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Highlights
• Demand for multifamily units in Tucson leveled off 

during the first quarter, following a year of rapid 
growth. Vacancy rose, generally in older units, 
while rents continued to push higher. A healthy 
labor market is forecast to support operating 
conditions through the remainder of this year.

• Apartment vacancy rose 40 basis points in 
the first quarter to 4.8 percent. This marked 
the second consecutive quarter where the 
rate ticked higher, following several years of 
gradual declines. During the past 12 months, 
the rate has risen 50 basis points. 

• Asking rents finished the first quarter at  
$1,126 per month, 23.2 percent higher than 
one year ago. Rents increased 2.3 percent 
during the first quarter. 

• Fewer apartment properties sold at the  
start of this year, following a rapid pace of 
deal flow at the end of 2021. In deals that 
closed in the first quarter, the median price  
was approximately $125,000 per unit, while  
cap rates averaged around 4.2 percent. 

Rent Growth Persists, but 
at a More Gradual Pace

Tucson Multifamily Market Overview
Activity in the Tucson multifamily market leveled off 
during the first three months of 2022, following a 
year of unprecedented growth. In the first quarter, 
net absorption in Tucson was essentially flat, while 
the delivery of new units continued at the steady 
pace that has been established in recent years. 
The result was an uptick in vacancy, although the  
current rate remains about 100 basis points lower  
than the market’s long-term trend. These tight 
conditions, coupled with ongoing gains in the local 
labor market, are supporting rent increases, a  
trend that should continue throughout the remainder 
of 2022. While vacancy rose to start the year, the  
increase was not recorded in newer, Class A units.  
Instead, vacancies trended higher in 1970s- and 
1980s-vintage units, which may reflect a flight to  
quality as personal balance sheets have improved. 

Investment trends were mixed in the first quarter. 
Sales activity slowed from heightened levels 
recorded in each of the past two years and 
reflected a more normalized pace of velocity. 
Cap rates began to push higher, which likely 
contributed a bit to the more modest pace 
of transactions. Despite these factors, prices 
continued to trend higher, with the median 
reaching $125,000 per unit, 10 percent higher 
than the median price in 2021. This reflects the 
impact of rapid rent growth in the market in  
recent years and supports a favorable outlook  
for owners. As recently as the end of 2020, 
average rents in the market were below  
$900 per month. Current rents are up more  
than $225 per month with additional gains  
likely in the coming quarters. 

Median sales price  
per unit (YTD)

$125,000

Vacancy

4.8%

Asking Rent 

$1,126

+50bps Year over  
year change

Year over  
year change+23.2%

Units under construction

1,306

Units delivered (YTD)

312
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Development Trends

Development and Permitting 
• Developers delivered 312 apartment units during the fi rst quarter, 

down about 20 percent from the number of units that came online 
during the fi rst few months of last year. Quarterly deliveries are up 
about 70 percent from the market’s fi ve-year trend.

• Projects totaling more than 1,300 units are currently under 
construction in the Tucson market, nearly identical to the number 
of units that were in development one year ago. 

• Multifamily permitting has picked up to this point in 2022, with 
developers pulling permits for approximately 420 units in the fi rst 
quarter. Activity is up more than double from levels recorded one 
year ago.

• Forecast: Deliveries are expected to total approximately 
1,200 units this year, after more than 1,400 units were 
completed in 2021. The pace of construction activity is 
expected to be fairly consistent throughout most of the year. 

Developers delivered 312 units 
during the fi rst quarter. 

Employment
• The Tucson labor market continued to expand at the start of the 

year as employers added 4,000 workers in the fi rst quarter. Year 
over year, job additions in the region total 15,200 employees, 
a gain of approximately 4.1 percent.

• The trade, transportation, and utilities sector accounted for 
nearly one-third of all new positions added in the past year. The 
sector has added 5,000 jobs in the past year, a growth rate of 
7.5 percent. Continued expansion in last-mile distribution activity 
should support additional growth going forward.

• In February, SkyWest Airlines announced plans to build a new 
maintenance hangar at Tucson International Airport. The planned 
hangar is expected to cost $39 million and create 50 new jobs. 

• Forecast: The Tucson employment market is forecast to expand 
by 11,000 jobs in 2022, a 2.9 percent gain.

Year over year, job additions in the 
region total 15,200 employees.
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Rents
• The Tucson multifamily market recorded some of the most rapid rent 

increases in the country last year, with rents spiking by more than 
23 percent. During the fi rst quarter of this year, rents gained an 
additional 2.3 percent, reaching $1,126 per month. 

• Local asking rents are up 23.2 percent from one year ago, 
although the bulk of the increase was recorded in the second half 
of 2021. Tucson rents have increased by more than $200 per 
month since the fi rst quarter of 2021.

