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Tucson’s Investment Grade 
 
Let’s take a look at what Tucson features for national investors. Tucson has the large investment 
properties to offer. The largest transactions in the past decade have generally comprised of 
apartments, resorts, regional malls, power centers, and student housing projects.  
 
One of the largest investments occurring soon is the ‘gigabit’ service through CenturyLink. This 
is a fiber optic internet and data service that will begin on August 18, 2014. The service is aimed 
at small-to-medium-sized businesses and will initially be available at multi-tenant office 
buildings and surrounding areas. To name a few of the benefits of ‘gigabit’, the service allows 
for faster streaming, download speeds, and cloud services. This will likely attract new employers 
to the area given the advantage in communication and production of employees.   
 
Another recent investment is the Tucson Airport, which has already broken ground on the new 
FAA Air Traffic Control Tower. The tower is a $42 million federal investment. The new tower 
will be twice as tall as the existing one and will also include a base building and adjacent solar 
farm.  
 
The city has and will continue to reap benefits of the Regional Transportation Authority plan 
approved by Pima County voters in May of 2006. The roadway and transportation projects will 
occur over a 20-year span and cost taxpayers $2.1 billion. The project includes widening 
roadways, new overpasses, and the street-car. Many of the road widenings have already been 
completed as well as the street-car project, easing traffic commutes and improving quality of life 
for residents and employees.  
 
Downtown Tucson is currently going through a renaissance. The downtown began revitalization 
when Unisource decided to build their headquarters there in 2010. Since then, the streetcar has 
been completed, and the 4th Avenue underpass had undergone a major redevelopment with new 
sidewalks, bike lanes, and driving lanes. New developments in downtown include student 
housing projects, restaurants and bars, and a shared office space. Furthermore, there are plans for 
new hotels, a grocery store, office buildings, retail, restaurants/bars, apartments and housing. The 
downtown has been and will continue to evolve over the next decade.  
 



 

Large Real Estate Transactions 
 
The city has investment-grade properties that have and will continue to transact. Tucson’s 
property types that appeal most to investors include apartments, resorts, regional malls, power 
centers, and student housing projects. It is anticipated that more student housing projects will be 
sold over the next couple of years as compared to prior years. This market is currently 
experiencing a substantial boost with the new supply of student housing projects in the university 
and downtown areas.  
 
It is also noted that about a third of the large purchases shown in the table below occurred after 
the ‘big crash’ in 2008, with 11 sales in 2009 or later and 23 sales in 2008 or prior. The table 
below shows 34 transactions of $30+ million that have occurred since 2002. 
.  

Sale Cap Sale
No. Property Type Date Rate Price (millions)
1 La Paloma Resort Dec-07 N/A $310.0
2 La Paloma Resort Jan-12 N/A $245.8
3 8,900 AC Mining Site Dec-09 N/A $196.0
4 Tucson Mall Regional Mall Aug-11 8.33% $180.0
5 Tucson Spectrum Power Center Aug-12 6.93% $125.4
6 Foothills Mall Regional Mall Jun-06 N/A $98.3
7 El Con Mall Regional Mall May-14 N/A $81.7
8 El Conquistador Resort Dec-02 N/A $69.0
9 Oracle & Wetmore Power Center Jan-07 6.50% $65.8
10 District on 5th Student Housing Oct-12 6.30% $66.4
11 The Retreat Student Housing Oct-13 6.20% $61.9
12 Veranda at Ventana Apartment Oct-05 N/A $52.8
13 Pinnacle Heighs Apartment Dec-06 4.60% $44.4
14 Williams Center Tech Campus Office Jan-08 N/A $39.8
15 Coronado Villas Apartment Jun-06 4.81% $38.8
16 Sonterra Condominiums Apartment Sep-05 4.69% $37.4
17 I-10 & Marana - Mall site Land Jan-06 N/A $36.1
18 The Legends at La Paloma Apartment Jun-12 6.61% $35.2
19 The Retreat at Speedway Apartment Jul-07 5.40% $34.7
20 Finisterra Apartment Jul-08 6.83% $32.5
21 1 S. Church High Rise Office Feb-02 N/A $32.5
22 Campbell Plaza Power Center Dec-12 N/A $32.3
23 The Ranch at Star Pass Apartment Feb-05 N/A $32.3
24 Bear Canyon Apartment Jan-06 N/A $32.3
25 Texas Instruments Office Apr-11 7.88% $32.0
26 Centrepoint Apartment Dec-05 N/A $32.0
27 Double Tree Hotel Mar-07 8.00% $31.8
28 Westward Look Resort Feb-12 N/A $31.6
29 The Greens at Ventana Canyon Apartment May-05 N/A $31.4
30 Park Place Apartment Mar-06 5.60% $31.3
31 Westward Look Resort Dec-06 N/A $31.0
32 The Bridges/Sinclair Parcel Land Jun-05 N/A $30.7
33 The Overlook at Pusch Ridge Apartment Aug-06 5.60% $30.2
34 Bear Canyon Apartment Jan-06 N/A $30.0

