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Arizona’s Economy Buffeted by 
Shifting Winds 

Shifting economic winds are buffeting the Arizona 
economy. The labor market remains very tight, with low 

unemployment, high levels of labor market churn, and a mountain 
of open jobs. Retail sales have slowed but remain surprisingly 
resilient. At the same time, income gains are more than offset by 
inflation while rising mortgage interest rates and low affordability 
have combined to generate declining home sales, prices, and 
permit activity.

The baseline (most likely) forecast for the U.S. economy now 
includes a mild downturn beginning late this year and ending 
in mid-2023. That is expected to take the wind out of Arizona’s 
sails, generating a significant slowdown in growth next year across 
all major economic indicators. Even so, the state is forecast to 
outperform the national economy. However, downside risks to 
the forecast remain a key consideration, with uncertainty created 
by the war in Ukraine and supply chain issues.

Arizona Recent Developments 

Inflation remains a key concern, with prices rising much 

faster in the Phoenix MSA than nationally. In October, U.S. 
inflation measured by the all-items Consumer Price Index for All 
Urban Consumers (CPIU) was 7.7% over the year. Prices in the 
Phoenix MSA rose even faster in October, up 12.1% over the year. 
Price increases in commodities have moderated slightly from their 
summer peak, but services inflation (which includes housing) 
continues at a very rapid pace, particularly in Phoenix. 

Skyrocketing house prices have driven inflation in Phoenix 
well above the national average. They have also pushed housing 
affordability to very low levels in the third quarter of 2022. 
According to data from the NAHB-Wells Housing Opportunity 
Index, 22.5% of homes sold in the Phoenix MSA in the third 
quarter were affordable to a family making the median income. 
That was up slightly from 22.3% in the second quarter, but well 
below the national average of 42.2% and miles below Phoenix 
affordability in the fourth quarter of 2019 (64.9%). 

Compared to February 2020, Arizona jobs were up by 95,500 
in September. During that period, the strongest job gains were in 
trade, transportation and utilities, manufacturing, education and 
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Trend Report is a trends and forecast 
publication now in its 178th edition. In this 

issue, Predictions for 2023 are made by industry 
experts on the economy, multifamily, industrial, 
residential permits and downtown development. 
With the challenges come opportunities if we step 
back and take a longer view into 2023. 

I find it striking that so many real estate 
professionals are willing and able to look beyond 
the cyclical economic headwinds and take a longer 
view. As one person told me, “We’ll look back in ten 
years, and the prices that seem astronomical today 
will seem like a bargain.”

The real estate industry is moving beyond 
what it perceives as cyclical headwinds—and taking 
a long-term view approach to real estate assets. 
The mood among most real estate professionals is 
cautious optimism. Their plan: Ride out the current 
slump and reposition their firms for another period 
of sustained growth and even stronger returns.

This “Predictions 2023” issue reconfirms 
two sometimes contradictory property market 
trends: Aspects of the industry “normalizing” while 
others appear to have permanently changed as the 
pandemic changed how and where we use some 
properties. Regardless the trends, companies must 
stay flexible and adapt quickly to market changes.

George Hammond, our Chief Economist 
at Eller College explains what Arizona, Phoenix 
and Tucson can expect from the current shifting 
economic winds.  While the unstoppable Rio Nuevo 
Chairman, Fletcher McCusker, is looking forward 
to 2023 and the tremendous re-development 
continuing throughout our downtown district.

We first asked experts for perspectives into the 
two hottest real estate markets in 2022: multifamily 
and industrial. 

The Marcus & Millichap team, Clint 
Wadlund, Hamid Panahi, Art Wadlund & 
Alex Snyder share their insights into the Tucson 
multifamily market they describe is “recalibrating.”  
Ryan Boyle with Colliers International also thinks 
the Tucson multifamily market will stabilize and set 
the stage for a healthy performance in 2023.

Gary Emerson, Partner at GRE Partners 
specialized in industrial properties says 2023 should 
be a record year for the industrial market; along with 
experts, Tim Healy & Jackson Kraft at CBRE 
Tucson who expect the trend to be a continuation of 
2022 for the industrial market.

Steve Cole, Principal, Southwest Appraisal 
Associates discusses the “what-ifs” of a recession, 
interest rates and their effect of real estate prices 
in 2023 and retells that economists have a “record 
of failure to predict recessions that is virtually 
unblemished.”

Batoun Herrington, CCIM, has recently 
founded, the Branel Real Estate Company, and has 
her eye on the opportunities and challenges for the 
Best-in-Class real estate segments. 

Getting ready for a new year also means getting 
ahead of property taxes and Jodi Bain of The Bain 
Law Firm, PLLC, brings the importance of property 
tax planning to our attention.

Tucson’s leading land broker, Will White 
of Land Advisors Organization, makes some bold  
predictions: “Expect 2022 to end with under 4,000 
SFR permits and 3,267 lot permits for 2023.”

As a special feature, we have added Point + 
Counterpoint with George Larsen, CCIM & 
Mellissa Lal, CCIM of Larsen Baker where their 
opposing viewpoints and expectations for 2023 are 
debated in a witty manner, reminding us once again 
that if you don’t like what you’re seeing, then step 
back and take a longer view.

2022 has been a wild ride…just as David 
Ollanik  of Sundt Construction prompts us to hold 
on for 2023!

To all who helped with this issue, Trend Report 
would like to extend our sincere thanks for sharing 
your valuable time and expertise. We also thank 
the Trend report team: Patti van Leer, Michael 
Rossmann, Melissa Vucijevic and Jack Paddock. 
We start work today on an incredible January issue 
that will take us through a “Review of 2022” the 
likes of which only Trend Report can do.

We also thank you our readers, for your 
continued support, as always, we appreciate your 
feedback and welcome your comments.

mailto:trendreportaz%40outlook.com?subject=
http://trendreportaz.com/
http://www.trendreportaz.com
http://trendreportaz.com


december22 | trendreportaz.com 3

COVER STORY cont.: ARIZONA’S ECONOMY BUFFETED BY 

SHIFTING WINDS                              » by George W. Hammond phd

health services, financial activities, construction, and professional 
and business services. Jobs in government and leisure and hospitality 
remained well below their February 2020 level in September.

The state’s seasonally-adjusted unemployment rate ticked up 
from 3.5% in August to 3.7% in September. That was slightly above the 
U.S. rate of 3.5%. Even so, the state’s labor market remains very tight.

Tucson has replaced 89.7% of the jobs lost during the first two 
months of the pandemic. Since February 2020, trade, transportation, 
and utilities has generated by far the most jobs, followed by 
manufacturing. In contrast, professional and business services have 
lost the most, followed by government, information, leisure and 
hospitality, construction, and education and health services.

Tight labor markets have driven strong wage gains. One key 
measure of wage/price pressures is the Employment Cost Index 
(ECI) from the U.S. Bureau of Labor Statistics. Overall compensation 
growth in the Phoenix MSA was 5.5% over the year in the third 
quarter, just above the U.S. at 5.2%. Even so, compensation growth 
was well below Phoenix inflation in the third quarter.

Arizona Outlook

The outlook for Arizona, Phoenix, and Tucson depends in part 
on national and global economic events. The baseline forecast calls 
for U.S. real GDP to increase by 1.7% in 2022 (annual average basis) 
before dropping by 0.5% in 2023. Growth rebounds to 1.3% in 2024 
and again to 2.0% in 2025. On a quarterly basis, the forecast calls 
for real GDP to decline from the fourth quarter of 2022 through the 
second quarter of 2023. The peak-to-trough decline is 1.1%, which 
would be similar to the (relatively mild) early 1990s recession.

If the U.S. economy falls into recession, it will take the wind out 
of Arizona’s sails. As the chart below shows, Arizona job growth 
decelerates from 3.8% in 2022 to 1.1% in 2023 and 1.6% in 2024. 

Slowing job gains drive the state’s unemployment rate up from 
3.5% in 2022 to 5.2% in 2023 and 5.7% in 2024.

Nominal personal income growth is forecast to decelerate from 
7.5% in 2021 to 2.6% in 2022, as federal pandemic-related income 
support ends. Income growth rebounds to a modest 4.5% in 2023 as 
wage gains decelerate with loosening labor markets.

Growth in nominal retail sales (including remote sales) 
decelerates from 19.9% in 2021 to 8.4% in 2022 and then to 1.2% 
in 2023 as negative real income growth, wealth effects (declining 

stock and real estate values), and reduced consumer confidence take 
their toll on consumers.

Population growth cycles up and down modestly in the near 
term, reflecting residual effects of the pandemic on net migration and 
natural increase (births minus deaths).

Skyrocketing mortgage rates, plummeting housing affordability, 
and slowing population growth combine to drive housing permit 
activity down from 65,334 in 2021 to 43,968 in 2024.

For more information on Arizona’s economy please visit 
azeconomy.org.

George W. Hammond directs the 
Economic and Business Research 
Center in the Eller College of 
Management. He has been a  specialist 
in econometric forecasting for more 
than two decades and the Center 
is a leader in the digital delivery of 
information on the Arizona economy. 
He can be reached at ghammond@
eller.arizona.edu.
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the Phoenix MSA was 5.5% over the year in the third quarter, just above the U.S. at 5.2%. Even so, 
compensation growth was well below Phoenix inflation in the third quarter. 

Arizona Outlook 

The outlook for Arizona, Phoenix, and Tucson depends in part on national and global economic events. 
The baseline forecast calls for U.S. real GDP to increase by 1.7% in 2022 (annual average basis) before 
dropping by 0.5% in 2023. Growth rebounds to 1.3% in 2024 and again to 2.0% in 2025. On a quarterly 
basis, the forecast calls for real GDP to decline from the fourth quarter of 2022 through the second 
quarter of 2023. The peak-to-trough decline is 1.1%, which would be similar to the (relatively mild) early 
1990s recession. 

If the U.S. economy falls into recession, it will take the wind out of Arizona’s sails. As Exhibit 1 shows, 
Arizona job growth decelerates from 3.8% in 2022 to 1.1% in 2023 and 1.6% in 2024. 

Exhibit 1: Arizona Short-Run Outlook 

 

Slowing job gains drive the state’s unemployment rate up from 3.5% in 2022 to 5.2% in 2023 and 5.7% in 
2024. 

Nominal personal income growth is forecast to decelerate from 7.5% in 2021 to 2.6% in 2022, as federal 
pandemic-related income support ends. Income growth rebounds to a modest 4.5% in 2023 as wage 
gains decelerate with loosening labor markets. 

Growth in nominal retail sales (including remote sales) decelerates from 19.9% in 2021 to 8.4% in 2022 
and then to 1.2% in 2023 as negative real income growth, wealth effects (declining stock and real estate 
values), and reduced consumer confidence take their toll on consumers. 

Population growth cycles up and down modestly in the near term, reflecting residual effects of the 
pandemic on net migration and natural increase (births minus deaths). 

Skyrocketing mortgage rates, plummeting housing affordability, and slowing population growth combine 
to drive housing permit activity down from 65,334 in 2021 to 43,968 in 2024. 

For more information on Arizona’s economy please visit: azeconomy.org 

Actual
2021 2022 2023 2024

Growth Rate
    Nonfarm Jobs 3.7 3.8 1.1 1.6
    Personal Income 7.5 2.6 4.5 6.0
    Retail Plus Remote Sales 19.9 8.4 1.2 3.9
    Population 1.5 1.4 1.5 1.2
Level
    Unempl. Rate 4.9 3.5 5.2 5.7
    Housing Permits 65,334 62,949 50,118 43,968

Forecast

Arizona Short-Run Outlook

“The outlook for Arizona, 
Phoenix, and Tucson 

depends in part on national 
and global economic events. 

The baseline forecast calls for 
U.S. real GDP to increase by 
1.7% in 2022 (annual average 

basis) before dropping 
by 0.5% in 2023. Growth 
rebounds to 1.3% in 2024 

and again to 2.0% in 2025… 
If the U.S. economy falls 

into recession, it will take the 
wind out of Arizona’s sails.”

http://trendreportaz.com
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Rio Nuevo 2023 

 
Rio Nuevo has never been busier. Downtown Tucson and the new Sunshine Mile (Broadway, Euclid to 
Country Club) are thriving post Covid. Tucson has been identified as a top post -pandemic destination 
and Rio Nuevo is inundated with developers, particularly in the hotel, multifamily and restaurant 
sectors. Rio Nuevo owns over 50 properties along The Sunshine Mile and has selected development 
partners to activate those spaces, from Zemam’s Z Street African Bazaar at the corner of Treat and 
Broadway to the expanded Welcome Diner at Euclid, new food and beverage establishments will spring 
to life along this two-mile section described as the gateway to downtown. Grant Krueger, the creative 
force behind Union Public House, Reforma and Proof will renovate the entire block at Plumer and 
Broadway and will open another signature restaurant surrounded by neighborhood friendly and local 
retail. The prolific team from Larsen Baker will also renovate the entire block known as The Solot Plaza 
and the seven bungalows Rio Nuevo picked up and moved out of the widened roadway will house The 
City of Gastronomy Collective. 

 

 

Downtown, we continue to see huge projects coming online including the Fox Theater’s $20,000,000 
expansion, acquiring all the properties adjacent to the theater along Stove Avenue. Scott Stiteler’s 
project at the Corbett will open Phase One, which includes a new restaurant, five pickle ball courts and a 
beer garden. That whole block on 6th Avenue just north of the railroad tracks will ultimately include a 
new hotel property at the northern edge of the Rio Nuevo district. 

The 300-unit apartment complex known as The Bautista will break ground on the west side of the Santa 
Cruz River and include a huge retail component. The western terminal area of The Modern Streetcar will 
continue to see multi-family and restaurant interest which, we hope, stirs the stalled out historical 

components identified as part of Tucson’s birthplace. The balance we have created between historic 
preservation and new development distinguishes Tucson from other urban areas like Phoenix and 
Portland that don’t have Tucson’s historical legacy of 19th century adobes, Native American settlements 
and a downtown that was first built out in the early 20th century. Everyone involved in the 
redevelopment of our urban core is focused on preserving the precious properties that represent 
Tucson’s earliest development while encouraging modern infill with projects like the Ac Marriot, 
Doubletree at the TCC, Hiton, The Corbett, Rendezvous, the Monier and The Flynn. 

The renovation at the Tucson Convention Center has allowed our entertainment venue to be ranked 
among the top 5 in the US. The newly historic plaza (now 50 years old) has been returned to its mid-
century splendor while we have added two new garages, 25,000 square feet of new meeting room space 
and renovated the exhibition halls and Music Hall, now called The Linda Ronstadt Music Hall. It will be 
very hard to find an open date at the renovated Tucson Convention Center. The last phase for Rio Nuevo 
there is a multi-million-dollar investment in new technology, from campus wide 5G and highspeed 
internet to over 70 new video presentations around the 30-acre campus. We will also add a new phone 
APP that will use augmented reality to show the multiple histories associated with the grounds that 
once were a Hohokam village then a barrio settlement demolished in 1965 in the name of urban 
renewal. The AR features will allow the viewer to see what was at the site of the phone through several 
different time periods, making the controversial convention center a living museum paying homage to 
the peoples that resided at that site. Rio Nuevo will also take ownership of the Sosa Carillo house to be 
certain the 19th century adobe home is preserved and continues its diverse and historical programming. 

 

 

The last vacant storefronts along Congress will be renovated and filled in 2023 with help from Rio 
Nuevo, including the old Crescent Smoke shop, Indian Trading Post and the former Hydra space. 

RIO NUEVO: LOOKING FORWARD TO 2023                                                                                                                                             

                                                                                                                                       » by Fletcher McCusker                                          

Rio Nuevo has never been busier. Downtown 
Tucson and the new Sunshine Mile (Broadway, Euclid to 

Country Club) are thriving post Covid. Tucson has been identified 
as a top post -pandemic destination and Rio Nuevo is inundated 
with developers, particularly in the hotel, multifamily and restaurant 
sectors. Rio Nuevo owns over 50 properties along The Sunshine Mile 
and has selected development partners to activate those spaces, from 
Zemam’s Z Street African Bazaar at the corner of Treat and Broadway 
to the expanded Welcome Diner at Euclid, new food and beverage 
establishments will spring to life along this two-mile section 
described as the gateway to downtown. Grant Krueger, the creative 

force behind Union Public House, Reforma and Proof will renovate 
the entire block at Plumer and Broadway and will open another 
signature restaurant surrounded by neighborhood friendly and local 
retail. The prolific team from Larsen Baker will also renovate the 
entire block known as The Solot Plaza and the seven bungalows Rio 
Nuevo picked up and moved out of the widened roadway will house 
The City of Gastronomy Collective. 

