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July 2011 

 
 
 

Purpose and scope of the analysis: 
 
The data and analysis presented herein is focused on developing a reasoned picture of the recent and 
future outlook for housing development activity in the defined housing market area and more specifically 
on the area proximate to Florence, Arizona. 
 
To accomplish this end we have first examined transactional-level housing data that has occurred in the 
area of interest over the period beginning in 1998 to the present and used this data to allow us to project 
the potential for new housing sales in the area of interest for a long period into the future. 
 
In addition to this data and projection we have examined the current, dormant, and possible future 
supplies of vacant lots in the area of interest, allowing some reasoned projections of the impact of lot 
supply on the future timing of land and lot development. 
 
We have also examined the 2011 US Census results [as they are available at this writing] to understand 
the population and demographic characteristics of the area of interest and to perhaps suggest growth 
characteristics and patterns for the future. 
 
We recognize that economic, housing, and population forecasts are most often based upon historical 
trends and by nature require that users understand that typically the further out in the future that 
projections are attempted the more likely that are to be impacted by unforeseen events that may occur.  
While we believe that we have used reasoned assumptions to develop the forecasts presented herein we 
recognize that all forecasts are fallible and that users should remain aware that forecast conclusions 
suggested herein may not reach fruition. 
 
To accomplish the purpose intended herein we have addressed the following specific topics: 
 

1. A detailed analysis of the historical track of new and resale housing activity in the Pinal County area, 
including Florence, for the period 1998 for new homes and 2006 for resale homes to the present 
with a segmentation of that activity by calendar quarter as well as detailed data depicting the 
absorption of resale homes by zip code and of new homes by subdivision, yielding a graphic 
analysis of the trends in new and resale housing over time; 

 
2. An analysis of the household and population growth in Pinal County and in the more immediate area 

of Florence over the last 10 years using the most recent data available; 
 

3. An analysis of the income and employment demographics of the Pinal County area and specifically 
of the more immediate Florence area; 

 
4. An analysis of currently available, dormant, and future lot inventories in the area of interest as 

available in our proprietary data, and a discussion of the overall potential inventory of additional 
future land/lots that may be developed in the future; 
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5. A forecast of future housing activity in the general area of Florence over the next 20+ years with a 

discussion of the strategic elements that will be required to drive that projected growth, including 
projections as to where within Pinal County and Florence that development activity is likely to occur 
based upon historical trends and those future trends and events that will likely impact historical 
development patterns. 

. 
The data used herein is proprietary to RLBrownReports unless identified otherwise herein.  The firm has 
collected, analyzed, and published metro Phoenix housing market data since 1985 and produced highly 
regarded housing market forecasts for its clients since the late 1980’s. 

The area of interest 
 
While the area of specific interest is the city of Florence, Arizona, the housing market area of impact to 
Florence we have deemed to be the area outlined below on the map. 
 

  
This area was determined by examining the geographic areas that we deem to be in competition with and 
generally of influence to the present and future housing market activity in the Florence area. 
 
Except where indicated, the data used herein is data specific to the area depicted on this map. 
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Executive Summary and Conclusions 
 
Being tasked with understanding and then forecasting the long term future of new housing construction 
activity in the metro Phoenix region and specifically in an area likely to impact the timing of economically 
sound housing development in the vicinity of Florence, Arizona  has led us to a study of the historical new 
housing and resale housing trends and track records within an area which we have designated as a likely 
geographic area that has and will continue to have an impact on the development opportunity over time in 
the specific Florence area marketplace. It has also led us to certain conclusions as to what characteristics 
future development in this target area will be influenced by and whether these characteristics have 
changed or will change because of the recent economic challenges in the overall region and in the more 
specific geographical area of Pinal County and Florence. 
 
To that end we have undertaken a careful analysis of actual new and resale housing data that allowed us 
to track new and resale housing sales and the changes over time in that specific area and then to allow 
us to establish the actual long term trend of sales for those sales.   
 
We consider that this is important to the task at hand because through long experience in this 
marketplace we have become aware that while this market may have periods of boom and bust, over 
time the market tends to return to trend. That is not to say that we expect that the market will return to 
“where it was”, but to return to the historical “trend” in the midterm, which may in time eventually see the 
market return to where it was and beyond. 
 
Observers of this regional economy and this housing market know that since the 1940’s the metro 
Phoenix area has been driven largely by population growth propelled by job growth, much of which was 
construction-related.  The economic boom of the early and mid 2000’s was driven by this growth fueled 
by easy credit for both buyers and for home builders coupled with a social target by government to push 
home-ownership. 
 
Demand for homes pushed prices to rapidly rise and geographical growth well beyond the built-up 
geographic periphery of the pre-2002 community.  Builders were unable to meet the accelerated demand 
and communities fell well behind in infrastructure, especially transportation infrastructure.  Clogged roads, 
long commutes, crowded schools, inadequate utilities, and spotty services became the rule, especially in 
Pinal County. 
 
Housing speculation by unsophisticated investors and multiple home ownership became rampant.  The 
demonstrated demand for new and resale housing was grossly distorted, peaked in 2006, and prices and 
sales collapsed, as evidenced by the data contained herein.  The decline in value was huge and perhaps 
as many as one in two Phoenix home owners found themselves with negative equity in their homes at the 
same time that as many as 20% of the work force found themselves unemployed or underemployed as 
the loss of construction jobs rippled through the overall regional economy. 

 
 
The combination of unemployment, fear of unemployment, the 
bursting of the speculative housing value bubble, and a closing 
of the credit “door” fostered massive delinquencies, 
foreclosures, and strategic defaults amongst home owners and 
continues to flood the region with unsold housing inventories, 
both defacto and in the shadows at the same time that demand 
and credit worthiness collapsed. 
 
As unsold resale inventories increased prices fell dramatically 
in resale homes and new building all but stopped in the region,      
especially in the peripheral areas that had seen the most rapid 
growth.  Whereas the relationship of new home prices to resale 
prices has been generally stable for many years, suddenly the 
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median price gap between new and resale homes grew to where new homes became over twice as 
expensive as resale homes.  
 

