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ECONOMY

Tucson's economy continued to expand modestly in the third quarter (Q3) of 2026, though the signals were
mixed. Unemployment rose to 5.0% from 4.3% a year ago, above both the U.S. (4.2%) and Phoenix (4.4%).
This can be read as a softening labor market, or as an expanding labor force drawing more residents into the
job search. Household fundamentals were stronger. Median household income rose 4.8% to $79,200,
outpacing national growth of 3.9%, and household formation grew 0.9% to 457,000, nearly double the U.S.
rate. Incomes still trail the national median of $88,400 by about 10%. That gap is a constraint, but it also
points to relative affordability and rent headroom, which supports multifamily and value-oriented retail
demand. Moody's Analytics expects unemployment to ease toward 4.5% by Q3 2027. The main headwind
remains financing: the 10-year Treasury rose to 4.64% from 4.26% a year ago.

MARKET OVERVIEW

The Q3 2026 Tucson multifamily market continued to show signs of stabilization, with overall vacancy at
7.18% and average effective rents at $1,163 per unit, reflecting a 1.13% increase from a year ago.
Performance varied across the reported submarkets, with Southeast Tucson recording the lowest vacancy at
3.47%, followed by Oro Valley/Catalina at 3.82%. Flowing Wells posted the highest vacancy at 9.19%,
followed by Pantano/Lakeside at 8.89%. Southeast Tucson also recorded the highest average effective rent
at $1,641 per unit, while North Central Tucson remained the most affordable at $929. Despite modest overall
rent growth, most reported submarkets experienced annual rent declines, indicating that pricing pressure
remains uneven across the market. Higher borrowing costs, rising operating expenses, and competitive
leasing conditions continued to influence investment decisions, keeping buyers focused on realistic pricing,
stable occupancy, and opportunities to improve operations.

RENTS AND LEASE-UP DURATION

“The recent market has been soft across the board. We have seen specials increase to offer up to 2 months
free. In the past, it's been half off a month or 1 month free during the slower time of the year (September—
January). The specials started before the summer months and have increased as we move into the slower
months. Student traffic was lower than in the past, which created more available product for prospects to
choose from. According to recent articles, freshman class enrollment dropped about 20% last year and
another 18.5% this year. Rental adjustments have also occurred throughout Tucson due to the increased
available product and lower traffic trends. Our team has focused on timely responses for prospects, timely
market rate adjustments, curb appeal of the properties, and the interior of the units. We also continue to make
sure all current tenants are being helped with any issues they may come across as a renter to help with
retention.”

- Chris Meehan, 520-3317-2922, Fort Lowell Realty
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MARKET STATISTICS

e INVENTORY VACANCY YOY VACANCY  AVG EFFECTIVE RENT  AVG EFFECTIVE YOY % EFFECTIVE RENT
(UNITS) RATE RATE / UNIT RENT PSF GROWTH
Oro Valley/Catalina 2,782 3.82% -63.51% $1,547 $1.56 1.68%
NOFth.WGSt . 9,790 5.36% -33.50% $1,421 $1.52 2.32% SALE PRICE PER UNIT
Catalina Foothills 5,727 5.90% -17.83% $1,208 $1.58 -0.08%
Northeast 2,181 6.89% -10.52% $1,411 $1.46 -1.67% Price Per Unit
East 8,222 7.55% -11.38% $1,047 $1.40 -0.76% BT
North Central 8,256 7.70% -15.38% $929 $1.35 -4.13% $260,000
Flowing Wells 8,824 9.19% 3.81% $963 $1.54 -0.52% $220,000
Foothills 4,677 6.79% -24.38% $1,343 $1.59 -0.89%
University 4,906 8.84% -12.21% $1,431 $1.97 20.89% SR
South Central 6,693 8.01% -14.51% $961 $1.45 -1.84% $140,000
Pantano/Lakeside 5,412 8.89% 11.47% $1,022 $1.44 -1.06% $100,000 I I
South/Airport 7,113 8.37% -19.83% $1,112 $1.69 -3.30% $60.000 .
Southwest 2,479 5.64% -28.88% $1,018 $1.39 -4.23% , 2021 2022 2023 2024 2025 2026
Southeast 1,694 3.47% -72.13% $1,641 $1.54 8.04%
YIN(=} -18.04% m Price Per Unit
*Submarket Marana excluded from report due to low inventory Source: apartmentinsights.com
FINANCING
“The third quarter of 2026 reflected measured investor confidence in the Tucson multifamily market. Acquisition activity remained steady, with four
purchase financing requests averaging a 68.30% loan-to-value ratio and a 6.51% interest rate. Geopolitical tensions involving Iran and resulting
uncertainty have pushed Treasury yields and borrowing costs higher, with current multifamily financing rates generally ranging from 7.25% to 7.375%,
depending on loan structure and terms. Investor demand has become more selective, with most buyers seeking a bona fide 7.0%+ capitalization rate to
justify financing costs. While rising insurance premiums and repair and maintenance costs continue to influence underwriting and valuations, Tucson's OVERALL VACANCY & EFFECTIVE RENT
long-term fundamentals remain favorable. Population growth, in-migration from higher-cost Western markets, the University of Arizona, Davis-Monthan
Air Force Base, Raytheon, and expanding healthcare employment continue to support rental demand. Vacancy rates remain manageable by historical $1,250 14%
standards, and well-located properties with stable occupancy and efficient operations continue to attract interest. Transaction volume remains below
peak-cycle levels as buyers and sellers navigate pricing expectations; however, quality assets with strong in-place cash flow and value-add opportunities $1,100
continue to generate competitive interest.” $950
- Robert Motz, 520-202-0672, Pima Federal Credit Union s 7%
$650
OUTLOOK
$500 0%

Looking ahead, the Tucson multifamily market is expected to face continued challenges as higher borrowing costs, economic uncertainty, and softer
leasing conditions influence investment activity. Rent growth is likely to remain limited, with owners continuing to offer concessions and rent reductions to
attract residents. Declining enrollment at the University of Arizona has placed pressure on student housing, with reduced demand also contributing to mmm Effective Rent, Monthly Avg.
increased vacancy at some surrounding market-rate properties. Transaction activity is expected to remain subdued until buyer and seller expectations

adjust to current financing conditions and capitalization rate requirements. PICOR anticipates an increase in available investment opportunities over the

next 6—12 months, with inventory potentially exceeding levels observed over the past several years. Well-located properties are expected to remain more

resilient, while assets in less desirable locations may face greater leasing and pricing pressure. Although these conditions will require careful

underwriting and realistic pricing, expanding investment options may create opportunities for disciplined, long-term investors.
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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.

©2026 Cushman & Wakefield. All rights reserved. The information contained within this report is
gathered from multiple sources believed to be reliable, including reports commissioned by Cushman
& Wakefield (“CWK”). This report is for informational purposes only and may contain errors or
omissions; the report is presented without any warranty or representations as to its accuracy.

Nothing in this report should be construed as an indicator of the future performance of CWK'’s
securities. You should not purchase or sell securities—of CWK or any other company—based on the
views herein. CWK disclaims all liability for securities purchased or sold based on information herein,
and by viewing this report, you waive all claims against CWK as well as against CWK's affiliates,
officers, directors, employees, agents, advisers and representatives arising out of the accuracy,
completeness, adequacy or your use of the information herein.
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