• The strongest rent growth in the Tucson market occurred among 
Class B properties. Asking rents in Class B buildings have 
increased by 29 percent compared to the fi rst quarter of last year. 
With demand elevated, many operators are pushing rents higher, 
particularly in 1980s- and 1990s-vintage units. 

• Forecast: Rent growth is expected to continue in the coming 
quarters, although the pace will be moderate compared to last 
year. Tucson asking rents are forecast to increase approximately 
7 percent this year, ending 2022 at $1,177 per month. 
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Rent Trends

During the fi rst quarter, 
rents gained an additional 
2.3 percent.

• Vacancy rose 40 basis points during the fi rst quarter, reaching 
4.8 percent. Vacancy dipped below 5 percent in the third 
quarter of 2020, and the rate has remained between 4 percent 
and 5 percent in each of the past seven quarters.

• After increasing for the second consecutive quarter, the vacancy 
rate in Tucson is up 50 basis points from the same period one 
year ago. 

• Demand has remained healthy in the Class A segment. The rate 
ended the fi rst quarter at 3.8 percent, down 110 basis points 
year over year. Class A vacancy tightened 40 basis points in 
the fi rst quarter. 

• Forecast: Vacancy is forecast to end 2022 at 4.5 percent, up 
10 basis points from the end of last year. The rate has remained in 
a tight range after falling each year from 2013 to 2020. 

Vacancy Vacancy rose 40 basis points 
during the fi rst quarter, reaching 
4.8 percent.
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Recent Transactions

Property Name Street Address Units Sales Price Price/Unit

Alterra 801 S Prudence Rd., Tucson  416  $81,500,000  $195,913 

The Standard Raintree 6450 E Golf Links Rd., Tucson  364  $42,000,000  $115,383 

Paseo Del Sol 6280 S Campbell Ave., Tucson  152  $33,650,000  $221,382 

Mission Creek 1451 W Ajo Way, Tucson  200  $28,500,000  $142,500 

7 Four on Stone 3450 N Stone Ave., Tucson  73  $7,385,000  $101,164 

Multifamily Sales Activity

Multifamily Sales
• After surging at the end of 2021, the pace of local apartment 

sales cooled off at the start of the year. Sales velocity is down 
roughly 27 percent from the same period at the beginning of 
last year.

• While fewer properties changed hands during the fi rst quarter, 
prices continued to trend higher. The median price in deals 
that closed at the start of 2022 reached $125,000 per unit, an 
increase of 10 percent compared to the median price in 2021. 

• After compressing throughout 2021, cap rates trended higher at 
the start of this year. The average cap rate in closed transactions 
in the fi rst quarter was 4.2 percent, 70 basis points higher than 
the average rate in the previous quarter. 
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The median sales price in the fi rst 
quarter reached $125,000 per unit.

Sources: NorthMarq, CoStar
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Looking Ahead
Economic growth in Tucson is forecast to continue to provide fuel for 
the local multifamily market. Employers are expected to continue to 
add back workers to payrolls, supporting renter demand for apartment 
units. The pace of new development in Tucson began to gain momentum 
in 2019, and in recent years, the market has repeatedly proven that 
there is suffi cient demand to absorb new units delivered to the inventory. 
The local vacancy rate is forecast to remain near recent ranges throughout 
the remainder of this year. The persistent renter demand and low vacancy 
rates should continue to support rent increases. Operators are forecast 
to implement additional rent increases this year, following an average 
spike of more than 23 percent in the previous year.

In recent years, momentum has been building in the Tucson 
multifamily market with a greater number of transactions closing 
to a more diverse set of buyers. The pace of activity slowed at the 
outset of this year, and there could be another quarter or two of 
modest sales velocity as buyers and sellers assess the impact of 
rising interest rates on pricing and cap rates. To this point, cap rates 
have shown some signs of inching higher after compressing for the 
past several years. Traditionally, the bulk of the activity in the Tucson 
investment market has occurred below $10 million, but in recent 
periods there has been a signifi cant surge in transactions ranging 
from $20 million to $50 million. 
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its accuracy, we cannot guarantee it. No responsibility is assumed for any inaccuracies. Readers are encouraged to consult their professional 
advisors prior to acting on any of the material contained in this report.

Northmarq offers real estate investors access to experts in debt, 
equity, investment sales and loan servicing. We combine industry-
leading capabilities with an open, flexible structure, allowing our 
team of seasoned professionals to do the best work on behalf 
of clients and lenders. Our solid foundation and innovative 
approach have led to substantial growth, with more than 700 
employees, loan servicing volume approaching $70 billion, and 
$30+ billion in transaction volume.
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