Downtown, we continue to see huge projects coming online 
including the Fox Theater’s $20,000,000 expansion, acquiring all the 
properties adjacent to the theater along Stove Avenue. Scott Stiteler’s 
project at the Corbett will open Phase One, which includes a new 
restaurant, five pickle ball courts and a beer garden. That whole block 
on 6th Avenue just north of the railroad tracks will ultimately include 
a new hotel property at the northern edge of the Rio Nuevo district.

The 300-unit apartment complex known as The Bautista will 
break ground on the west side of the Santa Cruz River and include 

The new Sunshine Mile on Broadway Boulevard, between Euclid and Country Club

“Rio Nuevo has been 
extended until 2035 and 
is enjoying an economic 
recovery following the 
darkness of the Covid 

shutdowns and will continue 
to partner with private 

sector partners to enhance 
economic development 

in our urban core.”

The renovated Tucson Convention Center

http://trendreportaz.com
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                                                                                                                                            » continued from page 4        

a huge retail component. The western terminal area of The Modern 
Streetcar will continue to see multi-family and restaurant interest 
which, we hope, stirs the stalled out historical components identified 
as part of Tucson’s birthplace. The balance we have created between 
historic preservation and new development distinguishes Tucson 
from other urban areas like Phoenix and Portland that don’t have 
Tucson’s historical legacy of 19th century adobes, Native American 
settlements and a downtown that was first built out in the early 
20th century. Everyone involved in the redevelopment of our urban 
core is focused on preserving the precious properties that represent 
Tucson’s earliest development while encouraging modern infill with 
projects like the Ac Marriot, Doubletree at the TCC, Hiton, The 
Corbett, Rendezvous, the Monier and The Flynn.

The renovation at the Tucson Convention Center has allowed 
our entertainment venue to be ranked among the top 5 in the US. 
The newly historic plaza (now 50 years old) has been returned to its 
mid-century splendor while we have added two new garages, 25,000 
square feet of new meeting room space and renovated the exhibition 
halls and Music Hall, now called The Linda Ronstadt Music Hall. 
It will be very hard to find an open date at the renovated Tucson 
Convention Center. The last phase for Rio Nuevo there is a multi-
million-dollar investment in new technology, from campus wide 5G 
and highspeed internet to over 70 new video presentations around 
the 30-acre campus. We will also add a new phone APP that will use 
augmented reality to show the multiple histories associated with the 
grounds that once were a Hohokam village then a barrio settlement 
demolished in 1965 in the name of urban renewal. The AR features 
will allow the viewer to see what was at the site of the phone through 

several different time periods, making the 
controversial convention center a living 
museum paying homage to the peoples 
that resided at that site. Rio Nuevo will 
also take ownership of the Sosa Carillo 
house to be certain the 19th century 
adobe home is preserved and continues 
its diverse and historical programming.

The last vacant storefronts along 
Congress will be renovated and filled 
in 2023 with help from Rio Nuevo, 
including the old Crescent Smoke shop, 
Indian Trading Post and the former 
Hydra space. Eventually Congress Street 
will be Tucson’s Main Street, restaurant 
after restaurant (many new in 2023) 
three theaters and concert venues, and 
several primary employers all connected 
by light rail. We expect Congress Street 
will rival Sixth Street, Austin, Colorado 
Boulevard, Pasadena, Palm Canyon 
Road, Palm Springs, Higuera Street, San 
Luis Obispo or Larimer Square in Denver 
as a destination, walkable promenade, 
but with a connecting modern streetcar 
like San Diego or Portland. 

Broadway downtown will be busy as well with a new focus for 
75 East Broadway, the lot across the street from TEP. Originally 
bid out as office, the project fell apart during the pandemic. Rio 
Nuevo and Pima County will work together to solicit new private 
sector interest other than office, given the post pandemic utilization 
of high-rise office buildings. We expect bidders will include retail, 
hotel, and apartment developers. 

The El Presidio area is being activated with a $500,000 
investment in enhancing the area public space.

Rio Nuevo has been extended until 2035 and is enjoying an 
economic recovery following the darkness of the Covid shutdowns 
and will continue to partner with private sector partners to enhance 
economic development in our urban core.

See you downtown!

Fletcher McCusker is the current Chairman of the Rio Nuevo Board.  
He is widely known as downtown 
Tucson’s greatest fan and has traveled 
extensively visiting other revitalized 
or revitalizing urban environments, 
sharing ideas with a number of 
organizations. He is credited as one 
of the private sector leaders that has 
“skin in the game” and is determined 
to celebrate a vibrant, world class 
downtown. He can be reached at 
fjmccusker@gmail.com.

The Fox Theatre (above) and a rendering of its future expansion

http://trendreportaz.com
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Occupancy + Rent Growth
As Tucson multifamily owners continue to achieve high rental 

rates and experience strong occupancy, the impacts of high inflation, 
consumer debt, and a pullback in consumer spending stemming 
from layoff concerns is having a drain on residents’ ability to continue 
paying steep rental increases. As a result, we’ve seen a slight shift in 
how aggressive owners and their respective management companies 
are operating, as competitive comps within their submarkets begin 
to offer short term concessions, more favorable renovated units at 
similar rents, or unique community amenities not offered at their 
existing community.

The leasing environment seems to be shifting to a more 
competitive one. However, the overall forward-looking occupancy 
projections for 2023, according to Yardi Matrix, remain strong at 
±95.2%, above historical averages.

As Tucson renters face renewals, they may shop around other 
communities that offer renovated units and a comprehensive 
community amenity package. Tucsonans have the flexibility in 
determining where they will reside as employment commutes are 
similar throughout Tucson, affording some residents the opportunity 
to “chase concessions” if their daily commute times are unchanged, 
or if they work from home.

Communities offering renovated units and upgraded common 
spaces may fare better under these circumstances. Additionally, as 
Covid-19 infection concerns subside, it is plausible that family and 
friends could begin to move in together to share housing costs, 
resulting in lower overall occupancy. It is likely that Tucson’s positive 
net migration and organic growth will combat this dynamic, keeping 
occupancy levels high, and in line with historical norms.

If this is the case, rent growth can continue, albeit at a much slower 
increase than in the post-pandemic period we have witnessed over 
the last ±31 months. Rent growth projections for 2023, according to 
RealPage, are at ±6.7%, while Yardi Matrix is projecting an increase of 
±2.8%, bringing average rent to ±$1,351. We would caution investors 
and management companies to focus on occupancy and resident 
retention before trying to continue achieving steep rental increases, 
as we are entering truly unknown times, and projections are likely to 
change monthly as new data emerges. 

New Development + Supply & Demand Dynamics
It is anticipated that low new supply and low new inventory 

completions will stabilize occupancies, rents, and overall investment 
sentiment. Fortunately, Tucson has enough of a development 
pipeline to offer new units to prevent an affordability crisis by 2025, 
while mitigating the effects of a supply glut. This equilibrium will 
be favorable among the investment community and should help 
the sentiment of prospective buyers even in the face of an uncertain 
macro-economic environment. 

In our ongoing and consistent conversations with developers, 
we anticipate certain construction projects will be delayed as global 
trade in commodities stalls and construction labor remains tight. We 
do not, however, anticipate that projects will completely stall.

Legacy Tucson developers who know the market dynamics 
and are well capitalized will continue to build the great product 

that they have for decades. These developers, who are keen on the 
fundamentals of Tucson’s long-term multifamily fundamentals, will 
continue to experience success in their development projects and 
will stay committed to their pipeline of projects through 2025.

This recalibration period might even offer developers new 
amenity ideas, community layouts such as build-to-rent, and/or 
different floor plan offerings to meet evolving resident preferences. 
Our Phoenix team is beginning to see this dynamic take hold in 
Maricopa County, highlighted by a recent development example 
in Tempe which is purpose-built for work-from-home residents, 
offering “Zoom-Rooms” in community spaces. It is possible that new 
trends like this could emerge in the next development cycle in Pima 
County. 

Lastly, these developers will benefit in the mid- to long-term 
by continuing to provide housing for Tucson residents, build their 
management brands if vertically integrated, and capitalize on new 
equity sources who are looking to take advantage of Tucson’s supply 
and demand imbalance by partnering with the top developers in the 
market. 

Transaction Market & Investment Opportunities*
As the market continues to recalibrate because of the Federal 

Reserve’s battle to tame down multi-decade high inflation, it is most 
likely the case that Tucson’s multifamily transaction volume will 
slow down. To how much of a degree, we can only guess based on 
historical data of similar times when the market recalibrated. 

In 2011, 2012, and 2013, important years showcasing the 
recovery from the global financial crisis, there were ±13 multifamily 
transactions per year on average, with an average total sales volume 
near ±$103 million dollars. To put that in perspective, 2022 alone 
will witness ±31 multifamily transactions, and sales volume of ±$1.2 
billion dollars. Our team brokered $790.8M of that transaction 
volume across 19 transactions, which provides us a rather large 
window to view the intricacies of the transaction environment, 
and make predictions about where it might be headed, as we had a 
front row seat to 66% of the transaction volume, and 61% of overall 
transactions. It is possible that Tucson’s transaction volume will be in 
line with the 2011–2013 period. While this would be a major shift 

2023 TUCSON MULTIFAMILY OUTLOOK                                                                 

                        » by Clint Wadlund, Hamid Panahi, Art Wadlund & Alex Snyder

“Owners who ‘leave 
no stone unturned’ 

within the operations 
of their assets and 

focus on improving the 
physical characteristics 
of their communities, 

will likely emerge 
stronger on the back 
end of the unknown.”  
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compared to 2022, it would still be a positive sign if transactions 
continue, albeit at a slower pace, as that would showcase liquidity, 
investment appeal, and continue to keep Tucson “on the map” of 
southwest and sunbelt national investors. 

It remains to be seen where new baseline capitalization rates 
will come in, until there are new transactional data points and 
interest rates begin to stabilize. Post-pandemic capitalization 
rate compression in Tucson was in-line with what was seen in 
major primary metros because of the potential to increase rents 
substantially. It is anticipated that investors will continue to seek out 
communities with below-market rents in hopes of capturing higher 
returns, even in the face of increased capital costs. 

Recent layoffs are currently concentrated in Silicon Valley’s 
Tech Sector among “Covid-boom industries” that out-hired based 
on growth projections before the Federal Reserve increased the 
cost of capital. Tucson’s job market is well-positioned to weather 
the effects of this dynamic, as Tucson’s employment is spread out 
across recession-resilient sectors such as Healthcare (±55,360 jobs), 
Manufacturing (±30,070 jobs), and Aerospace & Defense (±21,360 
jobs). Additionally, the economic conduits of UArizona, Davis-
Monthan, Raytheon, and Banner University Medical Center, should 
continue to spur hyperlocal economic production as their growth is 
less dependent on the cost of capital.

The Federal Reserve will continue increasing the cost of capital 
through interest rate increases and quantitative tightening until wage 
growth normalizes. The most wage-inflated jobs are within the tech 
sector in primary markets. Tucson’s major post-Covid employment 
expansions and new company introductions are within the following 
sectors: Healthcare, Payment Processing, Finance, Manufacturing, 
IT Manufacturing, Autonomous Freight & Trucking, Logistics, 
Medical Technology, and Biotechnology. As a result of this, and the 
latest data that we research weekly, it is unlikely that Tucson will 
have a disproportionately negative employment outcome during this 
economic recalibration.

While there are a lot of unknowns, and we seek to be a resource 
for our clients, we believe the challenges of the macroeconomic 
environment will need to be navigated by a renewed focus at the 
individual asset level. Owners who “leave no stone unturned” within 
the operations of their assets and focus on improving the physical 
characteristics of their communities, will likely emerge stronger on 
the back end of the unknown. 

NOTE:  that all data points and perspectives refer to market-rate 
multifamily communities with 80+ units 

Sources: 
• Moody’s Analytics, 2022
• RealPage, 2022
• Yardi Matrix, 2022
• Alteryx, 2022
• U.S. Census Bureau, 2022
• Institutional Property Advisors Research Services, 2022

Clint Wadlund was born and raised in Tucson, 
Arizona, where he earned his Bachelor of Science 
from the University of Arizona. Prior to joining 
Institutional Property Advisors, Clint Wadlund 
was a Senior Director at Berkadia Real Estate 
Advisors and a perennial top-tier producer.  Clint 
has brokered over 175 multifamily transactions for 
a combined sales total of more than $3.5 billion 
dollars and has been Tucson’s leader in transaction volume since 2013. 
Clint focuses on Tucson as his primary market and is also active in Phoenix, 
Albuquerque, and El Paso. He can be reached at cwadlund@ipausa.com. 

Hamid Panahi started his career with Marcus & 
Millichap in 2004 as an intern. In 2005, Hamid 
earned the firm’s Sales Achievement Award and 
Top First Year Agent award for the Arizona offices. 
In 2013, he joined the David-Gebing group with 
a focus on Multifamily assets in Tucson and the 
surrounding tertiary markets. To date, he has 
closed over $3 billion in sales.  With a thoughtful 
approach to the investment sales business that 
transcends the boundaries of a single transaction and taps into the human 
element of relationships, Hamid is a brokerage professional that evokes 
action by influence, with a low-profile approach and center of gravity that 
demands attention to clients’ objectives over self-service. Preparation for 
each assignment and Hamid’s forward-thinking ability, combined with 
evident problem-solving skills consistently produce outsized results and 
repeat business. He can be reached at hpanahi@ipausa.com.

Art Wadlund has specialized in multifamily 
Real Estate for over 30 years. Prior to joining 
Institutional Property Advisors, Art’s professional 
history includes being one of the founding Partners 
of Hendricks & Partners, which became the largest 
brokerage firm in the United States that focused 
solely on multifamily sales. In 2013, Hendricks 
& Partners was acquired by Berkadia Real 
Estate Advisors, where Art was instrumental in 
establishing the company’s investment sales platform as a Senior Managing 
Director. Art’s success is further reflected in being consistently ranked among 
the top Investment Sales Advisors during his career, #1 nationally multiple 
years at both Hendricks & Partners and Berkadia. For the past three decades, 
Art has dominated the multifamily sales market in Tucson and boasts over 
a 50% historic market share. He can be reached at awadlund@ipausa.com.

Alex Snyder joined the David-Gebing team of IPA 
in 2019 and has since been involved in multifamily 
sales totaling over $950 million dollars across 
33 transactions in Arizona. Alex specializes on 
providing advisory and transactional services to 
clients within the Tucson multifamily market in 
conjunction with Hamid Panahi, Art Wadlund, 
and Clint Wadlund. He can be reached at 
asnyder@ipausa.com.

2023 TUCSON MULTIFAMILY OUTLOOK                                                                   
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2023 should be a record year for the industrial market in terms of absorption of industrial space. There 
may be some minimal lag time between completion of construction and occupancy that would result in 
an increase of the vacancy rate in 2023 to a still very low 4.1%.  

 

 

Gary is a graduate of Arizona State University, and has brokered industrial buildings and investment 
properties in Southern Arizona since 1984. He was one of the top producers at CB Richard Ellis, Grubb & 
Ellis and Bourn Partners before forming GRE Partners, LLC, in 2010. Gary has negotiated many complex 
multi-million-dollar transactions for national and international corporations. These transactions included 
large leases, existing building and development deals. He and his wife, Laury, enjoy the authentic Tucson 
lifestyle on their eastside horse property. Gary is on the Advisory Board of Big Brothers Big Sisters and is 
one of the top Masters competitive swimmers in Arizona. 

AVAILABLE FOR LEASE 2Q 2023
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exterior LED lighting with 1 foot 

candle min. average light intensity

louvers or clerestories as needed

prefinished gutters and downspouts

with downspout guards

load bearing, non-insulated tilt-up

concrete panels with decorative reveals

and textured paint

prefinished 9’-0” x 10’-0” insulated overhead

doors with view panels, and dock equipment

and 12’0” x 14’-0” drive-in doors 

metal grate stairs and railings

concrete truck apron

54’-0” x 50’ x 0” typical structural bay 

spacing

32’ -0” clear height at joists beyond speed bay

ESFR fire sprinkler system

metal deck shop primed white

high bay LED lighting with 30 foot candle min.

average light intensity

fire extinguishers surface mounted within 

75’-0” travel distance

7” concrete slab over compacted base

54’-0” x 60’-0” speed bay structural spacing

45 mil TPO roof with R-38 insulation

storefront glazing and entrances

2023 SHOULD BE A RECORD YEAR FOR TUCSON 

INDUSTRIAL                                                                                                             » by Gary Emerson

What a difference a year makes! Industrial 
developers are finally building large high cube industrial projects 

in Tucson to partially meet pent up demand. 
Kansas City based Flint Development plans to build 806,600 SF 

of spec buildings at the southwest corner of Alvernon Way and Valencia 
Road and an additional approx. 950,000 SF at I-10 and Tangerine Road.

