse/condos we are measuring a 
20.3% increase.

The higher prices are encouraging more sellers to enter the 
market but the number of active listings on the market always 
peaks at the end of November and then declines through 
December. Investor purchases are declining slowly having 
peaked in July and August and we anticipate they will decline 
further. Investors (as opposed to speculators) tend to react to 
rising prices by reducing their appetite for homes.

Most homes below $500,000 that are priced realistically are 
still attracting multiple o!ers within a short time, and o!ers 
will often exceed the asking price for homes under $200,000. 
Although it is still much quieter in the market over $800,000 
and in the active adult sector, demand is increasing here too 
and prices are starting to rise.

With the recent sharp increase in pricing, appraisals have 
become a problem again, preventing many transactions from 
completing. The appraisal industry has a hard time allowing 
for month to month price changes of 3% or more, and those 
that attempt to add a factor for the dynamics of the market 
sometimes get pushback from the lenders’ underwriters.

Although the supply situation has eased a little, the situation for 
the average home buyer remains di"cult despite extremely low 
interest rates and cheap prices by any historical standard. Well-
funded investors are still here in su"cient numbers to provide 
very serious competition with multiple all-cash o!ers with few 
strings attached. Many ordinary buyers continue to come away 
empty handed after submitting multiple o!ers.

This di"cult situation is continuing to drive potential home 
buyers to the developers’ sales o"ces. The number of new 
homes closed in November was lower than October, but this 
is a seasonal e!ect coupled with November being a much 
shorter month (19 working days versus 23 in October.

The number of active subdivisions is down to a 12 year 
low (at least) and vacant developed lots remain in very 
strong demand as home builders try to put themselves 
in a position to build more homes in the near future. The 
price of these finished lots continues to rise each month, 
especially in the most popular areas (e.g. Peoria, Gilbert and 
Chandler). We anticipate strong demand for new homes in 
the peak spring season and expect new home prices will 
rise substantially over the next year. Construction labor 
costs are also rising as subcontractors struggle to attract 
additional people into their workforce. The increase in new 
home costs will tend to pull resale prices higher while the 
inventory shortage prevails.

A number of new developments have re-started in 
subdivisions that halted construction several years ago. 
Often the builder is not the same as last time. Many of 
these situations are so new that list prices have not been 
published yet.

December is usually a strong month for investor purchases 
so re-sale home sales prices will probably moderate a little. 
However we expect December’s sales to include an increased 
number of new homes at higher prices, and this is likely to 
keep overall market price measures moving higher. 
The sales and foreclosure transaction data used in this 
report was compiled by the Information Market LLC (www.
theinformationmarket.com). ASU wishes to thank them 
for their extensive cooperation in creating this report. We 
would also like to thank ARMLS Inc. for permission to use the 
active listing statistics from their monthly STAT report and 
Belfiore Real Estate Consulting for data related to new home 
construction and sales.
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