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Tucson Retail, Q2 2015

Retail Market Lands on its 
Feet; Gears Up for Strong 
Second Half
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Figure 1: Vacancy Rate vs. Lease Rate

The Tucson retail market has bounced back from a 
rough first quarter that saw multiple big box 
tenants vacate the market. With 43,495 sq. !. of 
positive net absorption the market isn’t making 
any major statements, however it’s a definite 
improvement from last quarter’s negative 11,929 
sq. !. of net absorption. If history is any indication 
of what lies ahead for the second half of the year for 
the retail market, we are likely to see an increase of 
activity. In the last two years, the second or third 
quarters have been the marquee quarter of activity 
for the year. In 2013, the third quarter recorded 

255,000 sq. !. of positive net absorption, and in Q2 
2014 the market recorded 113,000 sq. !.  
Considering the holiday shopping season will be 
fast approaching, retailers will find it in their best 
interest to set up shop before the seasonal 
shopping rush. Also, a factor to increased 
consumer activity will be the return of the seasonal 
residents, or “snow birds,” and the return of the 
University of Arizona students. 

The second quarter saw an increase in activity from 
new retail users and experienced less turnover in 
occupancy, leading to a decrease in vacancy to 
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 Submarket
Gross Rentable 

Area
Vacancy 
Rate %

Availablity 
Rate %

Q2 2015 Net 
Absorption

2015 Net 
Absorption 

(Sq. Ft.)

Under 
Construction 

(Sq. Ft.)
Average Asking 

Lease Rate (NNN)

Central  4,693,553 9.3 10.6 39,697 (11,383) 0 $15.42 

Northeast  1,239,218 11.5 11.8 (6,456) (18,476) 0 $12.77 

Northwest  9,327,901 9.3 11.0 (5,541) 33,636 360,000 $17.34 

Southeast  2,749,054 6.8 8.3 19,841 25,669 0 $16.75 

Southwest  4,260,433 5.6 7.0 (4,146) (420) 41,000 $17.54 

West  845,785 2.0 3.0 100 2,540 0 $20.07 

Totals/Averages  23,115,944 8.3 10.1 43,495 31,566 401,000 $16.58 

* L e a s e  r a t e s  a r e  q u o t e d  a s  w e i g h t e d  a v e r a g e  o f  a l l  N N N  l e a s e  a s k i n g  p r i c e s  p e r  s q .  f t .  p e r  y e a r

S o u r c e :  CBRE Research, Q2 2015.

Figure 2: Retail Market Statistics

8.2%. For the greater part of the last two years the 
retail market has maintained a vacancy rate no 
more than 10 basis points above or below 8.3%. 
Much of the reason for these flat vacancy rates is the 
lack of prime retail space available in the market. 
The quality spaces don’t typically spend a lot of time 
on the market, while the lesser quality or less 
desirable locations like midblock retail typically 
have high vacancies and struggle to find long term 
tenants. 

With so few quality spaces le! in the market, 
developers are taking notice and undertaking 
projects to either redevelop existing product or 
bring new product to the market. The Wilmot Plaza 
center at the northeast corner of Broadway 
Boulevard and Wilmot Road is a prime example of a 
shopping center redevelopment. Currently under 
renovations, the center has given one of the few 
existing original tenants a face li!, is adding a new 
50,000 sq. !. anchor tenant in Dick’s Sporting 

Goods, as well as plenty of new shop space for users 
in search of quality space in a prime market 
location. A new shopping center has begun 
construction for a 41,000 sq. !. anchor Wal-Mart 
Neighborhood Market at the southeast corner of 
Tucson Boulevard and Drexel Road, a location in the 
market that has been underserved by grocery store 
options. Plans for this shopping center call for 
additional shop space to follow a!er construction 
of the Wal-Mart, providing more future quality retail 
space for the market. While these developments are 
either in the middle of construction or are just 
beginning the first phases, one particular project is 
nearly complete and ready for consumers. The 
360,000 sq. !. Tucson Premium Outlets near 
Marana is due for completion in the next quarter, a 
project that could spur further residential and 
commercial development in the northwest Tucson 
submarket. 
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ECONOMY & UNEMPLOYMENT RATE

Arizona’s economy has continued on its slow 
growth path, posting a modest 1.9% growth in 
employment for 2014, which was just below the 
2.0% benchmark set by the Arizona Department of 
Administration and U.S. Bureau of Labor Statistics. 
While job gains have been on the rise, greater 
progress has been impeded by the modest housing 
recovery and federal fiscal drag. Last year’s job 
gains picked up steam in the second half of 2014 
and have carried momentum over to 2015 as 
unemployment rates for Arizona and Tucson have 
fallen to 6.0% and 5.1%, respectively. While 
Arizona continues to recover jobs lost during the 
Great Recession, there is still much work to be 
done before Arizona and Tucson reach pre-
recession levels. Arizona has recovered 78.1% of 
the jobs lost during the downturn and Tucson has 
recovered 52.1%, while the United States has not 
only replaced the jobs lost, but has also now added 
an additional 32.3% jobs since the peak before the 
Great Recession. 