This price gap essentially drove the remaining 
demand toward the resale housing inventory 
and away from the new home market, further 
compounding the market challenges for new 
homes and essentially bringing new home 
development opportunity in the overall market 
and in the specific area of interest herein to a 
halt as the market share capture of new homes 
fell to less than a ten percent share of the 
overall housing market activity from a “normal” 
of perhaps 35-40%.  These conditions were 
and are dominant in the area of our designated 
interest herein and have changed the “flow” of 
growth that had been responsible for the new 

housing activity in the area of Florence, Arizona. 
 
As noted herein, it is commonly recognized that under ordinary circumstances population growth is 
responsible for an expansion of housing demand and therefore for new housing activity in any region. 
 
Most housing economists also agree that job growth is a major precursor of population growth and is 
sometimes supplemented by growth of second homes and/or retirement homes. 
 
2010 data provided elsewhere herein by ABC Demographics [a private demographics firm] tells us that 
Pinal County has a total population of 375,770.    The population in 2000 was 179,727, representing an 
increase of 109% over the decade.  
 
This population growth in Pinal County was generated by a combination of factors including robust job 
growth in the greater Phoenix area, rapidly rising housing prices in Maricopa County pushing affordable 
new home activity into Pinal County and the San Tan area to the north of Florence, Arizona, and 
exceptional access to mortgage credit.  This growth was also supported by lower land/lot prices in Pinal 
County than in Maricopa County, making housing more affordable.  This promoted “drive until you qualify” 
in the San Tan and Florence areas. 
 
Population growth is no longer robust, and demographers differ as to when even moderate growth will re-
occur, but they do agree that it will follow job growth, not precede it. 
 
It is universally held that the outlook for local job growth is a function of a normalizing of regional, national, 
and global economic activity and the development of effective policies to attract new jobs and industries 
to the area and even to specific areas within the region, all at a time when every community is attempting 
the same thing.  For perhaps the first time in Arizona history, job growth will probably not be in 
construction jobs.   
 
As noted in detail elsewhere herein, while some economists are mildly optimistic that the region will be 
able to return to positive job growth and population growth over the near term, few expect that the region 
can regain the 300,000 or so jobs lost over even the mid-term without really effective efforts. 
 
Their expectation is that overall employment will continue to be negative in 2011 and then improve 
substantially thru 2015, but not reach the 4.5% + ranges we enjoyed in 2004-2006, which supported the 
housing boom during that period. 
 
These economists do not forecast the future employment for the specific geographic area of interest of 
this analysis, and we anticipate that much of the employment growth that will occur in the next 5-10 years 
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and beyond will be centered in the currently active employment growth areas, most of which are in 
Maricopa County and not in the defined area of interest. 
 
These areas include the Chandler/Intel/Ray Road employment centers, the Broadway/University core 
areas, The Mesa/Falcon Field area, and those areas generally along the existing and new freeway 
corridors. 
 
The demand for new housing in the future will be much more tightly focused on areas proximate to the 
employment nodes than we saw in the mid 2000 period as a function of gas prices, resale housing prices, 
and consumer wariness about long commutes.  We do not anticipate the “drive until you qualify” mentality 
of the mid 2000 period to reoccur in the mid or perhaps even longer term in this market. 
 
While inventories of unsold new homes appear to have been largely absorbed, inventories of resale 
homes remain high, especially when we consider the so-called shadow inventory of distressed homes not 
actively on the market.  This inventory will depress new housing sales for a substantial period yet to 
come. 
 

 
We discuss and quantify the inventory picture, especially the 
vacant land/lot picture, in great detail elsewhere herein and 
conclude that there is currently a significant lot/land 
inventory overhang available in the designated area of 
interest to meet new housing demand for an extended 
period of time and without the introduction of new land 
development activity.   
 
We calculate a 40+ year supply of lots in active, dormant, 
future platted, and announced future subdivisions 
specifically  in the area of interest, leading to an estimated 
42 year supply at current new housing velocities.  While we 
do anticipate an improvement in velocities as job growth and 
population growth occurs in the future, there is obviously no 
need for additional lot development in the area of interest for 

a significant period. 
 
In addition, using a series of aerial photos we have demonstrated the substantial areas of vacant land 
available for development in that portion of the defined area of interest that lies between the known likely 
areas of employment concentration and the immediate Florence area.  Those photos are graphic 
evidence of the ultimate supply of development land in the likely growth path from employment nodes to 
the Florence area, tending to ensure that there will be no shortage of land development opportunity in this 
area for decades to come and also giving evidence of the probable optimal timing of that development 
opportunity as population density moves from employment nodes to available land/lots. 
 

 
To quantify the future need for land/lots in the area of interest we 
have endeavored to develop a reasoned forecast of new housing 
activity over the long term in this specific area.   As we note 
elsewhere herein, long term forecasts by nature are both risky and 
always tend to rely heavily on trends.  There is always opportunity 
for unknown future events to occur that “break” the trend.  Also, 
trends are typically depicted in constant slopes, where market 
behaviors are always a series of peaks and valleys caused by 
nuances in events.  We have herein attempted to develop a new 
housing forecast that we believe is both reasonable and that has a 
high probability of reaching fruition as moderate growth occurs in 

DEFINED AREA OF INTEREST  

AVAILABLE FINISHED LOTS 10801 

DORMANT LOTS 12309 

FUTURE PLATTED LOTS 11057 

  TOTAL 34167 
MONTHS SUPPLY @ CURRENT 
ABSORPTION 178 

YEARS SUPPLY 15 

  

TOTAL SUPPLY 34167 

ADDL ANNOUNCED 61982 

  TOTAL 96149 
MONTHS SUPPLY @ CURRENT 
ABSORPTION 501 

YEARS SUPPLY 42 
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the overall region and as growth proceeds in an orderly manner from employment centers along efficient 
new and existing transportation corridors to residential areas supported by quality infrastructure. 
 
Using this forecast coupled with the data relative to available lot inventory we then developed a graphic 

depiction of the run-out of current inventory of available 
lots, dormant lots, and future platted lots and announced 
lots. 
 
This technique produces a picture of when the known 
supply of lots will be absorbed by a projected housing 
market velocity in the specific area that we have 
endeavored herein to analyze. 
 
We can assume that while some anticipated parcels/lots 
will not be utilized, others not recognized today will take 
their place and that overall there is clear evidence that 
there is no pending shortage of land/lots to meet any 
reasonable estimation of new housing demand in the area 
for many years to come.   

