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Transactions

Commercial Properties Incorporated (CPl) completed 95 Office transactions
and over $14.5 million in sales consideration at the end of Q2 2026. The top CPI
office transactions for Q2 included the 21,148 SF sale of 1840-1848 East Baseline
Rd, which sold for $2.8 million in Tempe, the 6,411 SF lease of 4444 North 32nd St,
leased to Spooner Physical Therapy in Phoenix, and the 6,204 SF of 11325 West
Bell Rd, that sold for $1.7 million in Surprise, Arizona.

Vacancy Rate & Absorption

From what we are seeing across the Valley, the Phoenix office market is
conftinuing its steady climb back. A supply crunch of quality space is colliding
with a notable resurgence in tenant demand, steadily chipping away at our
vacancy rates. The Phoenix Office market ended Q2 2026 with a vacancy
rate of 15.7%. This has fallen a full percentage point. Net absorption is
positive +1,125,616 SF square feet at the end of Q2 2026 compared to net
absorption last year previously reported at negative (-91,135) square feet.

Recovery is not happening equally across the Valley. The market is highly
fragmented right now Tenants are moving fast. The biggest demand right now
is for move-in-ready spec suites and top-tier, amenity-rich buildings. If a building
helps employers lure talent back to the office, it wins. The figures above include
buildings that are owner occupied as well, which affects the actual vacancy
numbers. Check with your CPI broker for an accurate representation of the
vacancy rates in the submarket around your properties.

Rental Rates

The Office rental rates for Q2 2026 averaged out at $30.66, which is a 1.4%
increase from the $30.24 average previously reported during the same time
period last year. Class-A average rental rates at the end of Q2 2026 were $36.12
while the Class-B average rental rates were at $30.72 and the Class-C average
rates were at $28.80. During the same time period last year, the average rates
were $35.52 for Class-A, $30.24 for Class-B and $28.44 for Class-C.
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We have almost zero pressure from new construction
(only 1.8 million SF delivered over the last three
years combined). Instead, we are actually losing
inventory. Developers have razed 1.5 million SF of
obsolete, non-competitive buildings over the last 12
months to repurpose the land.
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Transactions

Commercial Properties Incorporated (CPl) completed 250 Industrial
fransactions for a total of 1,009,227 square feet at the end of Q2 2026.
The top CPI Industrial transactions for the quarter were the 26,492 SF sale
of 1410 W Auto Drive for $6 million in Tempe, the 103,094 SF lease of 4100 S
38th Street in Phoenix, and the 19,398 SF sale of 3324 N San Marcos Place
for $5 million in Chandler, Arizona.

Vacancy Rate & Absorption

From where we sit, the Phoenix industrial story is a tale of two completely
different markets. Headlines are hyper-focused on skyrocketing vacancies
in the big-box sector, our teams on the ground are seeing incredible
resilience in the small-bay product (under 50k SF). Developers went all-in
on massive, speculative distribution centers over the last few years, which
has predictably pushed big-box vacancy past 16% vacancy.

Meanwhile, they completely ignored the bread-and-butter light industrial
spaces. Because of that severe underbuilding, small-bay vacancy is
holding remarkably tight in the mid-5% range. Local retailers, suppliers, and
manufacturing vendors are snapping up smaller footprints as fast as they
hit the market.

Taiwan Semiconductor Manufacturing Company’s $100 billion expansion
adds three new fabs, two packaging/testing facilities, and a dedicated
R&D center right in north Phoenix. From our perspective, this expansion
creates a powerful effect across the Valley in the form of a massive wave of
downstream suppliers and specialized tech vendors to support this master
campus.

The Q2 vacancy rate of 10.6% represents a 14% decrease from the 12.4%
vacancy rate reported in Q2 2025. Net absorption ended up at a positive
6,152,987 square feet at the end of Q2 2026. Absorption was up compared
to the positive 3,402,210 square feet of net absorption reported in Q2 2025.
The figures above include buildings that are owner occupied as well, which
affects the actual vacancy numbers. Check with your CPI broker for an
accurate representation of the vacancy rates in the submarket around your
properties.
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Rental Rates

Average Industrial rental rates for Q2 2026 in the
Phoenix Market were at $1.10 monthly or $13.20
annually, which is a 3.7% increase from the $1.06
monthly or $12.72 annual average reported during
Q2 2025.

The Q2 2026 Flex rental rate average was
$1.60 monthly or $19.20 annual, which is a 3.8%
increase from Q2 2025's $1.54 monthly or $18.48
annual average. Warehouse rental rates hit $1.02
monthly or $12.24 annually in Q2 2026. A year
ago, the average warehouse rates were $0.99
monthly or $11.88 annually.

Construction

+21.8M square feet were reported under construction
in the Industrial Sector at the end of Q2 2026. This is
a 2.2% decrease compared to the +22.3M square
feet under construction at this fime last year.

Inventory

At the end of Q2 2026, there was a total of
522,867,758 SF of Industrial inventory for Phoenix
compared to 507,905,100 SF a year ago. This square
footage is broken out into 12,227 buildings that make
up the Phoenix Industrial sector.
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