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ECONOMY: 
In the third quarter 2021, the Tucson market recorded employment of 384,600 jobs with a positive outlook, up 4.3% over the third
quarter 2020. The unemployment rate improved from 7.9% in the third quarter 2020 down to 6.5%. Median household income in 
Tucson remains steady year-over-year at $57,600, in line with national figures. Population grew 0.9% year-over-year with a positive 
outlook, more than double the national gain of 0.4%. Due to pandemic-related supply chain issues, housing permits decreased 
14.1% year-over-year in Tucson but remain up 28% year to date. Housing demand is stronger in recent years partly due to 
migration, but supply constraints limit the number of houses sold. Arizona is experiencing a very healthy recovery in retail sales, up 
17.4% year-over-year even while factoring in a dip in July of this year.

SUPPLY & DEMAND: 
Tucson’s vacancy rate in the third quarter 2021 decreased to 4.5%. Meanwhile, completion of new projects remains hampered by 
increased costs and supply chain issues. Harsch Investment Properties is building their new $18 million, 230,000 square feet (sf) 
Tucson Airport Center 2 building. Autonomous trucking firm TuSimple is expanding past their 60,000 sf building in the Southeast 
submarket. Roche Tissue Diagnostics in the Northwest market is doubling their warehouse to 120,000 sf. Other developers will 
likely follow suit.
E-commence growth is driving warehouse space demands for Amazon and other large players for more last-mile locations and 
returns-processing facilities near residential growth. The Port of Tucson in the Southeast submarket showed record high demand in 
the third quarter 2021, with upwards of two million square feet in total product. Tucson’s medical and optics industries are quite 
active, along with renewable energy initiatives driving solar and battery technology companies like Lucid in Casa Grande. Marijuana 
legalization created high demand even for obsolete space for cultivation use.
Large employers are targeting Arizona as an alternative to Southern California. Local graduates are increasingly choosing to stay in 
Tucson instead relocating to other cities. Tucson was recently ranked the #1 up-and-coming tech hub and is the #1 Googled city for 
new home buyers.
PRICING:
Compressed cap rates in other cities has led to a massive amount of unsolicited offers on buildings in Tucson. With dwindling 
supply, both new and existing lease rates will increase in the near term until reaching equilibrium with the cost of new building 
construction. Sales are experiencing a similar trend, with rapidly increasing prices and a shrinking delta compared to new 
construction.
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PROPERTY SUBMARKET SELLER / BUYER SF PRICE / $ PSF

6885 East Southpoint Road* Southeast Teritom Holdings, LLC / NA 94,831 $11.25M / $118

775 West Silverlake Road - Amazon 
Distribution Center Park/Ajo Spitzer Enterprises LLC / 

FEM W Silverlake Road LLC 49,500 $18M / $364

4725-4749 South Irving Avenue Northeast SQP Development, LLC / 
Llewallen Family Trust 27,113 $1.45M / $53

3502 East 34th Street Palo Verde Palice Windom Investments / 
Bluestone & Hockley Realty Inc 20,430 $2.5M / $122

PROPERTY SUBMARKET TENANT SF TYPE
3000 East Elvira Road* Southwest/Airport Highland Valley Partners 104,674 Direct

845 East Ohio Street* Park/Ajo AB 46 Investments, LLC 70,000 Direct

3000 East Valencia Road Southwest/Airport Undisclosed 33,356 Direct

KEY SALES TRANSACTIONS Q3 2021

KEY LEASE TRANSACTIONS Q3 2021
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Downtown 4,105,386 63,905 1.6% 21,529 58,059 0 0 NA $1.50 $0.58 

Northeast 2,858,307 273,994 9.6% -4,513 -63,208 0 0 $1.13 $0.60 $0.55 

Northwest/Oro Valley 9,671,667 240,868 2.5% 29,675 148,260 0 0 $0.44 $0.69 $0.60

Palo Verde 6,667,103 124,574 1.9% 73,651 158,275 0 0 $0.70 $0.68 $0.15 

Park/Ajo 3,953,100 256,188 6.5% -26,760 -19,996 0 30,000 $0.51 $0.63 $0.62 

South/Green Valley 188,308 0 0.0% 0 0 0 0 N/A N/A N/A

Southeast 7,159,029 505,386 7.1% 0 -31,042 0 0 $0.80 $0.88 $1.00 

Southwest/Airport 9,552,793 542,982 5.7% 382,444 635,902 346,225 0 $0.47 $1.00 $0.50 

West Outlying 17,615 0 0.0% 0 0 0 0 N/A N/A N/A

TUCSON TOTALS 44,173,308 2,007,897 4.5% 476,026 886,250 346,225 30,000 $0.53 $0.88 $0.50
*Rental rates reflect weighted net asking $psf/month MF = Manufacturing OS = Office Service/Flex W/D = Warehouse/Distribution
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Warehouse / Distribution 22,775,245 647,512 2.8% 289,377 759,181 346,225 0 $0.50

Manufacturing 11,619,336 502,332 4.3% 127,167 171,866 0 0 $0.53

Office Service / Flex 9,778,727 858,053 8.8% 59,482 -44,797 0 0 $0.88

*Does not include renewals 
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Cushman & Wakefield (NYSE: CWK) is a leading global real 
estate services firm that delivers exceptional value for real estate 
occupiers and owners. Cushman & Wakefield is among the 
largest real estate services firms with approximately 50,000 
employees in 400 offices and 60 countries. In 2020, the firm had 
revenue of $7.8 billion across core services of property, facilities 
and project management, leasing, capital markets, valuation and 
other services. To learn more, visit www.cushmanwakefield.com 
or follow @CushWake on Twitter.
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