 
We can therefore also assume that the optimal economic case for future land/lot development in this area 
due to supply pressures will not occur in the near or mid-terms, inferring that an economic case may be 
made that land/lot holders will be penalized by the market for premature lot development versus rewarded 
for deferred lot development closely allied with the actual benefits of job growth and population growth in 
the designated area and orderly development timing. 
 
In the specific Florence area, the present Anthem Merrill Ranch area and the land adjacent to it to the 
East present an ample supply of land to satisfy the demand for new housing in this area for a substantial 
period.  This community, with its established infrastructure and capable developer, can be expected to 
dominate the market in that immediate area and to limit the potential for other new housing development 
in Florence for several years. The vacant land to the east would be well-suited for a long-term 
continuation of this activity and this dominance, and can be expected to inhibit other quality and profitable 
residential development in the immediate Florence area for a number of years. 
 
In summary then, we conclude the following:  
 

 The demand for new housing in the defined area of this analysis will be limited by the overhang of 
existing and shadow resale inventory for several years and until the housing economy recovers 
thru substantial job growth followed by population growth in the overall region and in the specific 
area of this analysis. 

 Future housing growth patterns will be closely aligned with concentric growth/development from 
present and likely new employment nodes that will be located generally to the north and west of 
the Florence area [in the southeast corner of the defined area of interest] and these patterns will 
vary from the more recent patterns where large areas of undeveloped land were passed over in 
favor of less expensive land/lots. 

 The demand for new housing in the region will be generally flat through the next 3-4 years or so 
as inventories are sold, then begin a moderate recovery over a period, returning to the levels of 
the  2002-2003 period as prices between new and resale homes come into a more normal 
balance.  Once that occurs we can anticipate a return to long term trend tied to moderate job and 
population growth. 

 The demand for new housing in the more immediate Florence area will be more closely tied to the 
absorption of land/lots between Florence and the employment nodes we have identified and to 
those that might develop over the next several years as a result of new economic development.  
In addition, the dominance of Anthem Merrill is expected to remain for many years assuming that 
future expansion of that community occurs to the east of the present development activity.  The 
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demand for new homes will also eventually return to a trend reflective of job growth and 
population growth. 

 The profitable residential development opportunity for the Curis Resource site will be closely tied 
to absorption of the existing land/lot supply in the designated area of interest as forecast herein 
and to the future success of the Anthem Merrill Ranch community. 

Historical new housing activity in the area of interest 
 
The map below plots the active subdivisions in the area of interest over the period 1998 to the present.  
We note the distribution of the activity focused on the Maricopa County portion of the area of interest, 
then spreading into the San Tan area and in the Casa Grande area then spreading into the Maricopa City 
area. 
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New home activity in the immediate Florence area has been restricted to minimal custom home sales and 
to new home construction and sales at Merrill Ranch Anthem. 
 
The graphic below depicts the historical new home sales in the area of interest we have defined by 
quarter, beginning with 1998 and continuing to the present. 
 
A steady growth pattern is demonstrated from 1998 to 2003-04 when an accelerated number of sales 
began and continued thru 2006, the onset of the housing recession in the region and the nation. 
Velocities of new home sales fell rapidly thru 2009 before showing some stability in 2009 followed by 
further deterioration thru the present period, with current velocities at a low point in the data track. 
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The growth that occurred during 1998-2004 has generally been attributed to growth in the Gilbert area as 
building lots in Mesa and Chandler increased in value and populations grew with strong job growth in the 
Southeast Valley and in the region overall. 
 
Growth accelerated with the introduction of affordable housing in the Johnson Ranch/SanTan area and 
the rapid spread of lot development associated with the opening of the San Tan area coupled with 
extremely favorable mortgage credit. 
 
The decline in activity that followed was more rapid than the velocity of the boom, with high levels of 
mortgage default occurring in the area and a rapid buildup of bank-owned inventory, which has come to 
dominate housing in the area of interest. 
 
During the1980 to the present period overall the Pinal County portion of our area of interest sale sales of 
new homes rose from essentially none to over 2,700 per quarter in 2006 and then rapidly fell to just over 
100 homes per quarter over the last several quarters. 
 
We will discuss prospects for recovery later herein. 
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The dominant housing activity in the more immediate Florence area occurs in the Merrill Ranch Anthem 
community by Pulte Homes.  Merrill Ranch recorded its first new home closings in late 2006 and was 
almost immediately impacted by the overall decline in new housing in the area, as shown in the graph 
below.  
 
The rate of absorption of the active products at Merrill Ranch Anthem appears to have established a floor 
rate in the range of 15-16 closings per quarter over the last several quarters.  This represents an 
approximate market share of 2.6% of the overall closings in the area of interest.  Interestingly, the active 
adult product at Merrill Ranch shows essentially no activity.  
 
 

 

 
 
 
The combined data that we have examined above clearly shows that new home sales activity as 
evidenced by actual escrow closings has declined significantly in the area of interest overall, in the Pinal 
County portion of the area of interest, and specifically in the immediate area of Florence, Arizona. 
 
To date there is no evidence of a housing recovery amongst new homes in the areas that we have 
examined.  In fact, there is some suggestion in the data that further softness in the new home market in 
the area[s] may occur over the near term. 
 
Next we examine sales data for resale homes in the area of interest. 
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Historical resale activity in the area of interest 
 
To allow us to also understand the resale segment of the housing market in the defined area we have 
researched resale closings from available data from the period 2007 to the present to help in identifying 
historical market demand in the area of interest. 
 
The graph below plots quarterly resale activity in the defined area beginning with 4Q2007 thru the 
present, and shows a generally flat trend beginning in 2009 after a sharply rising trend in the early 
segments of the data period.1  This data shows a trend substantially different that that shown for new 
home sales in this same area over this same period, demonstrating a shift in buyer preference from new 
to resale homes in the defined area over the more recent time segment. 
 
This shift is generally believed to be a function of price changes that have occurred in resale homes as a 
result of inventory growth from foreclosures, loan defaults, and other economic events.  
 

  
 
The average selling price of a resale home in the defined area in the 4th quarter of 2004 was $291,946.  
The average selling price in q42008 was $223,111, in q42009 was 166,264, and in Q12011 was 148,859. 
 