Lincoln Property Group is planning to build 1,000,000 SF at the 
southeast corner of Los Reales Road and Alvernon Way.

These projects along with other planned speculative high cube 
industrial projects for 2023 and 2024 total over 3,000,000 SF. 

Absorption of large bay logistics space in 2021 was over 1,000,000 
SF according to the Costar 2021 Industrial Market Report. Absorption 
is projected to be only about 500,000 SF by year end 2022 due largely to 
lack of available supply.   

The current vacancy rate in Tucson is a record low 3.6% according 
to Costar. This means that, for much of 2022, there have not been 
options for large companies looking at Tucson for spaces 50-200,000 
SF. The new industrial developers have essentially ridden to the rescue. 
The value to Tucson’s economy by having these new options is immense 
in terms of construction jobs, jobs created by new tenants, home sales, 
retail sales and resulting tax dollars.

Sun Corridor indicates they are working on approximately 
7,000,000 SF of requirements interested in Tucson. The number is 
actually greater since some of the requirements are not clearly defined. 
While Tucson may be competing for these requirements with other 
markets it is the highest amount of activity Sun Corridor has experienced 
in terms of number and size of requirements according to Daniela 
Gallagher, Sun Corridor’s Economic Development Coordinator.

Large parcels of industrial land continue to be acquired at a record 
pace and should position Tucson to compete for requirements that have, 
by default, been lost to other markets.

One of the largest available parcels is Vail Crossings which is a 397-
acre industrial/residential project with over a mile of frontage along I-10 
between Colossal Cave Road and State Route 83. It is under contract 
with an investor/developer. The acquisition of this site will provide the 
opportunity to accommodate any industrial land requirement of up to 
150 acres in the rapidly growing Vail area. An industrial parcel this size 
along I-10 is rare in Tucson, or Phoenix for that matter, and provides yet 
another reason for large companies to look at Tucson.

I project that at least 1,500,000 SF of the 3,000,000 SF of planned 
buildings will be completed in 2023. Demand for this new vacant 
space will be strong for the following reasons: 1) California companies 
continue to be chased out of that state by lease rates significantly higher 
than Tucson 2) Tucson has an affordable cost of living and mild sunny 
weather 3) The University of Arizona and Pima Community College 
provide employers with a large labor pool and 4) an increasing number 
of large relocations and expansions from companies like Caterpillar, 
HomeGoods, Amazon, Raytheon, Target and Geico have given Tucson 
increased exposure.

2023 should be a record year for the industrial market in terms of 
absorption of industrial space. There may be some minimal lag time 
between completion of construction and occupancy that would result in 
an increase of the vacancy rate in 2023 to a still very low 4.1%. 

 
Gary Emerson is a graduate of Arizona State University, and has 
brokered industrial buildings and investment properties in Southern 
Arizona since 1984. He was one of the top producers at CB Richard 
Ellis, Grubb & Ellis and Bourn Partners before forming GRE Partners, 
LLC, in 2010. Gary has negotiated many complex multi-million-
dollar transactions for national and 
international corporations. These 
transactions included large leases, 
existing building and development 
deals. He and his wife, Laury, enjoy 
the authentic Tucson lifestyle on 
their eastside horse property. Gary 
is on the Advisory Board of Big 
Brothers Big Sisters and is one of the 
top Masters competitive swimmers 
in Arizona. He can be reached at 
GEmerson@GREPartners.com.

I-10 International

Tucson Commerce Center
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New Record Price: Sol y Luna Student Housing Sells for $203 Million

Built in 2013 and 2014, Sol y Luna has 340 units and 7,640 SF of retail space, located at 1031 N Tyndall and 
1020 N Tyndall Avenue, Sol y Luna is immediately adjacent to the University of Arizona campus. The towers, 
one 13-stories and the second 15-stories. The total residential area of the property is 344,760 square feet and 
a unit mix range from studios to 5-bedroom apartments with 75% of the units having bed-bath parity. These 
towers near the UArizona commanded one of the highest prices ever for a student housing asset.  With 972-
beds, amenities include high-end finishes such as quartz countertops, stainless steel appliances and wood-plank 
flooring. They also have in-suite washers and dryers and private balconies. Community amenities include a 
fitness center, clubhouse, yoga and dance studio, steam room, rooftop pool, fire pit and grills and computer 
lounge with Wi-Fi and 24/7 cloud printing.  The buyer said in a prepared statement the company plans to make 
more than $7 million in property improvements at Sol y Luna.  When the seller, Nelson Partners acquired Sol 
y Luna from GMH Capital Partners in early 2020 it was for $195 million and was the largest deal closed in the 
Tucson metro and the fourth largest multifamily transaction in the first part of 2020 in U.S. Western metro 
markets. 10/25/2022

Buyer:  Vesper SYL Ivy, LLC et al, an affiliate of Vesper Holdings, LLC c/o Isaac Sitt, CEO; Colliers 
International (Phoenix) Brad Cooke, Cindy Cooke, Matt Roach and Chris Roach

Seller:  NP Sol y Luna DST, and affiliate of Naelson Partners Student Housing (Allso Viejo, CA) c/o 
Patrick Nelson, CEO; TSB Realty (Paoli,PA) Timothy Bradley

Sale: 

$203,000,000 
$597,000/unit 
$209,000/bed

Size:

340 units 
972 beds

Sierra Vista & La Mirada Apartments: 459 Units Sell for $65.15 Million

San Diego-based Tower 16 Capital Partners, sold a pair of multifamily assets in Tucson, Arizona, for 
$65,150,000 to Hanapat Management & Greenforest Tucson. The 459-unit two-pack was assembled by Tower 
16 over the last 24 months with the company instituting a heavy repositioning effort to all the assets. The 
properties consist of Sierra Vista and La Mirada Apartments. Both assets had received significant renovations 
including the leasing offices, outdoor amenity areas and interior unit renovations on 40 percent of units. Tower 
16 purchased the properties for $36 million and spent $4.9 million on improvements during the approximate 
two years they were owned. The new buyer plans to continue the renovation efforts to further improve the 
appeal and performance of the assets. Sierra Vista consists of 258 apartment units at 3535 N. 1st Avenue and 
has two pools, a new clubhouse, leasing office and gym.  La Mirada consists of 201 apartment units at 4415 E. 
Grant Rd. La Mirada has two pools, a new clubhouse with a fitness center, and a new outdoor amenity area. 
Sierra Vista sold 11/25/2020 for $18.1 million and La Mirada last sold 3/5/2021 for $18 million. 10/19/2022

Buyer:  Tower 16 Capital affiliates T16 La Mirada Owner and Drake T16 Sierra Owner (Encinitas, CA) 
c/o Mike Farley, Manager; Marcus & Millichap IPA (Tucson), Art Wadlund, Clint Wadlund and 

Hamid Panahi.

Seller:  Hanapat Management & Greenforest Tucson affiliates: Villas Las Cerezas, LLC, and Villas Los 
Duraznos LLC (Tucson) c/o Genero Diaz Lozano.

 

Sale: 

$65,150,000 
$141,939/unit

Size:

258 units & 
201 units 

New Roche Manufacturing Facility Sold for $19 Million

The 60,437 SF facility at 9821 W Tangerine Road in Marana was developed as a build-to-suit project on 4.6 acres 
within Tangerine Commerce Park at Tangerine Road and I-10 in Marana. Located directly adjacent to Roche’s 
existing logistics and distribution facility of similar size the new building will house instrument and service 
production for the company. Approximately 150 employees are to staff this new facility. The building was sold 
in shell condition for $19,000,000 ($314/sf) with a 10-year lease to Roche in place.  Tangerine Commerce Park 
is positioned within the core of the rapidly developing Tangerine commercial corridor, a major growth area of 
Marana with quick access to I-10, Tucson, and Phoenix. Tangerine Commerce Park is owned and developed 
by an affiliate of Cottonwood Properties. The Roche Group is a Swiss multinational healthcare company that 
operates worldwide under two divisions: Pharmaceuticals and Diagnostics. Roche is the largest pharmaceutical 
company in the world, and the leading provider of cancer treatments globally. Roche impacts more than 27 
million patients around the world annually. Roche Molecular Systems is a subsidiary of the Roche Group. It 
is a Pleasanton, CA based molecular diagnostics company that develops and commercializes diagnostic and 
blood screening tests based on polymerase chain reaction technologies. The Roche Group reported 2020 
annual revenues of $58.3 billion, and $13.8 billion of this is reported to be from the Diagnostics division. Within 
the Diagnostics division, molecular diagnostics reported annual revenues of $3.8 billion with Roche Molecular 
Systems reporting annual revenues in excess of $400 million. 10/25/2022

Buyer:  Norman Marana AZ LLC (Poway, CA) c/I Don Roger Norman; Trident Ventures (Boston, MA) 
Mike Garrido

Seller:  VM Building Two Corporation, an affiliate of Cottonwood Properties (Tucson) c/o David Mehl; 
Marcus & Millichap (Phoenix) Mark Ruble and Christopher Lind

Sale: 

$19,000,000 
$314/SF

Size:

60,437 SF
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The Zone Built to Rent: 26 Units/112 Beds Sells for $13.8 Million

The Zone, a 26-unit /112 Bed student housing property located in Tucson sold for $13,800,000 ($531,000 
per unit / $123,000 per bed). Located at 1330 East Drachman Street in Tucson, Arizona. The property 
consists of six 2-story buildings, 2 car garages, pool, balconies, washer/dryer in each unit, gated community, 
furnished. The Zone is a build-to-rent property characterized by its unique architectural design and 
distinctive, condominium-quality finishes. Property last sol in February 2018 for $1.9 million.  10/28/2022

Buyer:  Texas Capital Partners affiliate, Tucson RevX LLC, and RevX-Tucson2 LLC (Durango, CO) c/o 
Kuzi Mutsiwegota, Partner

Seller:  Ohio Note Investors LLC, an affiliate of BRAD Management (Los Angeles, CA) c/o Jerry Wise, 
Chairman; Marcus & Millichap (IPA) Tucson, Clint Wadlund, Hamid Panahi and  Art Wadlund

Sale: 

$13,800,000  
$531,000/unit  
$123, 215/bed

Size:

26 units

Dakota Canyon Apartments: 80 Units Sold for $9.5 Million

Bela Flor Communities has assembled 455 acres for a new master planned community, called Mandarina in 
Marana with the purchase of 113 additional acres for $4.25 million.  Mandarina Phase I is a proposed mixed-
use development on 342 acres at Tangerine Road and the I-10/Union Pacific Railroad (UPR) Corridor. The 
project is proposed to include up to 2,500 residential units (single family detached, single family attached 
and multi-family) and commercial units including retail, hotels and more. The Mandarina Specific Plan was 
approved in 2009.  There were approximately 1,500 SFR lots, out of the total 2,500, already committed to or 
in escrow within Mandarina Phase I. The latest 113 acres is Phase II. 10/19/2022

Buyer:   Icon on Pima, LLC an affiliate of Break of Day Capital (Manhattan Beach, CA) c/o Gary Lipsky, 
President

Seller:   Dakota Crossing, LLC (Beverly Hills, CA) c/o Shalon Babay, Manager; Marcus & Millichap - IPA 
(Tucson), Clint Wadlund, Hamid Panahi and Art Wadlund

Sale: 

$9,500,000 
$119,000/unit 

Size:

80 units 

Best Western Green Valley Inn: 105 Rooms Sells for $9.25 Million

Best Western Hotel at 111 S La Canada Dr in Green Valley is a 2-story building with an on-site restaurant, hot 
tub, pool, business center, universal gym, meeting rooms. Property has 105 rooms, with two of these as suites 
and two of the other rooms are ADA compliant. All the rooms have grab bars in bathrooms. Buyer purchased 
to keep the brand and do renovations. Property last sold in November 2001 for $4.65 million. 10/26/2022

Buyer:   Parvina Investments, LLC (Bozeman, MT) c/o Suhrobdion Mahmudov, Manager

Seller:   UMA Green Valley Ventures, LLC (Detroit, MI) c/o Avadhesh Agarwal, Member

 

Sale: 

$9,250,000 
$88,095/room 

Size:

105 rooms

Best Western Tucson Int’l Airport: 167 Rooms Sold for $8.4 Million

The Best Western Tucson International Airport Hotel & Suites at 6801 S Tucson Blvd. in Tucson sold for $8.4 
million ($50,299 per room). The 167-room hotel is 96,423 square feet in two-stories on 5 acres, constructed 
in 1986 with four buildings, and amenities that include a pool/spa, fitness center, restaurant, conference room, 
business center, and snack bar deli. Buyer plans to do renovations to property and keep the Best Western brand. 
Property last sold in December 2011 for $4.5 million. 10/5/2022.

Buyer:  APAAR, LLC (Clackamas, OR) c/o Mohkan S Bath, Member

Seller:   HSL Properties affiliate HSL Airport Hotel, LLC (Tucson, AZ) c/o Omar Mireles; Pro Hospitality 
Group, c/o PHG Properties, Ryan Wall

Sale: 

$8,400,000 
$50,299/room

Size:

167 rooms

Romero Trailer Estates Mobile Home Park: 112 Spaces Sells for $6.5 Million

Romero Trail Estates Mobile Home Park is a 112-space mobile home community at 3000 N Romero Road 
in Tucson that sold. Amenities include a pool and clubhouse.  Buyer and seller were both self-represented. 
Property last sold in February 2019 for $2.6 million. 10/31/2022

Buyer:  Romero MHC, LLC, an affiliate of Comfort Communities (El Cajon, CA) c/o Blake Comfort, 
Manager

Seller:  Romero Estate 1, LLC an affiliate of Anderson Rental Properties (Fountain Hills, AZ) c/o Brian 
Anderson, Manager. 

Sale: 

$6,500,000 
$58,036/space

Size:

112 Spaces
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PAD Zoned Acreage: La Estancia MPC Sold for $6.25 Million

+/-50 acres of mixed-use commercial land in the La Estancia MPC sold. The parcels are located at the 
entrance of the master-planned community, at the SWC of Kolb Road and Camino Boleadoras. The buyer, 
Brown Worden Properties is the largest family-owned, woman led owner of self-storage in the Tucson metro 
market under the A Family Storage brand. The company is also involved in several mixed-use commercial, 
industrial, and multi-family developments in multiple markets. The land will be held for investment and 
developed over time. 10/19/2022

Buyer:  WAA Investment Holdings, LLC (Tucson) and affiliate of Brown Worden Properties c/o April 
Worden, CEO; Land Advisors Organization (Tucson) Will White and John Carroll

Seller:   SBH La Estancia LP an affiliate of Sunbelt Holdings, (Scottsdale, AZ) c/o Sean Walters, President/
COO; Land Advisors Organization (Tucson) Will White and John Carroll

Sale: 

$6,250,000 
$125,000/acre 

Size:

50 acres

Industrial Buildings: Destech Saleleasback for $6.1 Million

2 Buildings - 1 @ 53400sf, 1 @ 2070sf (office), 11 roll up dock high doors, 16 ft ceiling heights, covered 
parking, fenced, and gated lot at 401 E Irvington Road in Tucson was marketed at $6 million and sold for 
$6.1 million. The 55,470 square feet of industrial space was sold to be leased back to seller, dba Arizona Sash 
& Door, with a long-term agreement. Property last sold in August 2010 for $2 million.  10/3/2022

Buyer:  Irvington Road Properties, LLC, and affiliate of Starpointe Properties (Beverly Hills, CA) c/o Paul 
Daneshrad, Manager

Seller:  Davidson/Rohrbacker Investments, LLC (Tucson, AZ) c/o Bruce Davidson, manager; Cushman & 
Wakefield | PICOR, Stephen Cohen 

Sale: 

$6,100,000 
$110/SF

Size:

53,400 SF

MODERNE at Gladden Farms Phase II: 182 SFR (Build-to-Rent) Lots Sold for $4.35 Million

MODERNE Communities recently closed on its purchase of 14-acres from Gladden Phase II, LLC. The parcel 
is situated within the Gladden master planned community in Marana, where MODERNE Communities 
will develop a build-to-rent community - MODERNE at Gladden Farms. Construction is targeted to begin 
on the gated community of 182 single-family homes for rent in 2023. Lots were pre-platted for approval. The 
community will include a mix of one-, two-, and three-bedroom homes ranging from approximately 839- to 
1,565-square feet. The gated community will include twenty-four-hour security, pocket parks, a community 
fitness center, clubhouse, resort-style pool, barbecue areas and electric car charging stations. 10/6/2022

Buyer:  MODERNE Communities (Scottsdale, AZ) c/o Randall Bury, Manager; Land Advisors 
Organization (Tucson), Will White and John Carroll 

Seller:  Gladden Phase II, LLC, and affiliate of Petrus Partners (New York, NY) c/o Dean Wingert, Vice-
President; Land Advisors Organization (Tucson), Will White and John Carroll

Sale: 

$4,351,208 
$23,900/pre-
platted lot

Size:

182 pre-
platted lots

Goodwill Industries Retail Building Sells for $4.23 Million in Net Leased Sale

Property leased to Goodwill Industries at 8358 E Broadway Blvd sold with a gross building area of 16,960 SF 
plus 365 SF in close dock and a land area of 68,968 SF. Built in 1973 and extensively renovated in 2015, site 
improvements include asphalt paved parking lot with exterior and parking lot lighting, concrete sidewalks, 
and the property is ADA compliant. New HVAC units for the entire building was part of the extensive 
renovation in 2015. Property sold with 3 years remaining of a 10-year lease to Goodwill.  Property last sold in 
November 2013 for $875,000 and was renovated for Goodwill Industries by seller. 10/5/2022

Buyer:  US Stable-P1 8358 East Broadway Blvd, LLC, and affiliate of Stablewood Properties 
(Houston, TX) c/o Glenn Lowenstein

Seller:   WG 2, LLC and affiliate of Whirlygig Properties (Tucson, AZ) c/o Lynn Taylor, manager.

