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INTRODUCTION

One year ago, experts at the American Action Forum wrote a paper analyzing housing market data behind the 
boom and bust in Arizona. Phoenix was also the third stop in a national tour of educational events around the 
country meant to highlight how local markets were recovering from the housing crisis. The rise and subsequent 
fall of prices in Arizona is emblematic of the now familiar and well-documented house price bubble and 
collapse that began more than 6 years ago and resulted in a nearly unprecedented loss of household wealth. 
Arizona is unique among other hard hit states in the level of stabilization and improvement it has seen since 
hitting bottom. These improvements are largely attributed to two things: rising employment and the swift 
clearing of distressed properties, i.e. foreclosures, from the market. Prices, employment, and other housing 
related indicators have all improved since our study last year. This paper will highlight what exactly has 
changed and where the recovery is headed.

THE TRAJECTORY OF HOUSE PRICES

As shown in Figure 1, house prices in Phoenix fell further than other large metropolitan areas tracked by the 
S&P Case-Shiller Indices, with the exception of Las Vegas. Prices have now been rising in Phoenix since 
September 2011, making it one of the most improved metropolitan areas. Considering how far prices had fallen, 
about 56 percent in the Phoenix metro area, the 34 percent increase since hitting bottom is very strong even 
coming off of very low levels. The average home in the Phoenix metro is worth about 59 percent of its value at 
the peak of the market, up from 44 percent at the lowest point after the bust. 
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When we analyzed home values around Arizona last year, three of Arizona’s largest cities had negative price 
growth on a year-over-year basis, Tucson, Yuma, and Flagstaff. Nearly all of the Phoenix metro area had 
already begun to show strong price growth. That situation has improved, with all of the cities being tracked in 
Table 2 showing prices increasing from June 2012 to June 2013. Cities outside of the Phoenix metro continue to 
have slower price improvement, though notably many of those same cities did not have prices fall as far during 
the housing crisis. For example, though prices in Flagstaff declined in June 2013 from the previous month, 
overall homes are now worth 67 percent of their value at the peak of market, slightly outperforming Phoenix 
proper where homes are worth 63 percent of their peak value on average.

TABLE 1. HOUSE PRICES & UNEMPLOYMENT CHANGES

  House Prices Unemployment

  M-o-M % Change Y-o-Y % Change Peak to Trough Trough to June 2013 June 2013 Rate (%) Y-o-Y Net Change

Phoenix 1.7% 17.8% -51.3% 28.9% 7.3%* -0.6%

Tucson 1.0% 11.5% -44.8% 14.0% 8.1%* -0.3%

Mesa 2.0% 25.9% -55.8% 48.6% 6.9%* -0.4%
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Chandler 1.6% 18.6% -48.4% 34.2% 6.0%* -0.2%

Glendale 1.7% 25.3% -62.9% 48.3% 7.2%* -0.6%

Scottsdale 1.2% 12.3% -47.1% 42.7% 6.1%* -0.2%

Gilbert 1.4% 20.7% -53.3% 40.6% 6.3%* 0.2%

Tempe 1.9% 16.7% -50.8% 38.9% 6.8%* -0.4%

Peoria 1.6% 20.4% -54.0% 34.9% 6.8%* -0.2%

Surprise 1.0% 17.5% -55.2% 34.2% 8.9%* -0.2%

Yuma 2.4% 4.2% -47.8% 17.1% 18.7%* 1.7%

Flagstaff -0.8% 6.7% -43.3% 17.4% 5.7%* 0.0%

Lake Havasu City 1.6% 11.0% -48.0% 15.8% 10.5%* -0.1%

Prescott 2.1% 11.0% -44.3% 23.5% 8.9%* -0.2%

Arizona 1.7% 17.8% -51.3% 28.9% 8.0% -0.4%

Source: Bureau of Labor Statistics; Zillow

*Not Seasonally Adjusted; Subject to Revision

 

The strongest price increases continue to be in suburban areas outside of Phoenix like Mesa, Glendale, and 
Scottsdale. These areas typically have unemployment rates more in line with the national average of 7.4 percent 
or lower. In fact, the Phoenix metro area had an unemployment rate of 7.2 percent (not seasonally adjusted) in 
June 2013, and house prices increased 22 percent from a year earlier.

