Multifamily Metro Outlook:
Tucson – Q2 2022

Overview:
• Tucson is within striking distance of recovering all the jobs lost during the pandemic-induced recession. This is, in part due to
the contribution of aerospace parts manufacturing through Raytheon Missile Systems and employment at Davis-Monthan
Airbase.
• New supply delivered over the past couple of quarters has slightly outpaced need based on job growth leading to negative net
absorption. However, the average vacancy is 4.25 percent as of Q2 2022 which is still below historic levels. In addition, remote
workers living in Tucson rentals have helped support rent growth of just over 5.5 percent in the first half of 2022. While this is
far below the 20.25% in recorded in 2021, rents are still running above historic averages.
Market Strengths:
• Tucson is a low-cost alternative to Southern California for both cost of business and cost of living. It also has a highly educated
workforce thanks to the presence of the University of Arizona which also helps attract West Coast businesses.
• Defense, particularly aerospace manufacturing is a key economic driver. The Davis-Monthan Air Base, Raytheon Missile
Defense Systems, and the Arizona National Guard are all major employers providing stable and growing employment.
• Tucson has a favorable demographic profile for multifamily rentals, with renters aged 20-34 making up just under 21.5% of the
population, 1% higher than the national average. The young demographic is supported by University students.
• Even with a 20% increase in rents in 2021, Tucson remains very affordable relative to the West Coast and the nation. The
average asking rent as of Q2 2021 was $1,115 per month, only two-thirds of the U.S. average.
Market Weaknesses:
• Retail and leisure/hospitality, which have been heavily impacted, make up 20.7% of jobs, 0.6% above the U.S. average.
• Even in the best of times, the average per capita income is $10,000 less than the national average, giving consumers less
income to spend to stimulate demand for goods and services. In addition, many planned employer expansions, including
Comcast, GEICO, and HomeGoods, are for back-office, call center, and distribution operations which pay less.
• Although Tucson has stored water, lack of water may be a serious issue in the next couple of years.
• Retirees are a key economic driver of growth in Tucson but are not a key renter demographic and the affordability of singlefamily homes siphons off renters.
Development:
• Over the past five years, just over 2,500 apartments were delivered, most in Central Tucson which includes the University of
Arizona. Tucson does not attract capital like Phoenix, partly since rents are about 40% higher in Phoenix. Just 580 units are
underway as of Q2 2022, representing less than a 1 percent increase in inventory. Development underway appears to be
spread out across the metro rather than just concentrated in Central Tucson.
Outlook:
• The average vacancy rate remains low by historic standards and the number of apartments under development remains
relatively low. With the Federal Reserve raising interest rates, a slowdown in job growth is anticipated. Nevertheless, defense
and aerospace manufacturing which are a large part of the job base should keep the job market stable. As a result, the
apartment market is expected to remain steady over the next six to 12 months.
• Tucson will not recover all the pandemic related jobs lost until the end of 2022. However, it has a warm climate and low
business and living costs relative to the West Coast which will attract both population and employers long-term. As a result,
its economy should continue to expand. However, Tucson’s economy ultimately is less diverse than the economy in Phoenix
and is more susceptible to swings in growth due to reliance on in-migration.
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