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Better never settles

ECONOMY:

Tucson’s economy entered 2026 on generally steady footing. Updated fourth quarter
2025 data, which are the latest available due to the federal government shutdown and SALE PRICE PER UNIT
the resulting delay in Q1 2026 reporting, show median household income rising year

over year to $76,700, extending a gradual upward trend and supporting local
spending. Employment held essentially flat at just over 398,000 jobs, while the $300,000
unemployment rate hovered in the mid 4 percent range based on early 2026 readings, $260.000

Price Per Unit

up from earlier in the year yet still close to the national level. Nationally, growth slowed
and unemployment reached about 4.3 percent by late 2025, reflecting a softer labor 220,000
market and more cautious consumers. Even in this environment, Tucson’s income $180,000
gains, relatively resilient job base, and ongoing household and population growth $140,000
continue to support modest, steady momentum as 2026 progresses.
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MARKET OVERVIEW: I I I . I
2026 Q1 of the Tucson ml_JI_tifamin market reflects_ more conservatlivle underwriting $60,000 2021 2022 2023 2024 2025 2026
alongside a generally positive trend for owners, with vacancy declining to 8.75%,
driven by improvements across 10 of the 15 submarkets, led by Oro Valley/Catalina, m Price Per Unit
while Southeast Tucson remained the highest at 14.24%. While rents are slightly lower
YOY (-$12), they are showing a positive trend ($12 up) compared to last quarter.
Although large-scale investment activity remains limited, with just seven arm’s-length
transactions (40+ units) recorded, mid-sized properties continue to trade steadily, and
assets offering seller financing are attracting significantly stronger demand and
achieving higher pricing. The average age of traded assets increased slightly to the OVERALL VACANCY & EFFECTIVE RENT
mid-1980s, reflecting continued investor focus on older, value-add opportunities amid
more disciplined underwriting. $1.250 14%
RENTS AND LEASE-UP DURATION: $1.100
“Our primary goals this quarter were maintaining occupancy and securing qualified ’
tenants. We have seen an increase in applicant denials alongside a rise in available $950 7%
market inventory. While Phoenix appears to have stabilized, historic trends suggest $800
Tucson will likely follow in the coming years. Currently, renovated units are sitting on

) : . : $650
the market longer as renters remain budget-conscious. Move-in promotions have
become standard to incentivize decision-making, and maintaining curb appeal and $500 0%

2021 2022 2023 2024 2025 2026

high-quality unit turns remains essential for attracting prospects. Many of my investors
are prioritizing retention and cash flow, with plans to increase rents once the market
stabilizes. We are optimistic that a busy second and third quarter will help fill
vacancies, provided we do not see a repeat of last year's 20% decrease in University
of Arizona enroliment.”

- Chris Meehan, 520-277-2727, Fort Lowell Realty & Property Management
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MARKET STATISTICS
SUBMARKET INVENTORY (UNITS) VAS:.INECY YOY VACANCY RATE AVG EFFECTIVE RENT /UNIT AVG EFFECTIVE RENT PSF  YOY % EFFECTIVE RENT GROWTH
Oro Valley/Catalina 2,615 6.12% -33.84% $1,467 $1.48 -3.10%
Northwest 9,633 7.90% 3.67% $1,368 $1.47 -0.15%
Catalina Foothills 5,727 6.27% -10.17% $1,173 $1.53 -2.25%
Northeast 2,181 6.49% -7.94% $1,411 $1.46 -2.22%
East 8,222 8.82% -3.40% $1,039 $1.39 -1.33%
North Central 8,256 9.10% 8.13% $947 $1.38 -1.76%
Flowing Wells 8,824 9.37% -7.41% $963 $1.54 -0.93%
Foothills 4,677 8.711% -14.44% $1,321 $1.56 -0.15%
University 4,906 8.96% 1.00% $1,442 $2.16 19.28%
South Central 6,693 9.83% 5.90% $956 $1.44 -4.40%
Pantano/Lakeside 5,412 9.91% -1.10% $1,030 $1.45 -3.38%
South/Airport 7,028 11.25% 17.87% $1,125 $1.71 -3.27%
Southwest 2,479 6.62% -24.26% $1,015 $1.39 -7.39%
Southeast 1,577 14.24% 44.17% $1,550 $1.51 -23.28%
MARKET
*Submarket Marana excluded from report due to low inventory Source: apartmentinsights.com
FINANCING:

“The first quarter of 2026 reflected market hesitancy as investors cautiously awaited a sustained decline in
interest rates; for the first time in nearly three years, rates dipped below 6% in late February, only to reverse
course when global events triggered a rapid flight from securities, pushing bond yields higher by
approximately 23 basis points within days. Despite this volatility, savvy investors capitalized on the brief rate
compression, resulting in Tucson-market originations with an average interest rate of 6.04% and an average
CLTV of 71.06%, excluding 1031 exchange down payments on purchase transactions. Looking ahead,
market conditions appear cautiously favorable, with global events continuing to influence sentiment on a
headline-by-headline basis but showing signs of improvement. Current multifamily pricing generally in the
low- to mid-6% range depending on origination fees and fixed-rate periods. Underwriting challenges persist,
particularly in securing insurance coverage at reasonable premiums, yet Tucson’s fundamentals remain
strong, supported by the I-10 corridor, the University of Arizona, and the $3.6 billion Project Blue data
center, all of which continue to underpin long-term multifamily demand.”

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

OUTLOOK:

As we turned the new year of 2026, the Tucson multifamily market demonstrated an increase in activity and
demand in the marketplace. The market seems to place precedent on the age of buildings, unit mix, and
location. Properties well located near recent commercial and retail growth saw ample demand in the market.
The assets positioned in less desirable areas saw a decrease in investor interest, requiring higher cap rates
for dispositions to occur. One-way owners are working to combat that is by offering seller financing to
increase demand for their assets. This flexible financing offers immediate solutions to investors without tying
them to high-interest rates or low-LTV conventional options. We continued to see leasing and rental efforts
slow as more inventory and options have become available for tenants. This is resulting in slight
concessions being offered to attract residents and offering discounted deposits as motivation. Insurance is
still causing head winds depending on the age of buildings and the number of units per building.
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Cushman & Wakefield (NYSE: CWK) is a leading global commercial real estate services firm for occupiers
and investors with approximately 53,000 employees in over 350 offices and nearly 60 countries. In 2025, the
firm reported revenue of $10.3 billion across its core service lines of Services, Leasing, Capital markets, and
Valuation and other. Built around the belief that Better never settles, the firm receives numerous industry
and business accolades for its award-winning culture. For additional information, visit
www.cushmanwakefield.com
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