ECONOMIC OVERVIEW & EFFECTS ON HOUSING

Of the 15 counties in Arizona, eight had unemployment rates fall on a year over year basis while one, Mohave 
County, remained unchanged; the rest had rates increase. Importantly though, due to the concentration of 
Arizona’s population predominately in and around Phoenix and Tucson, those eight counties with falling 
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unemployment represent 90 percent of the state’s population. While employment growth could be much 
stronger, most cities are experiencing greater economic growth and resurgent home values.

Image not found or type unknown

Ultimately, weak or inconsistent employment growth has proved to be a headwind to recovery, not solely in 
Arizona but across the United States. About 20,100 jobs have been added in Arizona this year, bringing the total 
number of jobs added since the end of the recession in June 2009 to 84,800 jobs (See Figure 2). While 
Arizona’s labor market has been improving over the past few years, job growth has not yet surpassed the 
261,600 jobs lost in the recession. In fact, in June 2013 there were still 171,600 fewer workers in the labor force 
in Arizona than when the recession began.

While job growth has been mostly positive, policies, especially on the federal level, have impeded the recovery. 
Pro-growth policies like immigration reform and tax simplification have not been pursued, holding employment 
growth back throughout the country. It takes both job and wage growth to spur home purchases and 
construction. In areas like metro Phoenix, low to moderate income buyers are now having difficulty outbidding 
institutional investors as prices continue to increase with tightened inventory.  Ultimately it is growing wages 
and resultant increased homebuilding that will put the recovery on a more sustainable level and open up more 
possibilities, especially for first time homebuyers.
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Though Arizona’s recovery faces new challenges, there is still plenty of good news. Maricopa county, home to 
most of the Phoenix metropolitan area and just over 60 percent of Arizona’s population, has seen its 
unemployment rate fall, on a year over year basis, for 30 months straight. In spite of the unemployment rate in 
Arizona rising up to 1.1 percentage points higher than the national average during the housing crisis, this year 
that gap has closed to 0.4 of percentage point at the most (See Figure 3).

Construction employment is also an important indicator when assessing the housing rebound. Arizona lost 
86,600 construction jobs in the recession, equivalent to one-third of all jobs lost in Arizona. While Arizona has 
recovered 84,800 jobs overall since the end of the recession, construction employment on net has actually 
declined by 3,000 in that same time period. To date this year, about 7,000 construction jobs have been added, 
already an improvement from the 6,700 construction jobs added last year.

At the peak of the market, the construction industry employed 244,300 people in Arizona, not to mention those 
employed in related industries. 76 percent of those jobs were in the Phoenix metro area. While construction 
employment has grown in metro Phoenix this year, the overall level of employment is just over half of what it 
was at the peak of the market. When demand finally picks up, so too should new homebuilding and construction 
jobs, granted no labor shortages exist.
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Residential construction building permits, shown in Figure 4, have been increasing but are still generally at very 
depressed levels. As the glut of foreclosures continues to clear, supply will constrict even further and spur 
greater home construction. This is already beginning to happen. In fact, permits in Arizona were 24 percent 
higher in June this year over last year. June continues the trend of year over year increases that started two years 
ago, except for a single month, February 2013. Ultimately limited supply should help drive both greater building 
and continued increases in home prices.

FORECLOSURES AND OTHER MARKET INDICATORS

Improved labor markets conditions are only part of the reason Arizona has seen prices increasing for more than 
a year. The ability to clear foreclosure inventory from the market is equally important. Arizona’s non-judicial 
foreclosure process has allowed distressed properties to be taken off the market more quickly than similarly 
hard hit states, driving prices upward. High investor demand especially around Phoenix has also contributed to 
the ability to reduce the inventory of these properties quickly. For example, shown in Table 2, Arizona’s supply 
of distressed homes has fallen from 4.8 months a year ago to 2.9 months this year.

TABLE 2. FORECLOSURE PROCESS INDICATORS

  90+ Days Delinquent Foreclosure Inventory Completed Foreclosures 
Past Year

Foreclosure Timeline Month’s Supply of 
Distressed Homes
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United States 5.5% 2.5% 701,959 526 Days 4.9

Arizona 3.1% 1.0% 31,874 255 Days 2.9

Source: CoreLogic; RealtyTrac                                                
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