Sale: 

$4,226,500    
$249/SF

Size:

16,960 SF 
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The Pointe Apartments: 25 Units Sold for $3.875 Million

The Point Apartments at 2152 N Country Club Rd is six buildings, with a unit mix of (24) two-bedrooms and 
(1) three-bedroom units / 1 bath. Amenities include laundry facilities, fenced yards, and a fenced lot. Property 
had just been fully renovated when it sold and only 5 of the 25 units were occupied. Buyer plans to improve 
operations and increase rents. Property sold in an off-market transaction.  Seller purchased the property in 
January 2021 for $1.6 million. 10/14/2022

Buyer:   2152 Country Club an affiliate of Prime Capital Investments (Whittier, CA) c/o Danny Flores, 
CEO; Cushman & Wakefield | PICOR (Tucson) Allan Mendelsberg and C. Joey Martinez

Seller:  Pointe Apartments, LLC an affiliate of AndMark Investment Fund (Los Angeles, CA) c/o Mark 
Mosch, Manager; Cushman & Wakefield | PICOR (Tucson) Allan Mendelsberg and C. Joey Martinez

Sale: 

$3,875,000 
$155,000/unit

Size:

25 Units

Multi-Tenant Industrial Buildings Investment Trades for $2.75 Million

A multi-tenant industrial property at 1101-1131 E Palmdale St. in Tucson has two buildings, both 10,010 
SF each, a fenced and gated yard, and 18 ft ceiling heights. There were 3 tenants reported at time of sale with 
a short time remaining on their 10-year leases. Spaces were 5,000 / 5,0000 / 10,0000 SF. Property was fully 
leased at time of sale and sold for investment. This was buyer’s upleg in a 1031 exchange. Property last sold in 
August 2004 for $1.1 million. 10/11/2022

Buyer:   Cypress Green Garden, LLC (Tucson, AZ) c/o Susan Ong, manager; Andros Properties (Tucson) 
Gary Andros

Seller:  Palmdale 1035 LLC (Tucson, AZ) c/o John Ochoa, manager; Alpha Commercial Real Estate 
Service, Pat Welchert

Sale: 

$2,750,000 
$137/SF

Size:

20,020 SF

Black Rock Coffee Bar: Net Leased Sale for $2.6 Million

Black Rock Coffee with Drive-thru at 6393 E Grant Rd in Tucson sold with a new 15-year lease with (3) 
5-year options at 10% increases.  Seller bought the land in June 2021 for $800,000 to construct the built-to-
suit for Black Rock Coffee. 10/14/2022

Buyer:   International Church of the Foursquare Gospel (Los Angeles, CA)

Seller:   Geyer-Yunkherr, LLC an affiliate of Black Rock Coffee (Gresham, OR) c/o Clay Geyer and Eddy  
Yunkher, Members; VOLK Company, Jeramy Price

 

Sale: 

$2,597,000 
$1,300/SF

Size:

1,997 SF 

SonderCare Behavioral Health Building Sold for $2.2 Million

SonderCare Behavioral Health was a tenant prior to purchasing 6390 E Broadway Blvd in Tucson. The two-
story office building with 80 parking spaces, previously had 3 tenants, that were taken over by SonderCare as 
the spaces became available and occupied 100% of the building at time of sale. 10/26/2022

Buyer:  6390 Broadway, LLC, and affiliate of SnderCare Behavioral Health (Tucson, AZ) c/o Susanna 
Rodriguez, manager; Long Realty (Tucson), Rob Lamb

Seller:    6390, LLC an affiliate of L St. Louis, LLC (Oro Valley, AZ); Vast Commercial Real Estate  Solutions 
(Tucson), Jon O’Shea

Sale: 

$2,200,000 
$101/SF

Size:

21,820 SF

State Trust Land Takedown at Bella Tierra Phase II for $1.82 Million

KB Home Tucson was the successful bidder for the purchase of 210 acres of State Trust Land at an Arizona 
State Land Trust auction, back in August 2021 for $10.625 million ($50,595 per acre)  at Irvington and 
Camino Seci. The bid was for appraised value, the lowest amount the property is legally allowed to be sold. 
The first takedown of block 1 was for +/- 50 acres and 227 SFR lots, a mixture of 40’ and 50’ x 120’ lots at Bella 
Tierra Community that sold for $2,529,750 ($11,144 per lot). The second of three maximum takedowns was 
exercised recently by KB Home for an additional 36 acres, of the remaining 160 acres. This transaction will be 
the second phase of Bella Tierra Community at Irvington and Camino Seci and bring an additional 105 lots 
for development. The Tentative Plat and all improvement plans were approved prior to the closing, and Final 
Plat is expected to be approved by Tucson’s City Council soon. 10/1/2022.  

Buyer:   KB Home Tucson c/o Andrew Gasparro, Director of Land Acquisition

Seller:   Arizona State Trust–Land Department c/o Ms. Lisa Atkins, Arizona State Land Commissioner

Sale: 

$1,821,420  
$50,595/acre 
 $17,346 lot

Size:

36 acres/ 
105 lots

All sales information obtained from RED Comps, a division of Real Estate Daily News. Subscribe here!

http://trendreportaz.com
https://realestatedaily-news.com/subscription/
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Year Month Sold Volume # Sales Industrial Retail MF Office Ind Land Res Land

Comm 

Land Hotel

October 397,136,470$          59 6 11 10 11 2 8 8 2 1

September 243,849,569$          69 10 16 13 9 6 6 6 1 2

August 129,692,906$          55 8 11 5 16 3 5 5 0 2

July 456,703,006$          82 7 18 12 15 5 8 12 2 3

June 314,657,636$          88 9 23 13 16 5 6 8 3 5

May 155,071,853$          55 10 9 5 8 5 7 7 1 3

April 403,999,910$          88 10 14 17 20 8 7 7 1 4

March 329,918,429$          68 3 14 17 12 1 12 5 1 3

February 187,906,381$          65 5 15 15 6 3 10 9 1 1

January 143,463,941$          64 5 19 8 10 4 10 5 0 3

December 1,002,530,591$       130 8 18 37 13 8 16 18 4 8

November 369,886,452$          77 4 22 12 11 5 13 4 3 3

October 539,971,905$          100 24 25 10 18 2 9 7 2 3

1 mo. change 63% -14% -40% -31% -23% 22% -67% 33% 33% 100% -50%

1 yr. change -26% -41% -75% -56% 0% -39% 0% -11% 14% 0% -67%

2022 Jan-Oct 693 73 150 112 122 44 79 71 12 27

2021 Jan-Oct 885 97 176 163 133 30 140 77 11 58

 Change in Volume Y-O-Y -192 -24 -26 -51 -11 14 -61 -6 1 -31

Percentage Change Y-O-Y -21.69% -24.74% -14.77% -31.29% -8.27% 50% -43.57% -7.79% 11% -53%
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source: Tucson Association of 

Realtors

Year Month

New 

Listings

Pending 

Sales

Closed 

Sales

Avg. 

DOM

Median Sales 

Price

Average 

Sales Price

Housing 

Affordability 

Index

Inventory of 

Homes for 

Sale

Months 

Supply

October 2,163 1,743 1,559 18 $320,000 $372,436 121 2,536 1.5

November 1,335 1,543 1,385 20 $330,000 $395,299 119 1,574 1.1

December 1,185 1,322 1,429 24 $338,000 $401,958 116 1,364 0.9

January 1,433 1,687 1,123 24 $334,500 $395,783 117 1,103 0.7

February 1,392 1,574 1,243 24 $343,900 $411,840 114 989 0.7

March 1,615 1,688 1,517 21 $349,900 $432,842 112 964 0.7

April 1,732 1,653 1,428 16 $364,995 $432,936 83 1,118 0.8

May 2,002 1,800 1,838 17 $359,900 $429,029 84 1,702 1.0

June 1,833 1,312 1,310 14 $370,000 $445,524 81 1,792 1.3

July 1,738 1,210 1,119 18 $370,000 $433,059 81 2,249 1.6

August 1,612 1,293 1,126 21 $356,000 $420,997 85 2,360 1.7

September 1,455 1,028 1,064 28 $356,750 $414,323 84 2,610 2.0

October 1,564 1,058 1,063 30 $345,000 $401,089 78 3,544 2.3

1 mo. change 7.5% 2.9% -0.1% 7.1% -3.3% -3.2% -7.1% 35.8% 15.0%

1 yr. change -27.7% -39.3% -31.8% 66.7% 7.8% 7.7% -35.5% 39.7% 53.3%

     
  

      
    

     

Pima County Existing Sales Activity All Residential Property Types

2022

2021

Year Month

Active 

Listings Units Rented

Months 

Supply Average Rent Avg. DOM

October 415 155 2.7 $1,610 26

November 380 180 2.1 $1,610 20

December 355 135 2.6 $1,622 21

January 359 124 2.9 $1,774 29

February 359 144 2.5 $1,655 26

March 392 146 2.7 $1,731 23

April 371 168 2.2 $1,748 24

May 438 162 2.7 $1,780 25

June 509 200 2.5 $1,706 23

July 567 226 2.5 $1,779 30

August 532 277 1.9 $1,819 27

September 574 231 2.5 $1,912 41

October 657 210 3.1 $1,766 31

1 mo. change 14.5% -9.1% 25.9% -7.6% -24.4%

1 yr. change 58.3% 35.5% 16.9% 9.7% 19.2%

     
  

      
    

     

Pima County Rental Activity All Property Types

2021

2022
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Year Month

Inventory of 

Homes for 

Sale

Pending 

Sales

Closed 

Sales

Months' 

Supply Median Sales Price Average Sales Price

Avg. 

DOM

Avg. 

CDOM

October 107 30 3.6 $1,300,000 $1,511,982 44 55

November 100 39 2.6 $1,350,000 $1,600,922 34 36

December 110 38 2.9 $1,237,500 $1,486,367 42 91

January 125 37 34 3.7 $1,285,000 $1,464,032 26 50

February 115 40 34 3.4 $1,375,000 $1,635,487 88 106

March 110 35 62 1.8 $1,312,500 $1,507,418 20 29

April 136 20 46 3.0 $1,349,048 $1,489,016 35 55

May 156 35 42 3.7 $1,337,500 $1,646,864 43 52

June 165 14 52 3.2 $1,295,000 $1,484,490 14 15

July 174 12 35 5.0 $1,275,500 $1,468,058 23 25

August 177 25 42 4.2 $1,390,000 $1,511,085 78 99

September 190 26 24 7.9 $1,387,500 $1,505,064 35 70

October 211 13 27 7.8 $1,250,000 $1,518,468 50 64

1 mo. change 11.1% -50.0% 12.5% -1.3% -9.9% 0.9% 42.9% -8.6%

1 yr. change 97.2% -10.0% 117.0% -3.8% 0.4% 13.6% 16.4%

     
  

      
    

     

Pima County Luxury Sales Activity

2021

2022

Source: TARMLS $1M+ Sales

Source: TARMLS All Property Types

https://www.tucsonrealtors.org/mlssaz-statistics/
https://www.tucsonrealtors.org/mlssaz-statistics/
http://trendreportaz.com
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- 31.8%
Change in 

Closed Sales 

All Properties

+ 7.8%
Change in 

Median Sales Price 

All Properties

+ 39.7%
Change in 

Homes for Sale

All Properties

+ 29.3%
One-Year Change in 

Rented Units 

All Properties

+ 57.4%
One-Year Change in 

Active Listings 

All Properties

+ 9.5%
One-Year Change in 

Avg Rental Cost

All Properties

Existing home sales declined nationwide for the eighth consecutive month, falling 1.5% as of 
last measure, according to the National Association of REALTORS® (NAR), with sales down nearly 
24% from the same period last year. Pending home sales also declined, dropping 10.9% month-to-
month, exceeding economists’ expectations. Stubbornly high inflation and soaring borrowing costs 
have eroded buyer purchasing power and have caused the market to cool rapidly this year.

New Listings decreased 28.9 percent for Single Family and 19.7 percent for Townhouse/
Condo. Pending Sales decreased 39.4 percent for Single Family and 38.8 percent for Townhouse/
Condo. Inventory increased 36.9 percent for Single Family and 67.4 percent for Townhouse/Condo.

Median Sales Price increased 8.6 percent to $365,000 for Single Family and 16.2 percent to 
$249,900 for Townhouse/Condo. Days on Market increased 63.2 percent for Single Family and 
60.0 percent for Townhouse/Condo. Months’ Supply of Inventory increased 50.0 percent for Single 
Family and 88.9 percent for Townhouse/Condo.

The US housing market is undergoing a major shift, and affordability continues to be an obstacle 
for buyers and sellers. Mortgage rates have doubled since March, and home prices remain elevated 
due to a limited supply of homes, although price gains are slowing at a quickening pace. As a result, 
many homeowners are waiting until market conditions improve to sell their home, while other sellers 
are increasingly cutting prices and offering concessions to attract a greater number of buyers.

This report covers residential real estate activity in the Multiple Listing Service of Southern Arizona. Percent changes are 

calculated using rounded figures.

Monthly Rental Indicators

Rented Units increased 29.3 percent over last year to 212 units. Active Listings increased 
57.4 percent over last year to 710 units.

Rental Costs by Property Type:

• Single Family Residence was up 1.1 percent over last year to $1,925 per month.
• Townhouse was up 20.4 percent over last year to $1,416 per month.
•  Condominium increased 16.7 percent over last year to $1,335 per month.
•  Casita/Guesthouse was down 22.0 percent over last year to $890 per month.
•  There were no Manufactured Single Family Residence rentals during this period.
•  Mobile Home was up 7.0 percent over last year to $950 per month.

Rental activity comprised of Single Family, Townhouse, Condo, Casita, Mobile and Manufactured Single Family properties in the 
MLS of Southern Arizona service area. Percent changes are calculated using rounded figures.

http://trendreportaz.com
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https://www.calibergroup.com/
https://www.norris-design.com/
https://southernazccimchapter.com/
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Jodi Bain, Esq. | jbain@blfaz.com

Save the Date!
1st Quarterly Meeting

Thursday, February 16, 2022
                     

IN PERSON MEETINGIN PERSON MEETING 8 8:00–10:00am:00–10:00am

breakfast provided!breakfast provided!

7:30am: registration 

8:00am: program start

Tucson Association of  REALTORS® office

2445 N Tucson Blvd, 85716

https://titlesecurity.com/
https://www.qvinc.net/
https://blfaz.com/
mailto:jbain%40blfaz.com?subject=
mailto:gwicker%40qualityvaluationinc.com?subject=
https://pcrerc.com/events/
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Where DVI has invested.

SEDONA

MARANA

VAIL

CORONA DE TUCSON

ORO VALLEY

PEORIA

SAHUARITA

TUCSON
PIMA  

COUNTY I-10

I-10

I-10

I-17

I-40
I-40

I-8

Diamond Ventures has zoned and shovel-ready commercial  
and residential land available.  

Call 520-577-0200 or visit diamondventures.com

SOUTHERN ARIZONA 
IS IN A STATE OF GROWTH

I-19

TUCSON  •  PHOENIX  •  LOS ANGELES  •  KONA  •  PARIS

DISTINCTIVE NAME. DISTINCTIVE PROJECTS.