That represents a change in the average selling price in the defined area over the period of -49%, and 
suggests the reason for the rise in capture of the resale housing market versus the new home market in 
this area over the period. 
 

                                                      
1 Data compiled from Arizona Regional Multiple Listing Service records. 
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We can expect that this depressed value condition will continue for perhaps several years and that the 
unfavorable value differential between resale homes and new homes in the area will disrupt the new 
home building opportunity in this and other similar market areas for some time. 
   
 

Household and population growth in the area of interest 
 
It is commonly recognized that under ordinary circumstances population growth is responsible for an 
expansion of housing demand and therefore for new housing activity in any region. 
 
Most housing economists also agree that job growth is a major precursor of population growth and is 
sometimes supplemented by growth of second homes and/or retirement homes. 
 
2010 data provided by ABC Demographics [a private demographics firm] tells us that Pinal County has a 
total population of 375,770.    The population in 2000 was 179,727, representing an increase of 109% 
over the decade.  
 
This population growth in Pinal County was generated by a combination of factors including robust job 
growth in the greater Phoenix area, rapidly rising housing prices in Maricopa County, and exceptional 
access to mortgage credit.  This growth was also supported by lower land/lot prices in Pinal County than 
in Maricopa County, making housing more affordable. 
 
There are a total of 159,222 housing units in the County, of which just over 21% are vacant [33,632 units]. 
15,000 of those are for seasonal residents [9.7%0.  Some 5,000+ are for sale and 4,800 are for rent. 
 
Florence has a current population of 25,536, up from 17,000 in 2000, for an increase of 50% since 2000.  
There are 5,224 housing units in Florence with some 450 vacant and for sale or rent.   
 
During this same period Maricopa County grew to 3,800,000, up from 3,000,000, for an increase of 24%. 
 
The table below demonstrates the statewide changes in population that occurred between 2000 and 
2010.  The area of interest represents strong population growth, but well below that of many of the growth 
areas of Maricopa County.  
  
  
 
INCORPORATED PLACE  2 000  2 010 gain %age 
Apache Junction 
city…………………………………….  31 814  35 840  4 026 12.7
Avondale 
city……………………………………………………..  35 883  76 238  40 355 112.5
Benson 
city........................................................................  4 711  5 105   394 8.4
Bisbee 
city........................................................................  6 090  5 575 -  515 -8.5
Buckeye 
town……………………………………………………  6 537  50 876  44 339 678.3
Bullhead City 
city………………………………………..  33 769  39 540  5 771 17.1
Camp Verde 
town........................................................................  9 451  10 873  1 422 15.0
Carefree 
town........................................................................  2 927  3 363   436 14.9
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Casa Grande 
city………………………………………………….  25 224  48 571  23 347 92.6
Cave Creek 
town........................................................................  3 728  5 015  1 287 34.5
Chandler 
city……………………………………………………
…………  176 581  236 123  59 542 33.7
Chino Valley 
town........................................................................  7 835  10 817  2 982 38.1
Clarkdale 
town........................................................................  3 422  4 097   675 19.7
Clifton 
town........................................................................  2 596  3 311   715 27.5
Colorado 
city........................................................................ 
town........................................................................  3 334  4 821  1 487 44.6
Coolidge 
city..........................................................................
......................................................................  7 786  11 825  4 039 51.9
Cottonwood 
city..........................................................................
......................................................................  9 179  11 265  2 086 22.7
Dewey-Humboldt town 
2........................................................................  6 295  3 894 - 2 401 -38.1
Douglas 
city..........................................................................
......................................................................  14 312  17 378  3 066 21.4
Duncan 
town........................................................................   812   696 -  116 -14.3
Eagar 
town........................................................................  4 033  4 885   852 21.1
El Mirage 
city…………………………………………….  7 609  31 797  24 188 317.9
Eloy 
city..........................................................................
......................................................................  10 375  16 631  6 256 60.3
Flagstaff 
city……………………………………………………
…..  52 894  65 870  12 976 24.5
Florence 
town…………………………………………….  17 054  25 536  8 482 49.7
Fountain Hills 
town………………………………………  20 235  22 489  2 254 11.1
Fredonia 
town........................................................................  1 036  1 314   278 26.8
Gila Bend 
town........................................................................  1 980  1 922 -  58 -2.9
Gilbert 
town………………………………………………..  109 697  208 453  98 756 90.0
Glendale 
city……………………………………………………  218 812  226 721  7 909 3.6
Globe 
city..........................................................................
......................................................................  7 486  7 532   46 0.6
Goodyear  18 911  65 275  46 364 245.2
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city……………………………………………………
…. 
Guadalupe 
town........................................................................  5 228  5 523   295 5.6
Hayden 
town........................................................................   892   662 -  230 -25.8
Holbrook 
city........................................................................  4 917  5 053   136 2.8
Huachuca 
city........................................................................ 
town........................................................................  1 751  1 853   102 5.8
Jerome 
town........................................................................   329   444   115 35.0
Kearny 
town........................................................................  2 249  1 950 -  299 -13.3
Kingman 
city……………………………………………..  20 069  28 068  7 999 39.9
Lake Havasu City 
city…………………………………………….  41 938  52 527  10 589 25.2
Litchfield Park 
city........................................................................  3 810  5 476  1 666 43.7
Mammoth 
town........................................................................  1 762  1 426 -  336 -19.1
Marana 
town……………………………………………..  13 556  34 961  21 405 157.9
Maricopa city 
2……………………………………………………  1 040  43 482  42 442 4 081.0
Mesa 
city……………………………………………………
…..  396 375  439 041  42 666 10.8
Miami 
town........................................................................  1 936  1 837 -  99 -5.1
Nogales 
city........................................................................  20 878  20 837 -  41 -0.2
Oro Valley 
town………………………………………………..  29 700  41 011  11 311 38.1
Page 
city..........................................................................
......................................................................  6 809  7 247   438 6.4
Paradise Valley 
town........................................................................  13 664  12 820 -  844 -6.2
Parker 
town........................................................................  3 140  3 083 -  57 -1.8
Patagonia 
town........................................................................   881   913   32 3.6
Payson 
town........................................................................  13 620  15 301  1 681 12.3
Peoria 
city……………………………………………………
……  108 364  154 065  45 701 42.2
Phoenix 
city………………………………………………… 1 321 045 1 445 632

