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ECONOMY: 

Tucson’s economy remained resilient in Q2 2025. Median household income climbed 

to $74,500, up 4.5% year-over-year, supporting steady local spending. Nonfarm 

employment rebounded to 399,200 jobs, while the unemployment rate edged up to 

4.1%. Population growth continued at 0.7% year-over-year, outpacing the national 

average and fueling household formation, which reached 451,300. Despite modest 

national economic growth and persistent inflation, Tucson’s rising incomes, 

expanding households, and stable job market continue to underpin the region’s 

positive outlook.

MARKET OVERVIEW:

Tucson’s multifamily market remained relatively stable in Q2 2025, with the average 

vacancy rate decreasing slightly to 8.65% and gross rents increasing slightly to 

$1,156 per unit, a 0.17% quarterly gain. While rents showed slight improvement, 

year-over-year (YOY) performance remained soft, with average rents down -2.45% 

and property values reflecting buyer selectivity. In Q2, just one arms-length sale 

transacted over 100 units, a newly-constructed 156-unit asset which closed at 

$240,385 per unit and $251.38 per square foot. Sales in the 5–100 unit range 

demonstrated the strongest investor demand for value-add opportunities and deals 

with seller financing, which continued to draw multiple competing offers and premium 

pricing

RENTS AND LEASE-UP DURATION:

Q2 showed slight improvement, with average vacancy decreasing to 8.65% down 

from Q1 (8.81%) but still slightly above previous year. Most submarkets saw vacancy 

declines, with the lowest rates in Catalina Foothills (6.55%) and Northwest Tucson 

(6.95%), while Flowing Wells posted the highest vacancy (10.52%). Absorption 

totaled 383 units, led by Northwest Tucson, while the University submarket 

experienced the steepest drop in occupancy, most likely due to the student housing 

cycle. South Tucson/Airport recorded the largest annual rent growth (4.33% YOY). 

Concessions averaged $44 per unit, trending gradually downward from both the 

previous quarter and prior year.
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MARKET STATISTICS
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A CUSHMAN & WAKEFIELD RESEARCH PUBLICATION

Cushman & Wakefield (NYSE: CWK) is a leading global commercial real estate services firm for property 

owners and occupiers with approximately 52,000 employees in nearly 400 offices and 60 countries. In 2024, 

the firm reported revenue of $9.4 billion across its core services of lines of Services, Leasing, Capital 

markets, and Valuation and other. Built around the belied that Better never settles, the firm receives 

numerous industry and business accolades for its award-winning culture. For additional information, visit 

www.cushmanwakefield.com

TUCSON
MULTIFAMILY Q2 2025

SUBMARKET INVENTORY (UNITS)
VACANCY

 RATE
YOY VACANCY RATE AVG EFFECTIVE RENT / UNIT AVG EFFECTIVE RENT PSF

YOY % EFFECTIVE RENT 

GROWTH0

Oro Valley/Catalina 2,615 9.09% 8.80% $1,522 $1.54 -4.52%

Northwest 9,583 6.95% -13.13% $1,382 $1.48 -3.15%

Catalina Foothills 5,727 6.55% -12.55% $1,203 $1.57 -3.91%

Northeast 3,181 7.70% -4.94% $1,435 $1.48 -3.50%

East 8,222 8.91% 3.48% $1,075 $1.44 -1.92%

North Central 8,256 8.15% -5.56% $980 $1.42 -2.29%

Flowing Wells 8,920 10.52% 7.41% $974 $1.59 -3.94%

Foothills 4,477 9.85% 10.96% $1,307 $1.64 -0.91%

University 4,745 9.76% -% $1,203 $1.88 0.91%

South Central 6,602 9.75% 7.08% $995 $1.50 -5.51%

Pantano/Lakeside 5,412 9.21% 4.67% $1,039 $1.46 -3.08%

South/Airport 6,927 9.20% 17.17% $1,155 $1.75 4.33%

Southwest 2,415 7.68% 7.81% $1,084 $1.49 -1.36%

Southeast 1,577 9.10% 28.68% $1,482 $1.42 -3.33%

MARKET 77,239 8.65% 1.97% $1,156 $1.52 -2.45%

*Submarket Marana excluded from report due to low inventory             Source: apartmentinsights.com 

FINANCING:

“Purchase transactions ranged from historically stable products to value-add opportunities. Loan-to-cost has 

improved over the last quarter as sellers’ expectations have adjusted to current market conditions. Cap rates 

have widened but are holding steady, while interest rates remain volatile, tracking treasury benchmarks. Fed 

Fund rate cuts appear likely in the near future, though no formal announcements have been made by the Fed 

Chair. Currently, PFCU is pricing multifamily projects in the mid to high 6% range, depending on the 

origination fee and fixed-rate period. The average Loan-to-cost for Q2 was 65.72%, with a high of 73.33% 

and a low of 56.66%. Underwriting challenges persist, particularly with securing insurance carriers willing to 

provide reasonable coverage without excessive premiums. Despite these headwinds, Tucson’s multifamily 

fundamentals remain intact. Q2 2025 represents a snapshot in time, as the region continues to leverage the I-

10 corridor and the University of Arizona to attract employers. Forecasts reflect tightening occupancy and rent 

stabilization.”

- Robert Motz, 520-202-0672 Pima Federal Credit Union 

OUTLOOK:

Tucson’s multifamily market remained slow in the second quarter of 2025, with few closed transactions but a 

notable surge in listings—many priced with outdated expectations from 12–18 months ago. These listings 

often failed to reflect current market conditions, including softening rent growth, higher insurance and 

maintenance costs, rising cap rates, and elevated interest rates. In this environment, precise underwriting that 

accounts for today’s operational realities is essential. Location remains a key driver of demand: well-located 

assets continue to attract strong buyer interest and competitive pricing, while lesser locations struggle to gain 

traction. Despite these headwinds, our team has consistently achieved success by pricing accurately and 

closing deals—unlike many listings left stagnant by misaligned expectations. We’ve leaned into honest pricing 

strategies and tailored marketing efforts to meet today’s buyer behavior. As a result, our listings have not only 

stood out but moved efficiently from launch to close.
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