We are proud to be involved in some of Tucson’s most 

successful, high-profile real estate projects. To learn more, 

visit www.holualoa.com

Holualoa Companies is a real estate investment firm 

managing assets that span the United States and Europe. 

Holualoa invests strategically in office, retail, industrial, 

multifamily, hotel, and mixed-use properties. With a 35-

year track record of success, our skilled and ambitious 

management team produces steady results through 

unsteady markets by leveraging our talent and experience 

to serve our investors.

5780 N. Swan Road, Suite 200  • Tucson, AZ 85718
520 615 1094  

HOLUALOA.COM

https://www.diamondventures.com/
https://liverockingk.com/
https://holualoa.com/


20

At Alliance Bank of Arizona, we get it.  

We bring you the best of both worlds: the capacity and sophisticated product 

offerings of a big bank along with the responsiveness and superior service of a 

more specialized institution.

The small banks don’t 
understand you, and the big 
banks don’t try to.

Sandra Barton

Senior Director, Commercial Banking

sbarton@alliancebankofarizona.com

(520) 784-6037

Meet Your Local Banking Experts:

Chuck Luhtala

Senior Director, Commercial Banking

cluhtala@westernalliancebank.com

(520) 784-6044

alliancebankofarizona.com

Alliance Bank of Arizona, a division of Western Alliance Bank, Member FDIC. Western Alliance 

Bank ranks high on the Forbes “Best Banks in America” list year after year.

One of Forbes’ Best Banks  

in America Year After Year 

https://www.westernalliancebancorporation.com/alliance-bank-of-arizona-home/industry-expertise/real-estate-and-construction?utm_source=the-trend&utm_medium=newsletter&utm_campaign=bank-on-accountability&utm_content=do-what-they-say_7x10


continued on page 22

december22 | trendreportaz.com 21

2 
 
 

 
PAYMENT INCREASES ARE PRICE INCREASES 

Here are a couple of important economic facts that directly affect real estate markets.  

1. According to FreddieMac, 30-year mortgage rates were just over 3% in January 2022 as the 
chart above indicates. As of early November 2022, 30-year mortgage rates averaged 7.23%. 

2. In September 2022, the median priced home in Tucson was $376,000 according to the Tucson 
Multiple Listing Service. Assuming 10% cash down, that means a mortgage is required in the 
amount of about $338,400. At 3%, that is a payment of $1,427 per month, excluding real estate 
taxes and insurance. At 7%, the payment increases to $2,251 per month, an increase of about 
58%.  

Conclusion: Ignoring the 10% cash down payment, the price of buying a home 
today is about 58% higher than it was in January 2022. 

RECESSION PREDICTED 

I realized recently that there have been many predictions of the coming recession. According to 
an October 2022 survey by Wolters Kluwer Blue Chip Economic Indicators, 88% of economists 
predict a recession is likely. Opinion: We all know how hard it is to get economists to agree on 
anything. ( Like appraisers.) So, I base my predictions of future home prices on this event 
occurring. 

4 
 
 

TUCSON MEDIAN SALE PRICE CHANGES – LAST 12 MONTHS 

 
SOURCE: TUCSON MLS 

PRICE INCREASES SLOW: 

The second indication of a downturn in the real estate market is a decline in the rate of price 
increases. Tucson home sales price increases which were increasing at an annual rate of 16.5% in 
the last 12 months, increased at an annual rate in September by only 9.2%. The decline in the 
rate of single-family residential price increases is clearly indicated in the above table.  

At the same time, the inventory of homes for sale in Tucson has increased by over 40% in 
September 2022 versus September 2021. Still, this current figure represents only a 2.1-month 
supply, still an historically small number. A six-month supply is considered a balanced market. 
By that measure, the Tucson home market is still under supplied. 

Days on market has increased 17.9% in September 2022 from September 2021. However, the 
current average of only 21 days of market exposure is again an extraordinarily low figure. In 
conclusion, higher interest rates have reduced sales volumes and slowed the rate of price 
appreciation.  

As a homeowner and real estate appraiser, I now ask,  

“What is the impact of rising interest rates on home prices?” 

MORTGAGE INTEREST RATES AND HOME PRICES 

With the rapid increase in interest rates beginning in January 2022, most of us expect that home 
prices would have already declined. What surprised me, however, is that the data does not 
indicate that.  

 

THE RECESSION, INTEREST RATES, AND THEIR EFFECT ON 

REAL ESTATE PRICES IN 2023                    » by Steven Cole mai, sra, ai-grs

“The weird thing about the future is that nobody 

knows about it.”
 —Sakaut Ratnakar

The Prospects for Economic Recession
At the beginning of 2022, I began thinking about the possibility 

of an economic recession and its effect on real estate markets. That 
was when interest rates began rocketing upwards. 

Most of you know that real estate is one of the first sectors in our 
economy to be adversely affected by increases in interest rates. That 
is because most real estate purchases are financed with borrowed 
funds. The price of borrowing money is the interest rate, and the 
interest rate increases in 2022 have occurred very quickly. 

The following analysis relies on data from the single-family 
residential home market. Information on houses is more widely 
available and more uniform than commercial data, but some of the 
analysis can apply to the non-residential markets, as well. Let’s look 
at some factors affecting real estate prices and see what might occur 
in 2023. 

Payment Increases are Price Increases
Here are a couple of important economic facts that directly 

affect real estate markets. 
1. According to FreddieMac, 30-year mortgage rates were just 

over 3% in January 2022 as the chart above indicates. As of 
early November 2022, 30-year mortgage rates averaged 7.23%.

2. In September 2022, the median priced home in Tucson was 
$376,000 according to the Tucson Multiple Listing Service. 
Assuming 10% cash down, that means a mortgage is required 
in the amount of about $338,400. At 3%, that is a payment of 
$1,427 per month, excluding real estate taxes and insurance. 
At 7%, the payment increases to $2,251 per month, an increase 
of about 58%. 
Conclusion: Ignoring the 10% cash down payment, the price 

of buying a home today is about 58% higher than it was in January 
2022.

Recession Predicted
I realized recently that there have been many predictions of the 

coming recession. According to an October 2022 survey by Wolters 

Kluwer Blue Chip Economic Indicators, 88% of economists predict 
a recession is likely. Opinion: We all know how hard it is to get 
economists to agree on anything—just like appraisers. So, I base my 
predictions of future home prices on this event occurring.

A few weeks ago, I decided the important question was not, “If 
there will be a recession,” but “How bad will it be?”

According to this same group of economists, the recession is 
expected to be “Mild.” That means that the economy will lose 1.8 
million jobs and economic output will decline by 1.2%. That would 
be far less damaging than the great recession of 2007–09 which had 
a drop in GDP of about 4% and 8.7 million jobs lost. By the way, the 
average length of a recession is about 10 months. 

One caveat: If the Federal Reserve continues its aggressive, 
short-term interest rate increases for too long, the economy will 
suffer more than a mild recession.

Higher Mortgage Interest Rates Means Fewer Sales
Total sales volume is declining. With the enormous and 

rapid increase in the effective price of housing due to the increase 
in interest rates, I expect a decrease in demand. That is already 
happening. According to the Tucson Association of Realtors, closed 
sales of homes in September 2022, are 25.1% less than September 
2021. So, the first indication of a real estate recession is a decline in 
the volume of sales activity. 

 
Price increases slow. The second indication of a downturn in the 

real estate market is a decline in the rate of price increases. Tucson 
home sales price increases which were increasing at an annual rate of 
16.5% in the last 12 months, increased at an annual rate in September 
by only 9.2%. The decline in the rate of single-family residential price 
increases is clearly indicated in the above table. 

Current 30-Year Mortgage Rates 2022 (Historical Data: Freddie 
Mac PMMS © TheMortgageReports.com)

Tucson Median Sale Price Changes, Last 12 Months (Source: 
Tucson MLS)

http://trendreportaz.com
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HOME PRICES INCREASE WHILE MORTGAGE RATES INCREASE 

New York Life Investments compared historical mortgage rates to home price changes. From 
January 1992 to June 2022, they found that home prices increased far more frequently during a 
period of mortgage rate growth then home prices declining during a period of mortgage interest 
rate growth. WHAT? See table below. 

RELATIONSHIP BETWEEN MORTGAGE RATE INCREASES AND HOUSE PRICE GROWTH 

 
Stated differently, over the last 30 years, there were 117 months in which home prices increased 
while mortgage rates increased, and only 6 months in which home prices decreased while 
mortgage rates increased. (For those of you who were counting, one month was excluded from 
the study when there was no month-over-month change in mortgage rates.) 

New York Life’s explanation for this surprise is that mortgage rate increases are associated with 
periods when the Federal Reserve is raising its policy rate in response to high inflation. Such 
periods often coincide with strong economic growth during which time home prices increase.  
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continued on page 23

THE RECESSION, INTEREST RATES, AND THEIR EFFECT ON 

REAL ESTATE PRICES IN 2023                                » continued from page 21

At the same time, the inventory of homes for sale in Tucson 
has increased by over 40% in September 2022 versus September 
2021. Still, this current figure represents only a 2.1-month supply, 
still an historically small number. A six-month supply is considered 
a balanced market. By that measure, the Tucson home market is still 
under supplied.

Days on market has increased 17.9% in September 2022 from 
September 2021. However, the current average of only 21 days of 
market exposure is again an extraordinarily low figure. In conclusion, 
higher interest rates have reduced sales volumes and slowed the rate 
of price appreciation. 

As a homeowner and real estate appraiser, I now ask, “What is 
the impact of rising interest rates on home prices?”

Mortgage Interest Rates and Home Prices
With the rapid increase in interest rates beginning in January 

2022, most of us expect that home prices would have already 
declined. What surprised me, however, is that the data does not 
indicate that. 

Home prices increase while mortgage rates increase. New York 
Life Investments compared historical mortgage rates to home price 
changes. From January 1992 to June 2022, they found that home 
prices increased far more frequently during a period of mortgage 
rate growth then home prices declining during a period of mortgage 
interest rate growth. WHAT? See table below: 

Stated differently, over the last 30 years, there were 117 months 
in which home prices increased while mortgage rates increased, 
and only 6 months in which home prices decreased while mortgage 
rates increased. (For those of you who were counting, one month 
was excluded from the study when there was no month-over-month 
change in mortgage rates.)

Inflation has a Strong, Positive Relationship with Home Price Appreciation (Sources: Black Knight Home Price Index and US Bureau 
of Economic Analysis data)
NOTE: Each dot represents the year-over-year change in the inflation rate (as measured by personal consumption expenditures) and 
the annual home price appreciation each month since 1976.

“A few weeks ago, I 
decided the important 

question was not, 
“If there will be a 

recession,” but “How 
bad will it be?” 

Relationship Between Mortgage Rate Increases And House Price 
Growth
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Another positive factor influencing the price of real estate is the current strong job market in the 
US. Job openings are still at a robust 10.1 million, and many industries have persistent labor 
shortages. A resilient job market will help to increase wages and sustain real estate prices. 

POSITIVE FACTOR: SUPPLY OF HOUSING 

New home construction is down 8.1% in September 2022 versus August 2022 and is 7.7% less 
than September 2021. This reduction is expected to keep the supply of homes low and will help 
to support home prices.  

Understanding the laws of supply and demand is the key to analyzing changes in home prices. 
Because some residents do not desire new neighbors, homebuilding has not kept pace with 
demand. One source indicates that the US has built 276,000 fewer homes annually in the 20 
years between 2000 – 2020, compared to the annual totals in the previous 30 years. The failure 
of many communities to permit an adequate volume of new home construction is one of the most 
crucial factors in higher home prices. 

 

THE RECESSION, INTEREST RATES, AND THEIR EFFECT ON 

REAL ESTATE PRICES IN 2023                                           » continued from page 22    

New York Life’s explanation for this surprise is that mortgage 
rate increases are associated with periods when the Federal Reserve 
is raising its policy rate in response to high inflation. Such periods 
often coincide with strong economic growth during which time 
home prices increase.  

The conclusion, therefore, from the New York Life study is that 
mortgage rates are only one of several factors to consider regarding 
the change in home prices. What are some of the other factors we 
need to consider regarding 2023 real estate prices?

Negative Factor: Duration of The Fed’s Interest Rate Increases

Before dismissing the impact of increases in interest rates on 
home prices, I want to repeat that if the Federal Reserve continues 
its aggressive move to increase short-term interest rates, the chances 
of a so-called “soft landing” will be about the same as a student pilot 
“greasing it” on his first attempt at returning the airplane to the 
runway. In other words, the longer interest rates remain high, the less 
chance real estate values will hold up.

Negative Factor: Supply Constraints on the Production of 
Goods

Supply constraints reduce the number of goods available to be 
purchased. We have recently seen that supply constraints result from 
several factors including the Covid pandemic and the war in Ukraine. 
Not given much public attention, however, is that we have a reduced 
labor force which also impacts prices. In January 2020 just before the 
pandemic, the labor participation rate was 63.4%. In October 2022, 
the rate was 62.2% according to the US Bureau of Labor Statistics. 
A drop of 1.2% doesn’t sound like much until you apply it to 164.6 
million people (the labor force). Then the number of people still 
not working since the pandemic equals about two million. This may 
continue to aid price inflation which will make it difficult for interest 
rates to decline.

Negative Factor: The World Economy
The world economy is more fully integrated now than in prior 

years. According to a CNN article dated October 2, 2022, there is a 
98% chance of a global recession. That in turn may reinforce negative 
economic factors in United States.

Positive Factor: Home Prices Adjusted for Inflation and Interest 
Rates

According to Real Estate Decoded, “Eighty per cent of the 
home price appreciation since 1990 was due to falling mortgage 
interest rates.” 

After adjusting for inflation and mortgage interest rates, US 
home prices in August 2022 are only 15% higher than in 1990. Thus, 
homes are not as overpriced currently as one might believe.

Another positive factor influencing the price of real estate is the 
current strong job market in the US. Job openings are still at a robust 10.1 
million, and many industries have persistent labor shortages. A resilient 
job market will help to increase wages and sustain real estate prices.

Positive Factor: Supply of Housing
New home construction is down 8.1% in September 2022 

versus August 2022 and is 7.7% less than September 2021. This 
reduction is expected to keep the supply of homes low and will help 
to support home prices. 

Understanding the laws of supply and demand is the key to 
analyzing changes in home prices. Because some residents do not 
desire new neighbors, homebuilding has not kept pace with demand. 
One source indicates that the US has built 276,000 fewer homes 
annually in the 20 years between 2000–2020, compared to the annual 
totals in the previous 30 years. The failure of many communities to 
permit an adequate volume of new home construction is one of the 
most crucial factors in higher home prices.

Real Monthly Principal and Interest Price Index: Case-Shiller 
Home Price Index Adjusted for Inflation and Mortgage Rates, 
1990 Baseline. 
NOTE: Values are Relative to January 1990. January 1990 = 100. 
Assumes no down payment and no taxes or insurance in monthly 
payment. (Source CoreLogic (Case-Shiller Index), Freddie Mac 
(30-year rate), US BLS (CPI-U Less Shelter)

“…if the Federal Reserve 
continues its aggressive move to 

increase short-term interest rates, 
the chances of a so-called “soft 
landing” will be about the same 

as a student pilot “greasing it” on 
his first attempt at returning the 
airplane to the runway. In other 
words, the longer interest rates 

remain high, the less chance real 
estate values will hold up.”  

continued on page 24
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Moral Imperative or Moral Hazard? Biden Pumps Up Fiscal Policy (Souce: Moody’s Analytics)
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INFLATION 

During periods of high inflation, real estate has been often sought after as an asset which protects 
its owners form price increases. Stated differently, a higher inflation rate is associated with 
higher home price appreciation. An extra $5.2 trillion dollars was provided by the Federal 
Government to deal with the adverse effects of COVID, according to a New York Times article 
dated March 11, 2022. This was a 27% increase in the money supply.  

 

The $5.2 trillion in COVID relief was 25% of the value of all of the economic activity in the 
United States in 2021 and about a 27% increase in the money supply that is used to transact all of 
those activities. Oh, and that nasty little comment above about “And it gets worse” is a reference 
to federal government “help” of $4.5 trillion in quantitative easing and $3 trillion for 
infrastructure according to a Nasdaq news release in November 2021. All together this represents 
about $13 trillion in new money.  

Nonetheless, I list inflation as a “positive factor” in holding up the price of homes in 2023. 
Certainly, there are several negative factors associated with it. One of those is higher interest 
rates. I mean who wants to loan you money at 3% when inflation is currently 8.2%? Nonetheless, 
the effect of inflation on the 2023 price of housing will be to keep prices up. 