 124 
587 9.4

Pima 
town........................................................................  1 989  2 387   398 20.0
Pinetop-Lakeside  3 582  4 282   700 19.5
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town........................................................................ 
Prescott 
city……………………………………………..  33 938  39 843  5 905 17.4
Prescott Valley 
town…………………………………….  23 535  38 822  15 287 65.0
Quartzsite 
town........................................................................  3 354  3 677   323 9.6
Queen Creek 
town……………………………………….  4 316  26 361  22 045 510.8
Safford 
city..........................................................................
......................................................................  9 232  9 566   334 3.6
Sahuarita 
town…………………………………………..  3 242  25 259  22 017 679.1
San Luis 
city……………………………………………..  15 322  25 505  10 183 66.5
Scottsdale 
city………………………………………………….  202 705  217 385  14 680 7.2
Sedona 
city..........................................................................
......................................................................  10 192  10 031 -  161 -1.6
Show Low 
city..........................................................................
......................................................................  7 695  10 660  2 965 38.5
Sierra Vista 
city……………………………………………………  37 775  43 888  6 113 16.2
Snowflake 
town........................................................................  4 460  5 590  1 130 25.3
Somerton 
city..........................................................................
......................................................................  7 266  14 287  7 021 96.6
South Tucson 
city........................................................................  5 490  5 652   162 3.0
Springerville 
town........................................................................  1 972  1 961 -  11 -0.6
St. Johns 
city........................................................................  3 269  3 480   211 6.5
Star Valley town 
2........................................................................  1 536  2 310   774 50.4
Superior 
town........................................................................  3 254  2 837 -  417 -12.8
Surprise 
city……………………………………………………
….  30 848  117 517  86 669 281.0
Taylor 
town........................................................................  3 176  4 112   936 29.5
Tempe 
city……………………………………..………………
……  158 625  161 719  3 094 2.0
Thatcher 
town........................................................................  4 022  4 865   843 21.0
Tolleson 
city........................................................................  4 974  6 545  1 571 31.6
Tombstone 
city........................................................................  1 504  1 380 -  124 -8.2
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Tucson 
city……………………………………………………
…  486 699  520 116  33 417 6.9
Tusayan town 
2…………………………………………….   562   558 -  4 -0.7
Wellton 
town........................................................................  1 829  2 882  1 053 57.6
Wickenburg 
town........................................................................
........................................................................  5 082  6 363  1 281 25.2
Willcox 
city........................................................................  3 733  3 757   24 0.6
Williams 
city........................................................................  2 842  3 023   181 6.4
Winkelman 
town........................................................................   443   353 -  90 -20.3
Winslow 
city..........................................................................
......................................................................  9 520  9 655   135 1.4
Youngtown..............................................................
.......... 
town........................................................................  3 010  6 156  3 146 104.5
Yuma 
city……………………………………………………
……  77 515  93 064  15 549 20.1
          
 
 
In the March 2011 edition of Arizona’s Economy, U of A Economist Marshall Vest opines as follows; 
 

 
 
A change in the population growth of the magnitude forecast demands a more conservative projection of 
the velocity and volume of new housing demand in the region overall and in the defined area of interest 
than most observers and forecasters have been willing to suggest. 
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 Income and employment – metro Phoenix [Pinal/Maricopa] 
 
As noted elsewhere herein, job growth and incomes relate directly to the potential for new housing activity 
in any region, certainly including the area of interest. 
 
The major growth activity that occurred in the defined area of interest and that spawned the housing 
velocities of the region in the 2000-2007 period was generated by high levels of job growth and income 
growth which in turn generated a spurt in population growth and a demand for housing. 
 
 The recent housing recession is characterized by low job growth and low income growth as well as other 
factors discussed elsewhere herein. 
 
The table below, developed by the Economic and Business Research Center at the Eller College of 
Business at the University of Arizona depicts the current state of income and employment and the outlook 
over the next five years. 
  

METRO PHOENIX  INCLUDING PINAL COUNTY   
2011 2012 2013 2014 2015 

INCOME  2010 2011  2012  2013  2014  2015  

Personal Income ($mil) 153,347.50 159,405.90 164,335.00 171,480.50 181,171.40 193,792.10 

% change 2 4 3.1 4.3 5.7 7 

Per capita Personal Income ($) 36,573.20 38,327.60 39,505.10 40,924.70 42,614.30 44,574.50 

% change 2.9 4.8 3.1 3.6 4.1 4.6 

EMPLOYMENT (000s)             

Non Farm Employment 1,679.10 1,671.60 1,684.10 1,712.20 1,756.70 1,824.70 

% change -2.6 -0.5 0.7 1.7 2.6 3.9 

Mining 3.1 3.4 3.6 3.6 3.7 3.8 

% change -0.1 11.2 5.2 1 2.1 1.6 

Construction 80.7 61.6 58.1 56.5 62.9 75.1 

% change -16 -23.6 -5.7 -2.8 11.3 19.4 

Manufacturing 111.2 113.6 117.9 121.8 123.5 124.8 

% change -3.2 2.2 3.8 3.3 1.4 1.1 

Trade, Transportation & Utilities 347 354.8 362.9 371 380.2 393.9 

% change -2.1 2.2 2.3 2.2 2.5 3.6 

Information 26.6 25.4 26.5 26.4 26 27.4 

% change -8.2 -4.5 4.5 -0.4 -1.7 5.5 

Professional & Business Services 269.3 272 269.2 273.4 279.9 290.4 

% change -2.3 1 -1 1.5 2.4 3.7 

Leisure & Hospitality 170.6 172 174 176.9 181.6 187.1 

% change -2.3 0.8 1.2 1.6 2.7 3 

Government 233.5 227.8 225.5 226.9 230.4 236 

% change -2.4 -2.4 -1 0.6 1.5 2.4 

METRO PHOENIX [PREPARED BY ECONOMIC BUSINESS AND RESEARCH CENTER ‐ UNIVERSITY OF ARIZONA]   
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We note that these economists anticipate an improving personal income environment for the overall 
region beginning in 2013 after a sag in 2012. 
 
Their expectation is that overall employment will continue to be negative in 2011 and then improve 
substantially thru 2015, but not reach the 4.5% + ranges we enjoyed in 2004-2006, which supported the 
housing boom during that period. 
 