* Source: CoStar Comps
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The resort/hotel market constitutes the largest dollar volume of the 34 sales, comprising of 31%, 
followed by 27% in the multi-family/student housing sector, and 25% in the retail sector. The 
land and office market are the smallest sections of the market at 11% and 5%, respectively. 
Below is a chart with a breakdown by property type. 
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Comparing Cities 
 
Next, let’s see how Tucson compares with other markets. On the following page is a table with 
the most populated metropolitan areas in the U.S. along with their population growth from 2000-
2010. Deriving a grade is largely subjective with some cities being more attractive than others 
from an investors stand point. For instance, cities that would be considered an ‘A’ market 
include New York City, Los Angeles, Chicago, Miami, and San Francisco. These cities have the 
infrastructure, a large population base, large workforce, and are attractive to national and 
international investors. There are many cities on the A/B fringe such as Philadelphia, Phoenix, 
Houston, Seattle, Dallas, and Atlanta. Investment grade ‘B’ cities include Indianapolis, Las 
Vegas, Oklahoma City, Portland, Austin, Denver, and San Diego. Investment grade ‘C’ cities is 
where Tucson would fall, as would Albuquerque, El Paso, Reno, Tampa Bay, and Raleigh. They 
are in this grade range since they have a smaller workforce base, smaller population, and are 
considered less attractive to national and international investors.   
 



 

2000-2010 Pop. Growth
City Metro Size (Annualized)

New York City, NY 22 million 0.20%
Los Angeles, CA 18 million 0.26%
Chicago, IL 9.7 million -0.69%
Washington D.C. 8.2 million 0.52%
Boston, MA 7.5 million 0.49%
San Franscisco, CA 7.2 million 0.37%
Dallas, TX 6.4 million 0.07%
Philadelphia, PA 6.3 million 0.03%
Houston, TX 5.6 million 0.73%
Miami, FL 5.5 million 1.00%
Atlanta, GA 5.5 million 0.09%
Phoenix, AZ 4 million 0.96%
Seattle, WA 3.8 million 0.80%
Cleveland, OH 3 million -1.70%
Denver, CO 3 million 0.82%
Tampa Bay, FL 2.7 million 1.10%
Baltimore, MA 2.7 million -0.46%
Pittsburgh, PA 2.5 million -8.60%
Charlotte, NC 2.2 million 3.60%
Indianapolis, IN 2 million 0.49%
Las Vegas, NV 2 million 2.20%
San Antonio, TX 2 million 1.60%
Portland, OR 2 million 1.00%
San Diego, CA 2 million 0.64%
Sacramento, CA 2 million 1.50%
Orlanda, FL 2 million 2.80%
Columbus, OH 2 million 1.10%
Austin, TX 1.9 million 3.70%
Oklahoma City, OK 1.3 million 1.50%
New Orleans, LA 1.2 mllion -2.90%
Raleigh, NC 1.2 million 4.60%
Salt Lake City, UT 1.1 million 0.26%
Honolulu, HI 1 million 0.51%
Tucson, AZ 1 million 1.90%
Tulsa, OK 1 million -0.02%
Albuquerque, NM 900k 2.20%
Omaha, NE 900K 0.69%
El Paso, TX 830k 2.20%
Boise, ID 600K 1.10%
Reno, NV 500K 2.50%
Anchorage, AK 400K 1.20%  

  



 

Wild Card Factors 
 
Davis-Monthan Airforce Base (DMAFB) is a mainstay of operations for the A-10 close-air 
support jet. The Airforce base will continue to operate and maintain the A-10 program through 
2015. The F-35 Joint Strike Fighter is expected to replace the A-10 in the near future but not at 
DMAFB. This could displace many jobs directly and indirectly. This uncertainty could be a 
factor on whether or not to invest in Tucson or at least where to invest within the city. Areas such 
as the downtown or northwest will probably be less impacted since they are geographically 
further away from the base while east and south Tucson may be greatly impacted. Properties and 
businesses that will be most impacted are retailers and restaurants, apartments, residences, and 
land near the base. 
 
Banner Health is another recent and substantial contributor to Tucson’s well-being. Banner 
Health has agreed to acquire two hospitals in Tucson and also make a $1 billion investment 
towards capital projects, academic investments, and other considerations to the University and 
Tucson area. Banner Health is the largest health system in Arizona and currently operates 16 
hospitals in Arizona. There are currently about 6,300 employees at the two hospitals.  
 
Conclusions  
 
Typically knowledgeable investors seek low-risk, stable assets with upside potential. Tucson is 
generally low-risk, stable, and has upside potential based on the revitalization of downtown and 
upgrading the infrastructure. If there was a queue of cities in line to ‘boom’ or at least attract 
larger investors and employers, Tucson would be near the top of the C category. Portland and 
Austin have recently undergone and are still undergoing a long period of revitalization and now 
it is Tucson’s turn. The politicians are becoming more cooperative and realize that growth is key 
to the quality of life and the success of the city.  
 
Currently, Tucson as a whole is a lower grade investment but is improving and taking the right 
steps. As shown from the large real estate transactions, Tucson appeals to investment grade 
investors and is anticipated to do even better in the future as downtown flourishes, the airport 
and infrastructure improves, and Davis Monthan Airforce Base and Banner Health stabilize.  
  
 