HUMAN NATURE 

I sometimes forget that economics, like real estate appraising, is considered a part of the social 
sciences. By that I mean these disciplines involve the study of human nature. Many of us have 
observed sellers of real estate are often reluctant to acknowledge a decline in prices in the real 
estate market. That sellers won’t sell at a loss helps keep prices up.  
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THE RECESSION, INTEREST RATES, AND THEIR EFFECT ON 

REAL ESTATE PRICES IN 2023                       » continued from page 23

Inflation
During periods of high inflation, real estate has been often 

sought after as an asset which protects its owners form price 
increases. Stated differently, a higher inflation rate is associated with 
higher home price appreciation. An extra $5.2 trillion dollars was 
provided by the Federal Government to deal with the adverse effects 
of Covid, according to a New York Times article dated March 11, 
2022. This was a 27% increase in the money supply.  

The $5.2 trillion in Covid relief was 25% of the value of all of 
the economic activity in the United States in 2021 and about a 27% 
increase in the money supply that is used to transact all of those 
activities. Oh, and that nasty little comment above about “And it gets 
worse” is a reference to federal government “help” of $4.5 trillion in 
quantitative easing and $3 trillion for infrastructure according to a 
Nasdaq news release in November 2021. All together this represents 
about $13 trillion in new money. 

Nonetheless, I list inflation as a “positive factor” in holding 
up the price of homes in 2023. Certainly, there are several negative 
factors associated with it. One of those is higher interest rates. I mean 
who wants to loan you money at 3% when inflation is currently 8.2%? 
Nonetheless, the effect of inflation on the 2023 price of housing will 
be to keep prices up.

Human Nature
I sometimes forget that economics, like real estate appraising, 

is considered a part of the social sciences. By that I mean these 
disciplines involve the study of human nature. Many of us have 
observed sellers of real estate are often reluctant to acknowledge a 
decline in prices in the real estate market. That sellers won’t sell at a 
loss helps keep prices up. 

Predictions for the 2023 Real Estate Market

I have the following predictions for the Tucson real estate 
market in 2023.

Prediction #1: I believe that the real estate market will continue 
to slow down dramatically in terms of the number and dollar volume 
of sales. (Apologies to the brokerage community.) 

Prediction #2: I believe the amount of new construction will 
decline significantly. (Regrets to the construction industry.)

Prediction #3: Based on the assumption that the economic 
recession will be short lived, and the large amount of money added to 
our economy, I believe that the price of real estate shall decline very little 
unless the interest rates remain high for an extended period of time. 

Conclusion

Some say economists, (and real estate appraisers) have issues in 
accurately predicting future outcomes. In reference to economists, 
one observer at the International Monetary Fund dryly observed, 
“The record of failure to predict recessions is virtually unblemished.” 

There have been, in my career, occasions where clients have 
disagreed with my opinion of market value. ( I know it’s hard to 
believe.) Therefore, I prefer to say, 

“The record of appraisers is better at predicting the past than 
the future.” 

Steven Cole holds three professional 
designations from the Appraisal 
Institute, MAI, SRA, and AI-GRS. 
He is also licensed in the State of 
Arizona as a Certified General Real 
Estate Appraiser, a Real Estate Sales 
Licensee, and as a Property Tax 
Agent. He has 45 years of experience 
as an appraiser and tells prospective 
clients “I’m beginning to get the hang 
of it.” He can be reached at Steve@
SWAA.Biz.

http://trendreportaz.com
mailto:Steve%40SWAA.Biz?subject=
mailto:Steve%40SWAA.Biz?subject=


december22 | trendreportaz.com 25

REACHING FOR THE BEST IN CLASS 2023—OPPORTUNITIES 

FOR DOWN MARKETS                                            » by Batoun Herrington ccim, cpm

Navigating the Imminent Opportunities and Challenges in the 
Commercial Real Estate Market

While most of us consume the latest news impacting the 
commercial real estate industry as part of our daily routine, the 
volume and speed of information can be daunting to discern. Here 
are some high-level summary takeaways of the state of the markets 
impacting our industry as we head into the New Year. 

Economy: This Recession Will Look Differently Than Prior Cycles

Uncertainty remains around the emerging factors of global 
supply shortages, energy, as well as lack of qualified labor. 

With the latest of six consecutive interest rate hikes, the Fed 
increased rates by another 75 bps in early November, as an effort 
to keep the economy from overheating or cooling too dramatically 
and to tame inflation. With interest rates topping 7%, the trend is 
anticipated to continue into 2023 and not until the second half of 
2024 are rates expected to begin to decline.

While index numbers are reportedly headed in the right 
direction, inflation is still running hot. With fuel shortages affecting 
most industries, this will continue to challenge the markets. 

Office: Hybrid Work Continues to Weaken Demand 

The continued deliveries of office product, coupled with weak 
demand, yields persistent higher vacancy levels. Rents have risen 
since the prevalent office closings during the pandemic, but slowly. 

Industrial: Online Purchasing Remains Strong 

Companies continue to adjust from, “Just in time” to “Just in 
case” inventory levels. While not an ‘exciting’ asset class historically, 
the industrial sector remains the belle of the ball. 

Industrial saw record deliveries since the pandemic and the 
trend continues with vacancy at all-time lows and rents continuing 
to rise. 

Retail: A Reimagined and Evolving Asset Class

Thanks in large part to operators becoming creative and 
reimagining the traditional brick and mortar shopping centers into 
‘experience’ and ‘service’ centers, retail demand is recovering post 
pandemic. 

Retail deliveries are at all-time lows. Conversely, vacancy levels 
are at all-time lows with rents continuing to rise. 

Multi-Family and Hospitality: Strong and Stronger

To not exclude these classes from my report, multifamily 
remains strong going into next year and beyond, in part due to the 
single-family housing shortages, while hospitality is also poised to 
make a comeback, with leisure and business travel recovering to pre 
pandemic levels. 

Capital Markets: Activity is Decelerating

While price appreciation is mixed, consistent with the 
aforementioned factors among the asset classes, as capital becomes 
more expense, transactions are slowing. 

As a result of the increase of the Federal Funds Effective Rate, 

the Trade Rate, i.e., assets sold vs listed, has decreased. Buyer pools 
are contracting, and purchasers have been quick to react to the 
interest rate increase while sellers were slower to react to the shift in 
the market with their pricing expectations and have steadily started 
to reduce their prices to meet the market in order to trade their assets. 

Declining and Shifting Work Force: A Complex Topic

Education shifts from traditional university to trade schools, lack 
of willing and able workers, accelerated retirement and attrition rates 
and unfunded liabilities, i.e., the fiscal gap, are all critical challenges 
that warrant more attention than just lackluster conversations. 

National Political and Societal Divide

The mid-term elections in November ended tumultuously at 
best. As an immigrant to this great nation myself, I like to believe that 
we, as Americans, have more in common than our differences.

In Conclusion…

To summarize these diverse conditions, those of us who 
have faced past market downturns and challenges know that 
opportunities do exist in down markets, particularly for the resilient 
and unconventional practitioners. These times call for expertise 
and innovation, and the investment in experts such as Certified 
Commercial Investment Members, CCIMs and professionals who 
have the experience to weather the storms. So, here’s to my fellow 
colleagues, let’s work collaboratively, representing our industry as 
Best in Class.

 

Batoun Herrington, CCIM, CPM®, is President and Designated Broker 
of Branel Real Estate Company, LLC. She has over twenty-five years 
of real estate and asset management experience with more than $500 
million in assets and over 3.5 million square feet of office, industrial 
and retail properties represented in Arizona. Batoun has served on 
the National Legislative & Public Policy Committee and local Board 
of Directors of the Institute of Real Estate management® (IREM®) 
where she served as President in 2007. Having spent several years 
as the Arizona liaison on behalf of 
IREM® and the National Association 
of Realtors (NAR) coordinating and 
attending annual lobbying meetings 
in Washington DC, Batoun and the 
Arizona delegation were successful 
in helping to shape policy for the 
advancement of the commercial real 
estate industry. She can be reached at 
batoun@branelre.com. 
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Real property tax considerations and implications to 
owners, tenants, bankers, property managers and investors are at 

a high priority. Heading into 2023, commercial properties are asked to 
confirm NOI and ROI preservation, despite marketplace pressures.

One Year Ago: December 2021

Commercial marketplace considerations and proforma looked 
to ongoing low interest rates and anticipated expanding economic 
indicators. Investors continued to delve into Arizona Class A, B & C+ 
properties with significant positions and 1031 exchange funds. Bargain 
hunters considered Class C and D+ properties in what they considered 
“key” locations for revamp opportunities. Many commercial sectors 
reported no indication of slow down. 

News headlines pointed to robust markets and ongoing cheap 
money (low interest rates). Manufactured homes, RV parks and climate-
controlled storage facilities (new and to be renovated) continued their 
trade and popularity along with multi-family and industrial marketplace 
vigor. Meanwhile, reports indicated the medical office marketplace 
swelled with activity. 

December 2022: Marketplace Variation, Inflationary Pressures, 
Reverse Arbitrage & Pitfalls 

Today, real property valuation and appeal factors are a major 
stabilizing tool for clients. I am asked to assist with targeted proforma 
considerations to maintain debt coverage ratios (dcr) and demonstrate 
limits on NOI contractions. 

Lenders, REITS, property managers and portfolio stabilizers are a 
significant part of the new conversation. 2023 calendar year is projected 
to significantly increase valuation proforma reviews. We receive requests 
weekly for how to proactively reduce overhead, increase or maintain 
NOI/ROI and at least sustain proforma expectations. Valuation appeal 
advocating, via standard appraisal considerations, are not enough. 

Yet for real property tax valuation and appeal matters—we must 
look not only to topline market sales—but the underlying impetus for 
transactions. For example, was the buyer local? Were at risk 1031 funds a 
significant consideration to the “deal”? Was a rate lock at risk?

Mass appraisal is typically used by assessing office. It looks to the 
two most recent historic years of market sales, cost of construction 
and income (when applicable) for valuation purposes. Most types of 
commercial property valuations are limited to no more than the market 
indicators. So, while the actual economic indicators slow and inflationary 
pressures tip, mass appraisal reflects the past robust marketplace, not 
current and anticipatory marketplace shifts.

The current use and actual marketplace indicators and sub-market 
considerations must be considered. Arizona property tax valuation 
review and successful appeals are tougher than ever. Exploring available 
statutory methods should be considered. 

Future

The “devil is in the details”—managing exposure to rate resets, lease 
expirations coupled with the sunset of “out-clauses” for investors impact 
the buy/sell marketplace decisions. Knowledgeable leasing agents and 
creative tenant improvement options are key. Mixed use, commercial/
residential living entertainment communities are on the rise.

Historically, Arizona property valuations do not timely adjust 
in an economic downturn. The current marketplace impacts private 
and public sectors alike—yet downward mass appraisal valuation 
adjustments often lag years behind for assessors. 

Business decision makers will be well served to understand that 
Arizona has one of the most convoluted real property tax and valuation 
statutory regimes in the county. It also provides Arizona property owners 
robust and multi-tiered appeal options. Arizona’s critical date path for 
appeals and tax court filings is sensitive; there is little room for error. 

Bottom Line: Know the Law, Be Proactive and Strategic 

With staff turnover in virtually every county assessing office over 
the last three years, sophisticated firsthand knowledge of the actual 
statutory options is more important than ever. 

Attorneys, business owners, clients, developers, investors, insurance 
executives and lenders ask me how The Bain Law Firm PLLC obtains a 
desired outcome—reduction of valuations, limitation on tax exposure 
&/or impact results that increase NOI—when other representatives 
have not. For property tax clients, our focus is on the strategic reduction 
of tax exposure and the resulting increase of a project or property’s NOI. 
This often occurs during the project planning stage, through construction 
phases and continues for years after an asset is in service. 

Take-Aways

Arizona property tax regime does not limit actual property taxes to 
a 5% increase. What may look like an immaterial, simple change in the 
property and its use, can have large economic implications. Contact a 
well-informed real estate property tax attorney to preserve your bottom-
line before making a costly decision.

Developing and maintaining a robust Arizona property tax valuation 
appeal plan is critical. In many instances, successfully appealing a valuation 
for tax year 2024 tax year, may provide savings over a two year or longer 
period. Planning for capital expenditures, demolition, new construction 
and changes in use with experienced legal counsel is a sound business move. 

2024 tax year real property tax valuations are issued by March 
1, 2023. Contact Jodi Bain for more information on how you may be 
eligible for potential valuation reductions and tax savings.

 Jodi Bain is founder and managing partner of The Bain Law Firm PLLC. 
The Bain Law Firm PLLC celebrates its ten-year anniversary in 2022. 
Practicing in the U.S. for 20 years, Bain is a real estate attorney that has 
successfully pursued and completed over 80 Arizona Tax Court cases 
since the imposition of Prop 117. She 
is an AV® Preeminent Rated attorney 
licensed in Arizona & New York, an 
Arizona licensed real estate broker and 
is Spanish speaking. Bain evaluates over 
$3 Billion in real estate assets annually 
and works with local and national 
clients. Tax appeal consulting services are 
available for commercial and residential 
properties. Call (520) 777-3747 or email 
Jodi directly at jbain@blfaz.com.

IMPORTANCE OF PROPERTY TAX VALUATION 

CONSIDERATIONS IN 2023                                                                          » by Jodi Bain
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2022 provided a good example of how quickly markets can 
change in the land and housing industry. Tucson’s housing market 

saw a historic 24 month run that translated to the most feverish land 
buying the metro area has seen. Homebuilders purchased almost 
12,000 lots in 24 months. The appetite was voracious and couldn’t 
be fed enough. With all of this demand to get lots and homes built, 
the end result was an extreme traffic jam of supply and labor which 
was also unprecedented. 

Cycle times have extended for all facets of the business. 
Entitlement/plats, land development, and home construction. The 
last few months have been reported as some form of tailspin that is a 
bit overdone. One thing we know for certain is the housing market is 
cyclical, and the pendulum had to swing at some point. 

We also know that a swing in the other direction is now 
something that we can look forward to. What you will notice this 
time around is that all the right measures are put into place to ensure 
the market can level out and then proceed without the inventory 
overhang that we saw in the 2008 downturn. We have studied 
Tucson’s land supply constraints for well over a decade. Supply, and 
lack thereof, is absolutely the main story and will continue to be 
for the next decade. You can change consumer demand and policy 
quickly, but solving supply is a different animal. 

RL Brown’s October Report for Tucson is quoted as follows: 
“As serious students of the marketplace know, the performance of 
the new home marketplace in Tucson to date, as rates have risen and 
bad economic news has become every morning’s headline, has been 
remarkable. We can certainly attribute this to the recently vibrant 
local economy and to job and population growth in combination with 
an actual shortage of housing as well as the ongoing announcement 
of new employment in the Casa Grande area, suggesting that many 
of those new employees will choose to live in the north Tucson area/
Marana area.”

The backlog and lot development issues should flush out by Q2. 
We need to see where mortgage rates level at and what prices are and 
pace. We don’t expect land buying until Summer, with closings into 
later next year. This will put those communities open in late 2025 
and present a large problem for the region if everything stabilizes 
and people continue to move here, and we continue to grow 
economically. When this happens, we fully expect an aggressive land 
buying surge in Tucson. It’s not if, but when. 

The lot supply shortage is a major challenge and will not be 
solved soon. Regarding where the builders can secure their future 
lots, the table is set in Tucson. The largest Tucson developers will 
be spending the additional time to perfect their projects and plats 
and have them ready. If the homebuilders are not buying from them 
already, they will be in the next 12–24 months. 

Thanks to a growing employment base and population growth, 
Tucson is fundamentally in good shape. It’s a period to reflect and 
adjust business plans and remember that markets are cyclical and 
what may be coming next is one of the strongest upcycles Tucson 
has seen. 

Biggest Challenges

In our discussion with Tucson’s homebuilders, their backlog of 

homes to finish and sell and the delays in lot development are the 
number one and two priorities for them. Good news is that we see 
backlog getting dealt within the next quarter and most of the 2021 
lots will be finished and open for sales in time for the selling season.

Permits

We believe that we could see permits under 4,000 this year 
which is about 30% off projections. We predict 3,267 for permits in 
2023, mainly affected by a slow start to the year. Keep in mind that in 
1995 Tucson permitted 4,882. So, at 3,267 we are looking at about a 
35-year low in permits. 

Lot Supply

Tucson’s market absorbed 20,500 lots from 2018–2022. If 
Tucson averages 4,000 permits for the next five years, homebuilders 
will need approximately, 20,000 lots to be built and delivered to 
them. Due to the current acquisition freeze, lot production will have 
halted for about 9–12 months in Tucson. When lot buying does pick 
up, it will take about two years to transact, mobilize, build lots, and 
open models for sale. If we hope to ease home prices and land prices, 
the production needs to outpace the demand. We, currently, don’t 
see this happening in any scenario.