These economists do not forecast the future employment for the specific geographic area of interest of 
this analysis, and we anticipate that much of the employment growth that will occur in the next 5-10 years 
and beyond will be centered in the currently active employment growth areas, most of which are in 
Maricopa County and not in the defined area of interest. 
 
These areas include the Chandler/Intel/Ray Road employment centers, the Broadway/University core 
areas, The Mesa/Falcon Field area, and those areas generally along the existing and new freeway 
corridors. 

 
Plans for development of major employment at the Williams Gateway/GM Proving Grounds site will likely 
dominate the future employment growth centroids of the region for several decades to come.  These 
development efforts are already supported by infrastructure planning and execution and have wide 
support amongst the appropriate civic bodies. 
 
We anticipate that Pinal County municipalities [and many others] will suffer from low tax collections for at 
least the next decade as they recover from the impacts of the current recession, and that little funding will 
be available for development infrastructure to support major new job growth centroids in the area of 
interest. 
 
In the recent past, almost all of the employment in Pinal County and in the area of interest stemmed from 
construction related activity and local service activity.  Absent that construction activity there will be few 
non-service jobs available in the area of interest in spite of a growing economic development effort in the 
area of interest. 
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While the emergence of some catalyst industry or facility is possible in the mid or long terms in the area of 
interest, the resources to attract and provide incentives for such a facility will be very hard to find in the 
midterm and perhaps for some years beyond. 
 

We can anticipate strong and 
more sophisticated efforts on 
the part of many communities 
in Maricopa County to jump 
start economic development 
in those areas.  Unless the 
area of interest [and 
Florence] can find the 
resources to aggressively 
compete in the same arena 
as these communities, the 
economic development plums 
will go to those dominant 
areas, and employment 
growth [and to some degree 
wage growth] will remain 
minimized in the area of 
interest. 
 
     

 

 Vacant lot inventory factors 
 
Inventory plays a large role in determining the economic feasibility and the timing of producing new lots in 
any housing market environment.  It also plays a role in where new housing activity will be located, as 
large inventories of vacant lots tend to drive down home prices and therefore attract builders and home 
buyers to more affordable housing, generating construction velocity to these areas.  However, new 
consumers will be less likely to be attracted to housing far distant from their workplaces due to current 
and anticipated gas prices, modifying the old norm of domicile-workplace considerations.  
 
As the Phoenix housing market began to decelerate during the 2007-2009 period the finished and under-
construction lot inventory in the marketplace also became bloated and prices of those lots and of raw land 
fell even further than housing prices in many instances, especially in the Pinal County parts of the subject 
area of interest. 
 
Just as the overhang of inventory houses continues to impact the market opportunity so does the impact 
of lots and partially developed land, with thousands of lots and thousands of acres of platted and 
engineered land lying in wait for housing market recovery and banks unwilling to finance new 
development in light of this inventory overhang. 
 
To quantify the lot inventory we examine four categories of lots,  

1. Lots remaining in subdivisions that are currently active,  
2. Lots remaining in subdivisions that were active at one time and are now dormant, and 
3. Lots that have been announced in future subdivisions and 
4. Unplatted lots in “announced” future large-scale communities.   

 
Lots in active subdivisions are typically finished lots, ready to build on.  Lots in dormant subdivisions are 
often finished and sometime platted and engineered or partially finished.  Lots in future subdivisions are 
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typically platted.  Lots that have been “announced” typically may or may not have preliminary zoning of 
preliminary plats and are typically several years from fruition but often represent a “next wave” of major 
development activity. 
 
We calculate that there are at least 96,000 lots in one or more of these categories in the specific area of 
interest that we have defined herein for this analysis.  In addition, there are hundreds if not thousands of 
acres of State Land and private holdings that are ultimately available for development that are not 
included in the categories we have identified. 
 
We examine the inventory levels in these categories below. 
 

 
 
As of this writing we can identify 10,801 available finished lots in active new housing subdivisions in the 
area of interest. 
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There are 12,309 typically finished lots in now-dormant subdivisions in the area of interest.  These are 
subdivisions that were once active but have lots remaining and have not had a permit or sale in the last 
12 months, and hence are deemed “dormant”. 
 

 
 
There are 11,057 lots in future subdivisions that have been platted in the area of interest. 
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There are 61,982 lots “announced” in planned future communities in the area of interest.  While there is 
little near-term likelihood that these communities will enter into the active status in the near term they 
could be the longer term future lot sources in the region.  
 
When we aggregate these inventories of lots we are able to compute the total lots available in the area of 
interest and calculate the remaining months/years supply of lots.2 
 

AREA OF INTEREST   

AVAILABLE FINISHED LOTS  10801

DORMANT LOTS  12309

FUTURE PLATTED LOTS  11057

  TOTAL  34167

MONTHS SUPPLY @ CURRENT ABSORPTION  178

YEARS SUPPLY  15

   

TOTAL SUPPLY  34167

ADDL ANNOUNCED  61982

  TOTAL  96149

MONTHS SUPPLY @ CURRENT ABSORPTION  501

YEARS SUPPLY  42
 
 

                                                      
2 Totals calculated by the authors from proprietary data.  Available lots and dormant lots are based upon total platted lots recorded 
less permitted lots.  Future lots are based on recorded plats.  Announced lots are based on press reports, developer advice, land 
sales announcement, and anecdotal sources.   
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As the table suggests, at current rates of absorption of lots we have a theoretical supply of lots of 42 
years within the area of interest we have herein defined and as is shown on the maps within the gold 
shaded area. 
 
This calculation is based upon the relatively unlikely assumption that no additional lots would be 
developed over the near term period, that absorption patterns would remain similar, and that market 
velocities within the overall and the defined areas would remain constant.  
 
In addition to vacant lot inventories, there are currently over 1,000 resale homes listed for sale in the 
defined area which impact the overall inventory picture as well as 277 unsold spec homes. 
 
In addition to the above, 2010 census data shows large numbers of vacant houses in the region and in 
the area of interest, suggesting an even additional supply of housing available for future sales, rentals, 
etc. than we have calculated above.  ABC Demographics reports housing vacancies in Pinal County as 
shown in the table below, with over 16,000 homes vacant [not rented, for sale, other vacant].  
 