One of the factors that have hindered Arizona’s 
employment growth this past year was federal 
fiscal drag, much of which stems from the federal 
sequester on government activity which began in 
2013 and is still in motion. These cuts have not 
only impacted growth in federal employment, but 
also in the private sector through reduced federal 
procurement and consumption of goods and 

services. Arizona federal government employment 
fell by 1.6% in 2013 and 1.8% in 2014, with Phoenix 
and Tucson both losing federal government jobs 
during this span. The decline has likely had a 
bigger e"ect on Tucson than Phoenix or the state, 
as we have a larger presence of federal government 
activity, both civilian and military. Tucson’s federal 
activity accounted for 7.7% of the economy’s GDP 
in 2012, compared to 1.9% for Phoenix, 3.9% for 
Arizona, and 3.8% for the U.S. 

Arizona’s economic outlook forecasts more slow 
growth as the end of the Great Recession continues 
in 2015, with job, population and income gains 
reporting below average growth when compared to 
the 30 years prior to the downturn. However, 
expected job gains in the state are forecasted to 
outpace the national average going forward. 
During the next three years Arizona is expected to 
add nearly 200,000 net new jobs, most of which will 
be in the service-providing sectors. Construction 
employment is forecast to pick up steam as the 
housing market begins a serious path to recovery, 
while manufacturing and government employment 
is expected to remain steady at the current rate. 
Over the next three years as employment rates drop 
and labor markets tighten, the local economy will 
experience a steady incline in wages per worker, 
which in turn will contribute to higher net 
migration and overall population gains.
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Figure 3: Unemployment Rate
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VACANCY RATE

The Tucson retail market vacancy rate ticked down 
slightly to 8.2% at the end of the second quarter. 
The retail market experienced moderate deal 
velocity in the second quarter, which helped the 
market recover from a first quarter that 
experienced multiple big box spaces being vacated. 

The submarkets that experienced a decrease in 
vacancy were as follows: Central with 9.3%, down 
from 10.1%, and the Southeast with 6.8%, down 
from 7.5%

Submarkets that exhibited an increase in vacancy 
in Q2 2015 are as follows: the Northeast recorded a 
vacancy of 11.5%, up from 10.9% last quarter; the 
Northwest was 9.3%, up slightly from 9.2%, and 
the Southwest was 5.6%, up from 5.5%. The West 
submarket recoded a flat quarter-over-quarter 
change in vacancy, holding a 2.0% vacancy rate.

ASKING RENTAL RATE

The Tucson retail market closed Q2 2015 with an 
average triple net asking rate of $16.58 per sq. !., a 
$0.32 per sq. !. decrease from last quarter. This is 
the first drop in asking rates since Q3 2014 when 
the rate experienced a similar drop, going from 
$16.79 in Q2 2014 to $16.50.

All but one submarket experienced a decrease in 
average asking triple net rental rates in Q2 2015: 
Central dropped to $15.42 per sq. !. from $15.70 
per sq. !., the Northeast reported $12.77 per sq. !., 
down from $12.80 per sq. !., the Northwest with 
$17.34 per sq. !., down from $18.06 per sq. !., the 
Southeast with $16.75 per sq. !., a penny drop 
from $16.76 per sq. !.; and the West submarket 
which fell to $20.07 per sq. !. from $20.67 per sq. !.

The lone submarket to experience an increase in 
average asking triple net rental rates was the 
Southwest, which rose to $17.54 per sq. !., a 
substantial increase from last quarter’s average 
asking rate of $16.75 per sq. !. 

Figure 4: Vacancy Rate

Figure 5: Asking Rental Rate
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Average Asking Lease Rates $16.58 Per Sq. Ft. Per Month
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NET ABSORPTION RATE

The Tucson retail market recorded 43,495 sq. !. of 
positive net absorption for Q2 2015. Q2 2015 has 
the retail market back on track a!er experiencing 
negative net absorption last quarter for the first 
time since Q1 2013. 

The submarkets to experience positive net 
absorption in the first quarter are as follows: 
Central with 39,697 sq. !., a substantial 
improvement from last quarter’s negative 51,080 
sq. !., the Southeast with 19,841 sq. !., beating last 
quarter’s output of 5,828 sq. !., and the West 
recorded an anemic 100 sq. !. of positive net 
absorption versus last quarter’s 2,440 sq. !.

The submarkets to record negative net absorption 
over the second quarter are as follows: the 
Northeast with negative 6,456 sq. !., down from 
last quarter’s negative 12,020 sq. !., the Northwest 
with negative 5,541 sq. !., down from last quarter’s 
positive 39,177 sq. !., and the Southwest with 
negative 4,146 sq. !., versus positive 3,726 sq. !. in 
Q1 2015. 

Figure 6: Net Absorption Rate

S o u r c e :  CBRE Research, Q2 2015.
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Figure 7: Key Transactions
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Size Sq. Ft. (±) Tenant Address

10,205 Tuesday Morning 6200-6270 E. Broadway Blvd. Tucson, AZ

8,400 Humana 8554 E. Broadway Blvd. Tucson, AZ

5,700 Humana 3902 E. Grant Rd. Tucson, AZ

5,000 AT&T 6351 E. Broadway Blvd. Tucson, AZ

4,000 Mattress Pro 5355 E. Broadway Blvd. Tucson, AZ
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Disclaimer: Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we have not 
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