Prices

If the median new home price drops to $360,000 that will still 
be above where it ended up in 2021. To get to pre-Covid levels, it 
would need to go down to $305,000. The median new home price 
rose $60,000 already in 2022 so it has room to give back. We see 
median home price dropping approximately $50,000 from current 
levels. Land will stay strong with finished lot prices giving up about 
only 10–12%. Main reason being limited supply going forward and 
overall land ownership strength this time around.

Areas

North Marana, Vail and the southwest submarket will be 
the major areas of activity. All with room to grow, large, zoned 
projects and proximity to major Interstate corridors and supporting 
employment and retail services.

Will White has led the Tucson office of Land Advisors Organization 
for over 20  years. Under his leadership, the Tucson office has been 
recognized as the leading land 
brokerage company in Tucson by 
volume for over a decade. Will 
specializes in the representation of 
the area’s top master-planned and 
residential communities. His work 
with southern Arizona’s homebuilders 
is well documented and the office has 
been responsible for Tucson’s most 
high-profile land transactions and 
assignments. He can be reached at 
wwhite@landadvisors.com.

HOUSING: COMING NEXT MAY BE ONE OF THE STRONGEST 

UPCYCLES TUCSON HAS EVER SEEN             » by Will White
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TUCSON MULTIFAMILY EXPECTED TO STABILIZE FOR 

HEALTHY PERFORMANCE IN 2023                                   » by Ryan Boyle

The Tucson multifamily market should stabilize in 
the next few months, setting the stage for healthy performance 

in 2023. The market recorded rapid absorption and steep rent 
increases beginning in 2021, which prompted developers to become 
more active to meet renter demand. To this point in 2022, deliveries 
have been modest, but several projects are slated to be completed in 
the fourth quarter, with additional inventory growth scheduled for 
next year. The vacancy rate has trended back closer to its long-term 
average in recent quarters and will likely remain near its current range 
well into 2023. Rents continue to push higher, but the pace of gains 
has slowed, and future gains will likely level off and come in closer 
to 3.5 percent to 5 percent. Renter demand should be supported 
by a healthy pace of growth in the local labor market. The local 
multifamily investment market is expected to continue to evolve 
in the coming quarters. In recent quarters, larger transactions have 
accounted for a greater share of total volume, and activity has cooled 
among smaller, private-capital acquisitions. With buyers showing 
a preference for larger deals and developers moving more projects 
through the construction pipeline, there will likely be an increase in 
sales of newer projects in 2023. Only a handful of Class A properties 
have changed hands in the past few years, during which time there 
has also been a shortfall of new inventory entering the market. 
The projects that come online will likely present new investment 
opportunities, particularly those that lease-up quickly. The projects 
that deliver through the remainder of this year and into 2023 will 
likely benefit from the steep rent increases that were recorded across 
the market since 2021.

Transaction volume has cooled off during the back half of 2022, 
and I expect that to remain the case headed into 2023. While there 
is plenty of capital out there looking for deals, there is still a large 
bid/ask gap between sellers and buyers. Owners who have short 
term loans coming due soon, as well as owners who bout 3+ years 
ago are the most likely sellers. One being more out of necessity, the 
other due to still buying at a low basis years ago. Based on what we 
are also seeing in Phoenix, I expect cap rates to range from low 5%’s 
to over 6% depending on the quality and location of the asset. Newer 
well-located deals trending low 5’s, value add deals, more working-
class locations trading north of 6. Once the FED stops rate hikes and 

Year-End Employment Forecast  (Sources: NorthMarq, US Bureau of Labor Statistics)

Year-End Vacancy Forecast (Sources: NorthMarq, Apartment 
Insights, CoStar, US Census Bureau)
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TUCSON MULTIFAMILY EXPECTED TO STABILIZE FOR 

HEALTHY PERFORMANCE IN 2023                    » continued from page 28

reverses course, I expect transaction velocity to snap back quickly 
and cap rates to compress. Due to the current state of the economy, 
I expect rent growth to slow down next year as well, back to a more 
normal 3-5% rather than the huge 20% plus that we saw over the last 
year or so. Overall, the fundamentals of Tucson remain healthy and 
it continues to receive more attention from out of state investors 
who previously may not have had interest in the market. If the Fed 
reverses course on rate hikes by midyear next year, I expect to see an 
active second half of the year. 

Ryan Boyle is an Associate Vice President at Northmarq and has 
been in Commercial Real Estate since 2015.  After starting in the 
research departments at Colliers in Phoenix, Ryan joined a top 
producing multifamily team at Colliers—and has since moved to 
Northmarq with that team.  Ryan focuses on the sale of multifamily 
properties consisting of 50 units 
and larger across the Southwestern 
United States, primarily the Phoenix 
and Tucson markets. Ryan is a 
Phoenix native and attended Arizona 
State University.  In his free time, 
he enjoys hanging out with friends 
and family, golfing, working out, 
and traveling. He can be reached at 
rboyle@northmarq.com.

Year-End Construction and Permitting Forecast (Sources: NorthMarq, Apartment Insights, CoStar, US Census Bureau)

Year-End Rent Forecast (Sources: NorthMarq, Apartment Insights)
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 Major headwinds facing the Industrial market include construction costs, interest rate hikes, 
slowing home growth, and low retail consumer sentiment. Consumer sentiment dipped in 2021. 
Historically, consumer sentiment was a predictor of retail sales. However, despite the change in 
sentiment consumers have continued to spend. Consumers buying behavior has become more 
disciplined as consumers adjust what they buy rather than curtail buying all together. Retail spending is 
increasingly relevant to the industrial sector due to many warehouses storing and distributing 
Ecommerce products. Roughly 20% of total Retail sales are now Ecommerce. 

 

 Despite such obstacles, the industrial sector fundamentals remain strong. September 2022 
Census Bureau report shows new orders for manufactured goods in September up 1.5 billion dollars to 
551 billion dollars. New orders for manufactured goods as tracked by the Bureau have been up eleven of 
the last twelve months. Ecommerce sales market penetration since covid is up to around 20% of total 
retail sales and is on track to achieve 30% market penetration by 2030. Tucson has seen roughly 20% 
YTD rent growth in the industrial sector. Tucson’s low vacancy rate below 5% is likely to continue to 
push industrial rental rates up.  

 

 

 A slowing of industrial activity would seem logical based on continuing anti-inflationary 
measures and a slow-down in consumer demand as already indicated in home sales and other big-ticket 
items. However, many companies we are working with are executing long-term business plans and 
continue to seek out space as they implement these plans. Therefore, we expect this demand to 

Manufacturers New Orders 2021–2022, Seasonally Adjusted Month-to-Month 
Percentage Change (Source: US Census Bureau, Manufacturers’; Shipments, 
Inventories, and Orders, November 3, 2022
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 A slowing of industrial activity would seem logical based on continuing anti-inflationary 
measures and a slow-down in consumer demand as already indicated in home sales and other big-ticket 
items. However, many companies we are working with are executing long-term business plans and 
continue to seek out space as they implement these plans. Therefore, we expect this demand to 

EXECUTION OF LONG-TERM BUSINESS PLANS WON’T LET TUCSON’S 

INDUSTRIAL SLOW DOWN MUCH IN 2023  » by Tim Healy & Jackson Kraft                                                                                  

Retail Sales vs. Consumer Sentiment

The local story for 2023 is a 
continuation of 2022 (at least for the first 

half of the year). Tucson is still in position to 
benefit from national trends in industrial real 
estate. However, it feels like we are all looking 
over our shoulders as debt and equity become 
less aggressive. In some cases, moving to the 
sidelines and consumers beginning to slow 
down. Industrial real estate nationally continues 
to experience demand from a diversified occupier 
base amid limited availability. This phenomenon 
occurs in Tucson also. Companies continue to 
need space to account for ecommerce sales, a 
supply chain shift from “just in time” to “just 
in case,” and government programs aimed at 
onshoring the manufacturing of components 
considered to be critical to national defense such 
as semiconductors. 

The Industrial real estate sector is seeing 
record levels of construction in Tucson. Our 
office is tracking over 2M SF of industrial product 
under construction in Tucson set to deliver in 
2023. Much of this product in the pipeline is large 
bay warehouses and logistics space. Traditionally 
this market is geared towards smaller occupiers 
under 20,000 SF. The phenomenon of large bay 
speculative projects aimed at capturing larger 
occupiers is new to Tucson. It could position 
Tucson to pull occupiers from other larger 
markets. Vacancy rates in most of the major 
western U.S. markets are below 3%. With these 
markets so tight, industrial occupiers might 
look favorably at Tucson’s new product. There 
is healthy demand for space around 10,000 SF. 
However, the economics between construction 
costs and rental rates has made it challenging to 
build to meet this small bay demand as shown in 
the graph on page 31.

Demand for space is also strong in Tucson as the nationwide 
trend of supply chain shift from “just in time” to “just in case” is 
present locally. We are hearing from local industrial occupiers that 
they are increasing their inventories as much as 30% to modernize 
supply chains with the new reality of limited availability of product 
and supply chain shocks. Additionally, Tucson may benefit from 
national defense interests promoting the onshoring of Semiconductor 
manufacturing plants. Intel and TSMC are investing 32 billion in 
new facilities in Arizona. These investments will come with needs 
for new supply chains which may benefit Tucson. The Chips and 
Science Act passed in August is injecting 280 billion dollars into this 
sector nationwide.

Major headwinds facing the Industrial market include 
construction costs, interest rate hikes, slowing home growth, and 
low retail consumer sentiment. Consumer sentiment dipped in 

2021. Historically, consumer sentiment was a predictor of retail 
sales. However, despite the change in sentiment consumers have 
continued to spend. Consumers buying behavior has become more 
disciplined as consumers adjust what they buy rather than curtail 
buying all together. Retail spending is increasingly relevant to the 
industrial sector due to many warehouses storing and distributing 
Ecommerce products. Roughly 20% of total Retail sales are now 
Ecommerce. 

Despite such obstacles, the industrial sector fundamentals 
remain strong. September 2022 Census Bureau report shows 
new orders for manufactured goods in September up 1.5 billion 
dollars to 551 billion dollars. New orders for manufactured goods 
as tracked by the Bureau have been up eleven of the last twelve 
months. Ecommerce sales market penetration since Covid is up to 
around 20% of total retail sales and is on track to achieve 30% market 
penetration by 2030. Tucson has seen roughly 20% YTD rent growth 
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continue for the foreseeable future. Having this new product come online in Tucson will allow us to 
capture deals that would have otherwise gone to other southwest or western markets. 2023 should be 
another banner year for industrial real estate in Tucson. 

Bio: 

Jackson Kraft specializes in the sale and leasing of industrial properties at CBRE. He grew up in 
Tucson and has a deep understanding of what will help benefit this community. He graduated 
from the U of A with a Bachelor’s in Economics, and has a background in corporate sales 
management. He can be reached at jackson.kraft@cbre.com. 

 

 

	
	

	

Execution of Long-Term Business Plans Won’t Let Tucson’s Industrial to Slow Down Much in 2023  

By: Tim Healy & Jackson Kraft 

The local story for 2023 is a continuation of 2022 (at least for the first half of the year). Tucson is 
still in position to benefit from national trends in industrial real estate. However, it feels like we are all 
looking over our shoulders as debt and equity become less aggressive. In some cases, moving to the 
sidelines and consumers beginning to slow down. Industrial real estate nationally continues to 
experience demand from a diversified occupier base amid limited availability. This phenomenon occurs 
in Tucson also. Companies continue to need space to account for ecommerce sales, a supply chain shift 
from “just in time” to “just in case”, and government programs aimed at onshoring the manufacturing of 
components considered to be critical to national defense such as semiconductors.  

The Industrial real estate sector is seeing record levels of construction in Tucson. Our office is 
tracking over 2M SF of industrial product under construction in Tucson set to deliver in 2023. Much of 
this product in the pipeline is large bay warehouses and logistics space. Traditionally this market is 
geared towards smaller occupiers under 20,000sqft. The phenomenon of large bay speculative projects 
aimed at capturing larger occupiers is new to Tucson. It could position Tucson to pull occupiers from 
other larger markets. Vacancy rates in most of the major western U.S. markets are below 3%. With these 
markets so tight, industrial occupiers might look favorably at Tucson’s new product. There is healthy 
demand for space around 10,000sqft. However, the economics between construction costs and rental 
rates has made it challenging to build to meet this small bay demand. 

 

Demand for space is also strong in Tucson as the nationwide trend of supply chain shift from 
“just in time” to “just in case” is present locally. We are hearing from local industrial occupiers that they 
are increasing their inventories as much as 30% to modernize supply chains with the new reality of 
limited availability of product and supply chain shocks. Additionally, Tucson may benefit from national 
defense interests promoting the onshoring of Semiconductor manufacturing plants. Intel and TSMC are 
investing 32 billion in new facilities in Arizona. These investments will come with needs for new supply 
chains which may benefit Tucson. The Chips and Science Act passed in August is injecting 280 billion 
dollars into this sector nationwide. 

EXECUTION OF LONG-TERM BUSINESS PLANS WON’T LET TUCSON’S 

INDUSTRIAL SLOW DOWN MUCH IN 2023                                 » continued from page 30                                              

in the industrial sector. Tucson’s low vacancy rate below 5% is likely 
to continue to push industrial rental rates up. 

A slowing of industrial activity would seem logical based on 
continuing anti-inflationary measures and a slow-down in consumer 
demand as already indicated in home sales and other big-ticket items. 
However, many companies we are working with are executing long-
term business plans and continue to seek out space as they implement 
these plans. Therefore, we expect this demand to continue for the 
foreseeable future. Having this new product come online in Tucson 
will allow us to capture deals that would have otherwise gone to other 
southwest or western markets. 2023 should be another banner year 
for industrial real estate in Tucson.

Tim Healy joined CBRE in 
December of 2000. He is involved 
in the sale and leasing of industrial 
properties, including manufacturing, 
warehouse/distribution, back office, 
research and development. Tim’s 
experience includes acquisition, 
leasing and disposition of investment 
properties, tenant representation and 
corporate lease, purchase and sale 
representation. He can be reached at 
tim.healy@cbre.com.

Jackson Kraft specializes in the sale 
and leasing of industrial properties at 
CBRE. He grew up in Tucson and has 
a deep understanding of what will help 
benefit this community. He graduated 
from the U of A with a Bachelor’s in 
Economics, and has a background in 
corporate sales management. He can 
be reached at jackson.kraft@cbre.com.

Vacancy Rates
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As I reflect on the past year in the construction 
industry, I am amazed at the continued demand for large-scale 

commercial construction coming out of the pandemic and staring 
down a potential recession. I constantly ask my construction peers, 
suppliers, and leaders of companies from other industries about their 
outlook and predictions of what the economy will be like in 2023 

and 2024. The overwhelming response I have been receiving is that 
backlogs have never been stronger, employees are needed to fill the 
backlog demand, and if a recession happens, their businesses are 
in a solid position to weather the storm. Pretty optimistic but still 
cautious!

1  /  SUNDT  

University of Arizona Bear 

Down Gym Renovation

The iconic Bear Down Gym, a 70,000-

sf historic building, was  restored 

and renovated to include integrated 

learning classrooms.

 Client / University of Arizona

Location / Tucson, AZ 

Global Semiconductor 

Manufacturer Regional 

Headquarters

A three-story, 125,000-sf office and 
research complex including both 

exterior and interior wellness facilities, 

break rooms, meeting facilities and 

conference spaces.

Client / Confidential

Location / Tucson, AZ

Global Medical Research 

Facility Conference Center

Work included the demolition of an 

existing dining facility and construction 

of a new 45,770-sf  two-story building 

to house the new conference center at 

the heart of an existing campus. 

Client / Confidential 

Location / Oro Valley, AZ

Tucson Convention Center 

Expansion & Renovation

Improvements included updating the 

Leo Rich Theatre and Tucson Music 

Hall, renovating the main ballroom and 

south exhibition hall, adding 32,000-sf 

of new meeting room space, updated 

restrooms, and newly paved surface 

lots. Major technology upgrades and 

outdoor landscape improvements 

were also completed including an 

update of the TCC Historic Landscape.

Client / Rio Nuevo

Location / Tucson, AZ

The Benedictine Apartments
New construction of two apartment 

buildings varying between 3-5 stories 

to accommodate 289 apartments and 

a two-level 260-space parking garage. 

The historic Monastery building 

was redesigned to contain another 

34 apartments while preserving it’s 

historic features.

Client / RHR Investments, LLC

Location / Tucson, AZ 

Tucson Convention Center 

Parking Garages

Addition of two new parking structures, 

adding almost 1,000 parking spaces. 