HOUSING OCCUPANCY – Pinal County   % 
  Total housing units 159,222 100.0 
    Occupied housing units 125,590 78.9 
    Vacant housing units 33,632 21.1 
      For rent 4,887 3.1 
      Rented, not occupied 333 0.2 
      For sale only 5,660 3.6 
      Sold, not occupied 917 0.6 
      For seasonal, recreational, or occasional use 15,499 9.7 
      All other vacant 6,336 4.0 
    Homeowner vacancy rate (percent) [8] 5.5  ( X )  
    Rental vacancy rate (percent) [9] 13.9  ( X )  
   
   

 
 
To allow us to understand the potential for future development of new lots in the designated area of 
interest, we have looked at the vacant undeveloped land that currently exists in the areas from the 
Gilbert/Williams-Gateway area to the Florence area, not in an attempt to measure the overall vacant land, 
but to develop a general understanding of the scope of future development opportunity in that area. 
 
On the pages following we show aerial photography of three segments of land  , the first showing from 
Williams-Gateway to Empire Road, the second from Empire Road to Arizona Farms Road, and the third 
from Arizona Farms Road to just south of Hiway 287.  
 
Blue areas are State Land [typically available for development], the purple areas are BLM land [may be 
available under certain circumstances]; yellow land masses are Reservation land [not available].  The 
areas not otherwise colored and where no development is present are generally available for 
development. 
 
Even a casual perusal of the photos shows literally tens of thousands of acres of land available for future 
development between the presumed major future centroid of employment in the region and the Florence 
area. 
 
The last picture alone shows some 30,000 acres vacant, suggesting a potential for 100,000 homes South 
of Arizona Farms Road at some point in the very long term future. 
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We recognize that one or more of the assumptions that we have sued to understand the overall level of 
inventory of various types of assumptions could be flawed.  However, it does demonstrate that there are 
very large numbers of lots and homes available in the presently known stock and that there is little 
likelihood of a mid or longer term lot shortage in the region. 
 
In addition, with inventories of lots at these levels any near or even midterm efforts to develop lots in the 
Florence area or elsewhere would likely introduce them into an already overcrowded inventory stream 
requiring highly competitive prices and relatively low returns to investors/developers.   
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While the sequencing of lot development in the region has been generally random, we anticipate that 
future development sequencing can be expected to be more controlled and restricted by consumers and 
lenders alike. 
 
Historically buyers in this region have been willing to “drive until they qualify”.  This generally largely drove 
development south along the Hunt Hiway toward the Merrill Ranch area and to Casa Grande and to 
Maricopa City and to a very large degree also drove development in Gilbert and elsewhere in Maricopa 
County.  It was supported by loose mortgage criteria and market frenzy unlikely to occur again for many 
years. There are few who anticipate that this same combination of events will occur in this market in the 
future. 
 
Future development will be more likely to emulate historical patterns3 and to spread from employment and 
service centers generally in more concentric-like rings along functional transportation arteries, utilizing the 
available developed and planned lots with existing infrastructure.  Minor leap-frogging may occur if 
infrastructure funding is available, but the general demise of facilities district funding and municipal 
funding for infrastructure will greatly discourage the kind of leapfrogging that occurred in the recent past. 
In addition, buyers are already becoming more sensitive to commute times and distances driven by high 
gas prices, as well as plentiful rentals of homes in “close-in” existing neighborhoods, their inability to 
qualify for mortgage credit, and a recently found distaste for home ownership. 
 
Premature development efforts will be hard or impossible to finance and be forced to compete with 
unfavorably low lot prices unless development closer to the employment and service centroid has been 
sold out. 
  
In our considered view, the desirability, location, and timing of future development will be controlled by 
availability of financing, availability of infrastructure, proximity to employment, remaining more proximate 
lot inventory, and the ability of the developer and of the using homebuilder to present favorably priced but   
profitable housing on the site.  
 

Forecast of future housing activity in the area of interest 
 
It is well known that forecasts of future housing activity have been fraught with challenges as the housing 
market has become increasingly unstable and unpredictable over the last several years.  While every 
housing market is a local market, it is dependent upon both global and national economic and social 
factors, and more so in the current age of economic uncertainty. 
 
Housing and home ownership has been a national social priority for several decades, propelled by 
government assistance for mortgages, tax incentives, government subsidy programs for certain classes of 
home buyers, and massive publicity extolling the benefits of home ownership.  
 
During this same time Phoenix has seen its population grow to one of the major regions of the nation, and 
while part of this growth was supported by quality job growth, much of the region’s prosperity was 
generated by growth itself. 
 
Most regional economists and business leaders now recognize that this period of growth and prosperity 
for the region is probably over, and that the future of the region will be more dependent upon the 
development of new employment classes and new employment nodes, moving Phoenix from a growth 

                                                      
3 Historically metro Phoenix development has been driven by a combination of freeway development [I17, 
Superstition, 101, 51] and by employment nodes [Motorola, Intel, McDonald Douglas, Deer Valley, 
Uptown Central Avenue, ASU, Scottsdale tourism, etc.]  Most development spurts flowed along freeways 
and from major employers.  
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prosperity to a community and an economy founded on sustainable employment sectors, trade, and 
innovation. 
 
It has become obvious that the population of Phoenix “has been housed”, and that a part of the future 
housing needs will be met by a current overhang of housing inventory in both the bank-owned, investor-
owned resale and new home arenas as well as the apartment sector.    
 
The extent of this inventory overhang is in dispute due to the varying methodologies used to determine it, 
but is universally held to be a significant number that will continue to impact the need for additional new 
housing for some period of time, with most assuming that impact will linger for perhaps five or so years. 
 
The region has also seen a serious slowdown or even reverse of the population growth that has produced 
demand for housing for many years.  While part of that slowdown can be attributed to the natural factors 
generated by the region becoming a “big city”. much of it is the result of the loss of jobs that has occurred 
over the period of the current national recession.  We can assume that meaningful population growth will 
not resume until jobs are available for that population. 
 
While we have just begun to see some recovery in the employment sector, over 270,000 jobs need to be 
generated just to reach parity with those jobs previously available in the region.  Many economists expect 
this employment challenge to last a decade or more and require massive and innovative efforts on the 
part of regional government and private firms. 
 