With one garage being built out of 

pre-cast, the construction took only 

eight months after breaking ground. 

The other garage, cast-in-place 

concrete, was self-performed by Sundt 

Concrete and is designed for future 

development on top of the upper level.

Client / Rio Nuevo

Location / Tucson, AZ

2022 HAS BEEN A WILD RIDE.. .WHAT WILL 2023 BRING?  

                                  » by David Ollanik

Sundt Construction’s  Recent Completed Projects
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We employ numerous strategies to counteract these constraints. They all involve a well-informed 
owner who understands the benefit of engaging a builder early in the design process to facilitate 
pre-purchasing or expedited procurement methods. Making that work with lenders in the past 
was a nightmare, but to the lending world’s credit, we find this to be more accepted today. 

So, what do we see for 2023-2024? Here is what my crystal ball is showing me… 

We will likely see one or two more rate hikes from the Fed. These hikes will continue to depress 
the single-family housing market, thus reducing demand for building materials temporarily. 
Amazon and other retailers will slow the demand for warehousing space, and the industrial 
market will return to a more stable and sustainable pace. This reduction in volume will also 
reduce pressure on steel and other building components, further assisting the price reduction of 
raw materials. Overall, price escalation in the construction industry in Tucson will return to a 
more normal 2-4% growth per year over the next two years.  

Construction will remain steady for larger-scale projects and those funded by large corporations 
or government agencies, while smaller developments will slow down in pace significantly. 
Owners will forecast escalation and insert reserve dollars for escalation into their proformas. 
Labor costs will continue to rise as the historically low unemployment numbers increase as the 
Fed’s actions impact the market. While other industries will be laying off employees, the 
construction industry will find a way to capitalize on this and enhance the workforce currently 
understaffed.  

Southern Arizona is now a nationally recognized destination for corporations, and this 
enlightenment will continue to attract amazing opportunities to our region. In addition, our 
Economic Development professionals at the City, County, State, and Sun Corridor will continue 
to attract the best organizations wishing to relocate to our region and provide years of intelligent 
and sustainable growth. 

Beware…these are the musings of an eternal optimist and believer in the Southern Arizona 
lifestyle. Bear Down and have a happy holiday season! 

 

 

Having been involved in the local construction market since 
1985, I have seen a historic and unprecedented demand over the last 
five years. During this time, I worked on signature projects such as the 
Caterpillar Surface Mining and Technology Headquarters, the new 
Texas Instruments offices and labs, Roche’s new B4ET building, the 
Tucson Community Center’s Masterplan renovations and additions, 
and numerous multi-family projects. As a result, our average project 
size has risen from $20M to over $75M per project, and our yearly 
volume has reached record levels.

The punchline here is that Tucson is growing up and attracting 
worldwide investment into our local economy. 

Looking in the rear-view mirror is always great when you are 
involved in great projects, like what I have mentioned, especially 
when we are carrying a record backlog of projects preparing to start. 
However, what we see through the windshield keeps me up at night, 
as I am sure most people in Southern Arizona agree. The uncertainty 
of a recession has been the impetus for numerous gaming scenarios 
to try and predict what 2023–2025 will look like and how our 
industry and Tucson, in general, will be affected.

Over the past fiscal quarter, I have observed that as the interest 
rates are rising and material escalations have stressed most projects, 
the larger institutional clients are plowing ahead as quickly as possible 
to prevent further budget hits. At the same time, the smaller local 
developers are taking a deep breath and trying to get their bearings 
in this changing market.

Escalation has been the most significant contributor to project 
delays as budgets developed when interest rates were at 3% are 
now being stressed at interest rates of 7%, making many proformas 
obsolete. The silver lining is that we are just now seeing the pricing 
of construction inputs beginning to stabilize, and, in some instances, 
they are starting to drop. 

Steel availability has increased, and pricing for some steel 
products has decreased somewhat. A local plumbing supplier has 
informed me that we can expect to see price reductions in PVC and 
ABS piping as well as fixture price decreases due to supply chains 
improving and reduced demand. 

• Constraints in this current market are still supply-chain 
driven. 

• Electrical gear and transformers are almost impossible to get 
in under ten months

• Roofing materials and components are still taking longer than 
normal to procure

• Air Conditioning equipment lead times for specialty 
equipment are 6–8 months to delivery from the time of order

• Labor to install—by far the most significant constraint 
affecting the overall project schedule
We employ numerous strategies to counteract these constraints. 

They all involve a well-informed owner who understands the benefit 
of engaging a builder early in the design process to facilitate pre-
purchasing or expedited procurement methods. Making that work 
with lenders in the past was a nightmare, but to the lending world’s 
credit, we find this to be more accepted today.

So, what do we see for 2023–2024? Here is what my crystal ball 
is showing me…

We will likely see one or two more rate hikes from the Fed. These 
hikes will continue to depress the single-family housing market, thus 
reducing demand for building materials temporarily. Amazon and 
other retailers will slow the demand for warehousing space, and the 
industrial market will return to a more stable and sustainable pace. 
This reduction in volume will also reduce pressure on steel and other 
building components, further assisting the price reduction of raw 
materials. Overall, price escalation in the construction industry in 
Tucson will return to a more normal 2–4% growth per year over the 
next two years. 

Construction will remain steady for larger-scale projects and 
those funded by large corporations or government agencies, while 
smaller developments will slow down in pace significantly. Owners 
will forecast escalation and insert reserve dollars for escalation into 
their proformas. Labor costs will continue to rise as the historically 
low unemployment numbers increase as the Fed’s actions impact 
the market. While other industries will be laying off employees, 
the construction industry will find a way to capitalize on this and 
enhance the workforce currently understaffed. 

Southern Arizona is now a nationally recognized destination 
for corporations, and this enlightenment will continue to attract 
amazing opportunities to our region. In addition, our Economic 
Development professionals at the City, County, State, and Sun 
Corridor will continue to attract the best organizations wishing to 
relocate to our region and provide years of intelligent and sustainable 
growth.

Beware…these are the musings of an eternal optimist and 
believer in the Southern Arizona lifestyle. Bear Down and have a 
happy holiday season!

David Ollanik is the Project Director 
for Sundt Construction’s Tucson 
Office. He has 31 years of experience 
in the construction industry. David is 
a University of Arizona graduate and 
is actively involved in many service 
organizations in Southern Arizona 
including serving on the board of the 
Metropolitan Pima Alliance. He can 
be reached at deollanik@sundt.com.  

2022 HAS BEEN A WILD RIDE.. .WHAT WILL 2023 BRING?  

                      » continued from page 32
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POINT + COUNTERPOINT 2023                                                                        

                                    » by Melissa Lal ccim & George C.Larsen ccim           

Editor’s Note: When Trend Report asked Larsen Baker for its 
2023 economic outlook and predictions, there was a considerable 
discrepancy in the responses from their young President Melissa 
Lal, and the—dare we say it!—old Co-Founder George Larsen. We 
publish here their Point/Counterpoint verbatim...Trend has no dog 
in this fight!

Melissa’s Point
George, I’m guessing you’ll have a pessimistic outlook going 

into 2023. After all, you’ve predicted five of the last two recessions. 
You doom scroll those Ross Rant newsletters that Bert Lopez sends 
you. You still have Paul Erdman’s “The Coming Crash of ’79” on your 
credenza.

But, I don’t see much doom and gloom on the horizon for 2023. 
Of course, interest rates are higher now than in 2020 (the record low 
was the 10-year treasury at .08% during Covid!). We’ve navigated 
high interest rates before. When you and Don started Larsen Baker 
in 1992, interest rates were 8.5%. 

Plus, I recall you telling me that real estate is a great refuge in times 
of inflation. You even told me an “old man story” (one of many) about 
buying your first house in Tucson in 1972. You paid $24,000 for your 
house on 2½ acres near Swan and Grant. Seems to me you’ve done 
okay with your real estate, over a lot of years of high inflation!

We are in a 7% interest rate environment now, yet our company 
is on track to have our best ever year for sales, purchases and new 
leases. I checked with Barbi Reuter at PICOR. They are having one 
of their best years ever. Same with CBRE and Volk.

Construction costs are higher, and some new developments 
will struggle with the combination of higher construction costs and 
higher interest costs….but we’re not seeing much evidence of that.

There are long waiting lines outside our new Snooze at Ina/
Oracle, and Snooze can easily raise the price of their blueberry 
pancakes to pay the rent!

We’ve got Flower Child, Doughbird, True Food Kitchen, Chop 
Shop, Cold Beer & Cheeseburgers, Daves Hot Chicken and a dozen 
more new retail concepts coming to Tucson. $70/SF/year net rent 
doesn’t seem to faze them.

The apartment market is on fire. Some complexes are selling 
for $430,000/unit. The industrial market is booming. We leased up 
Valencia Tech Park’s 90,000 SF in 10 months! If you want to work, 
someone will hire you (well, maybe not you, because of your age).

George, you need to listen less to Larry Kudlow and instead 
watch what we are doing here in Tucson. Low interest rates are not 
the only determinant of a healthy economy.  It’s jobs! You spent most 
of your early career working with mortgages over 9%. You’re still 
functioning pretty well (except for your hearing, you really should 
get that fixed).

My predictions for 2023 are:
• The recession will be relatively mild, because of the partisan 

stalemate in Washington and the very low unemployment 
numbers nationwide.

• Interest rates on commercial income properties will rise to 7% 
before gradually receding into the 6% range by late next year.

• Commercial rents will increase “almost” in-line with inflation.
• There will be less speculative construction.
• There will be moderating construction costs.
• The 10-year treasury will be at 4.75% at this time next year.
• The S&P 500 at 4500 next December.
• The prime rate at 6% next December.

So, George, we all love you, but your doomsday predictions will 
prove to be as inaccurate as your first serve! 

George’s Counterpoint
Melissa, you ignorant sl@t! (OK sorry, but I always wanted to 

start a debate the way that Dan Aykroyd did on SNL in the old days). 
Anyway, so what if I “survived” the 1980’s era of high inflation….I 
was broke for most of that decade!

Congress has embraced Modern Monetary Theory (MMT). 
This cockamamie theory justifies the US Treasury printing an 
endless supply of paper money and the Fed buying boatloads of US 
Treasury notes. In theory, the US can’t default on its debt. I recall 
they said the same thing about Venezuela, Argentina, Italy, Mexico...
and…soon...the EU!

Understandably, you can’t remember (you weren’t yet 
conceived) the 1980s. Fed Chair Paul Volker had to raise the prime 
rate to 21% to tame inflation. 

The four most dangerous words in the English language are: 
“This time it’s different.”

In our real estate business, we’ve become addicted to low 
interest rates. Our Chipotle build-to-suit/leaseback deals used to 
appraise at a 4.5% cap rate. Now, the appraiser will likely apply a 6% 
cap rate. If the 2021 appraised value for a Chipotle was $2,660,000, 
the 2023 value will be $2,000,000. That won’t escape notice from our 
bankers: Steve “Fang” Odenkirk and Dave “Vlad the Impaler” Lyons.

The low interest rates have acted like a subsidy for marginal 
deals (and marginal stocks). That’s why in Phoenix, there is now 
±41,000,000 SF of new, mostly spec, industrial buildings under 
construction. That can’t end well.
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Melissa	 Lal	 is	 the	 President	
and	 Co-owner	 of	 Larsen	
Baker.	She	has	been	with	the	
company	since	2006.	Melissa	
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The era of easy money is over. Take a look at the nearby graph 
of the 10 year Treasury, and listen to the old man. If the CPI is still 
above 7.5% at 2022 year end, expect Powell to continue to raise rates 
until it really hurts. 

My Predictions for 2023 are:
• The 2023 recession will be more dire than a “soft landing.”
• Interest rates on commercial loans will rise to about 8%, even 

on stabilized income properties.
• New home construction will tank because home buyers can’t 

qualify for a 7% FHA loan. They made their lot reservation 
when the FHA rate was 4%!

• Powell believes he has to curb inflation, so the Fed won’t stop 
raising interest rates until the 10-year Treasury hits ±6%.

• The S&P 500 at 3400 next December.
• The prime rate at 7.75% next December.

Of course, I hope you are right, and I am wrong! Melissa, you’re 
a brilliant real estate executive and I know you are up to the challenge 
of leading Larsen Baker through either scenario. But still, please ask 
Vlad to take me off those personal loan guarantees before the start 
of 2023!

Melissa Lal is the President and Co-owner of Larsen Baker. She has 
been with the company since 2006. 
Melissa oversees all facets of Larsen 
Baker’s commercial development, 
brokerage and management 
divisions including investor and 
lender relations, property leasing, 
acquisitions and dispositions, and 
the financing of Larsen Baker’s $300 
million dollar portfolio. She can be 
reached at melissa@larsenbaker.com.

George C. Larsen, CCIM, is the broker 
and co-owner of Larsen Baker, LLC. 
He has over thirty years experience 
in commercial real estate sales, 
management and development. Larsen 
Baker developed and owns and manages 
a portfolio of 45 retail/office properties 
in Arizona totaling ± 2,400,000 sq.ft. 
George has an MBA from Arizona State 
University and is a Senior Emeritus 
Instructor on the CCIM faculty. He can 
be reached at George@larsenbaker.com.

10-Year Treasury Rates (Source: http://www.multpl.com/10-year-treasury-rate)

http://trendreportaz.com
mailto:melissa%40larsenbaker.com?subject=
mailto:George%40larsenbaker.com?subject=
https://www.multpl.com/10-year-treasury-rate


 

report’s advisors:

UPCOMING EVENTS             

        

report’s founding sponsors:

.

Steve Cole, Southwest Appraisal Associates • Michael Guymon, Tucson Metro Chamber 
George Hammond, Eller Economic and Business Research Center 

Paul Kraft, The Clover Company • Larry Kreis, Red Point Development 
Jane McCollum, Marshall Foundation/Main Gate Square

Linda Morales, The Planning Center • Michael Racy, Racy Associates 
Barbi Reuter, Cushman & Wakefield/PICOR 

Mark Taylor, Westland Resources • Linda Welter, Caliber Group

n n n

Lucinda Smedley
Founder and Professional Advisor to TREND report

Trend report is a supporter of these local organizations: Downtown Tucson Partnership, Metropolitan Pima Alliance, 
Pima County Real Estate Research Council, Tucson Airport Authority, Tucson Association of Realtors, SAHBA, CCIM Southern 
Arizona Chapter

36 trendreportaz.com | december22

December Industry Events

Tucson Metro Chamber State of the City Tucson Featuring 
Mayor Regina Romero | December 1, 5:00pm–6:30pm | Tucson 
Convention Center The event will have a mixer-style format to 
make it easy to socialize and make new connections. Open to the 
public. Sponsorship opportunities available. Registration and more 
information here.

Multifamily Innovation Summit 2022 | December 7–December 
8 | private venue, downtown Phoenix The summit will focus on 
managing the apartment of the future, shifting paradigms on the 
future of leasing, and the power of leveraging people as their last real 
competitive advantage. Disruption is happening in more places than 
you think! More information and registration here.

CREW Tucson Holiday Luncheon | December 8, 11:30am–1:00pm 
| Arizona Sands Club 565 N. Cherry Ave., Floor 5 Annual event 
featuring keynote speaker Angie Besignano. With over three decades 
of experience as a coach in the human development area, Angie 
combines her experience with her educational journey to help 
change the lives of hundreds of clients through one on one coaching, 
workshops and speaking engagements. Registration here.

CCIM Southern Arizona December Lunch Meeting | December 13, 
11:30am–1:00pm | DoubleTree by Hilton Reid Park, Bonsai Room  
Join George Larsen and Melissa Lal of Larsen Baker for a “Year End 
Roundup.” RSVP by December 9 here.

CCIM Southern Arizona December Renewal Class: Environmental 
Disclosure & Commercial Transactions | December 13, 1:30pm–
4:30pm | DoubleTree by Hilton Reid Park, Bonsai Room Licensee 
will learn Statutory & Regulatory duties regarding the disclosure 
of environmental issues in commercial Lease & Sale Transactions.  
Student will find out what WQARF & Superfund Sites are and why 
licensees need to know what they are and where they are located in 
the licensee’s Market Area. Register here.
  

SAVE THE DATE: Pima County Real Estate Council First 
Quarterly Meeting | February 16, 8:00am–10:00am, 7:30am 
registration | Tucson Association of REALTORS® office, 2445 N 
Tucson Blvd. Check back for updated information and registration 
here.

REMEMBER to check out upcoming events of interest to the 
southern Arizona real estate and business community on the TREND 
report’s website. If you would like to promote your organization’s 
event on our site, email us at TrendReportAZ@outlook.com with 
details!
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