Unemployment remains a drag on the regional economy and on housing overall, with over 9% of the 
workforce unemployed and an estimated 18-20% of the workforce under-employed. 
 
In addition to a significant need for jobs and for renewed population growth, there are two other factors of 
note that we believe will continue to impact the new construction housing market in the region for some 
period of time. 
 
First, as the graphic below indicates, there is a large and abnormal gap in the median prices of new and 
resale homes in the region that is and will continue to impact the new construction housing potential of 
the region for some time to come.  As of today there is a $110,000 gap between the median new home 
and the median resale home based upon actual closings in May 2011. 
 
As the graphic shows, this gap is extreme in its variation from the norm of the pre housing bubble past.  
The impact of this gap can be seen in the second graphic below, with the market share capture of new 
homes negatively impacted by the low prices of resale homes. 
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The Metro Phoenix Housing Market Forecast – 2011‐2015 – by RLBrownReports 
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HISTORICAL NEW HOME vs RESALE CLOSINGS      
© 2011 ‐ RL Brown Reports 

NEW HOME SALES BY MONTH RESALES BY MONTH

8‐9% NEW 
HOME
CAPTURE

 
 
 
The dramatic spread between new and resale home prices in the region have diminished the market 
share capture of new homes from a traditional 40% or so of the market to a low of less than 9%. 
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In other words, fewer of the home buyers that are in the market in these times are attracted to a new 
home than at any time since we began tracking this data some 25 years ago. Any forecast that fails to 
consider these realities is lacking. 
 
Eventually the prices of resale homes will begin to climb, especially as the overhang of foreclosure and 
underwater homes begins to diminish.  These changes are also a function of job growth and population 
growth. 
 
While we have factored all of these considerations into our effort to forecast the long term future of metro 
Phoenix housing, we have also recognized that long term trends when disrupted by extraordinary events 
or circumstances tend to return eventually to trend.  To that end we present a forecast scenario for the 
designated market area for consideration. 
 
The graphic is based upon annual new home closing performance showing the history over the period 
1998 thru 2010 and the projected closings over the years 2011-2041. 
 

 
 
A number of assumptions are evident in the forecast, including the assumption that the market will remain 
generally flat thru the 2015 period in this market area and that recovery from 2015 thru perhaps 2021 will 
be at a moderate pace, then accelerating, with new home activity in the market area reaching the 2002 
pace in about 2030 and the 2004 pace in perhaps 2041.   
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Obviously, changes in global and national economic and other circumstances can greatly impact this 
forecast.  A dynamically improving regional economy would accelerate the results while a failure to 
generate new jobs and populations would diminish the results.   
 
We have also assumed that future regional growth will be more “traditional” and contiguous in pattern [as 
discussed earlier] and less “leap frog” in nature. 
 
Using the forecast above we next apply the lot inventory data that we have detailed earlier herein in an 
attempt to understand the impact of that inventory on the timing of future development activities, 
recognizing that this theoretical model represents an overall look at the absorption timetable for lot 
development and cannot forecast the specific development timetable that might occur or be appropriate 
for any specific parcel of land or group of lots. 
 
The red line represents the absorption of lots while the green line overlays the supply of lots as calculated 
earlier herein for the designated area. 
 
 

 
 
 
The point where the two lines cross suggests the mathematical point in time when all of the current lots 
have been used to meet the demonstrated demand for housing as forecast along the red line. 
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Lot values could be assumed to track the inverse of the green line, with values at their lowest when 
inventories are highest and at their highest when inventories are diminished.  There is also a fairly direct 
relationship between lot vales and housing values, as lot values increase often the price and amenity 
level of the homes increases.  
 
Obviously, the actual intersection of the two lines would never occur as market forces would interrupt as 
the crossing trajectory approached and market forces would create new lots as prices of existing lots 
increased under the growing supply pressures. 
 
In the scenario envisioned by the projections, land/lot development activities would increase rapidly in the 
several years before the intersecting point on the graph.  
 
 

 
 
 
 
While we consider that this forecast represents a reasoned outlook for the future of new construction 
housing activity in the area we have chosen herein to analyze, there is certainly room for discussion and 
debate relative to the conclusions presented here. 
 
The precise area within the general Pinal County area where development will most likely will be focused 
over the next several decades will largely be a function of where the jobs for the population of Pinal 
County will be located and of the attitudes and policies of the municipalities in Pinal County that can 
encourage or discourage growth and development by those policies and attitudes.   
 
Much of Pinal County is burdened with inadequate transportation infrastructure, and those communities 
that are able to facilitate modern transportation to the job centroids will generate economic development 
and new housing demand.  New home buyers are less and less likely to buy at the “end of the road” than 
perhaps ever before. 
 
The mass of the development activity within the designated study area will likely be focused more on the 
South Gilbert and Queen Creek area in the earlier years, and then spread southward along the Hunt 
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Highway towards Florence and Coolidge.  To the west it will focus on Casa Grande and spread east 
toward Coolidge.  New development activity in Maricopa City will be minimal until resale inventories are 
absorbed and prices firm as supply and demand approach a balance.  Development in Maricopa City will 
be enhanced if the community can develop an effective job growth program. 
 
Future development in Florence, at the “end of the trail” in proximity to many of the metro area’s current 
and future employment centroids, will logically flow as housing and lot development activity more 
proximate to those centroids is absorbed, unless Florence can generate employment in its own area of 
influence, creating a new job centroid that can generate new housing construction for the Florence area. 
 
The combination of currently available resale homes, the shadow inventory of vacant but not on the 
market homes, vacant finished lots, dormant lots, planned future lots, vacant privately held land, and 
large tracts of State Land combine to virtually insure that there will be no shortage of housing or land/lots 
for housing for decades in the Florence region. 
 
This combination further suggests that the inventory can certainly be considered an inventory overhang 
that will impact housing prices, lot prices, land prices, and the economic potential/desirability of new home 
development activity in the Florence area for many years, especially if overall population growth remains 
stunted. 
 
The present Merrill Ranch Anthem community, brought on stream as the market and economy began to 
collapse has failed to reach its potential, and now could be characterized as poorly timed, through no fault 
of the developer.  
 
 
 
 
RL Brown 
 
Greg Burger 
 
July 2011 


