Popeyes Louisiana Kitchen
Restaurant Sold in Investment
Sale
TUCSON,

ARIZONA,

December

1,

2022 – Popeyes Louisiana Kitchen
at 1110 N Stone Ave in Tucson
sold as investment for $3.86
million ($1553 PSF) in a sale
leaseback transaction.
The 2,488 square-foot building was built in 2019 at the
northeast corner of Speedway and Stone Avenue on a .61 acre
site.
Property sold full leased to Popeyes on a 20 year triple net
lease, with 7.5% rental increased w=very five years and four
5-year option periods.
The buyer was Vista Property Holdings 2, LLC of Lakewood, CO
c/o William Meyers and the seller with Amin Dhanani of
Sugarland, TX.
Joseph Compagno and Benjamin Farthing with CBRE in Phoenix
handled the transaction.
For more information,
602.403.3783.

Compagno

To learn more, see RED Compo #10323.
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Brings
Net
Negative
Absorption for Multifamily
As homes become even more
unaffordable
with
rising
mortgage rates and resulting
crushed application volumes, you
might think that demand for
apartments would be screamingly
hot. And it is—or was until the
third quarter. The story coming out a Newmark report is
surprising, because it suggests a possible sea change in how
multifamily has been performing.
Following extraordinary property level fundamentals in
2021, quarterly absorption posted net negative demand of
82,035 units nationally in the third quarter of 2022,
during the historically active leasing months of July,
August and September, where absorption was negative.
Housing remains undersupplied, with a 400,000-unit
shortfall in 2021, when comparing single-family and
multifamily completions to new households established.
The lack of supply has resulted in an annual average
effective rent growth of 13.5% as of the third quarter
of 2022, 1,070 basis points above the long-term average.
Nationally, vacancies remain near historic lows of 3.1%
on a trailing 12-month basis; however, quarter-overquarter vacancies have risen 90 basis points as demand
has trailed off recently. The Class A and Class B
segments have suffered the most as of late, with 194 and
200 basis point declines, respectively, in year-overyear occupancy as of September.
The 30-year fixed-rate mortgage average rose to 6.7% in
the third quarter of 2022, increasing 122.6% year-overyear, further adding to the elevated cost of single-

family homes. As interest rates have climbed, mortgage
applications have fallen 65.3% year-over-year as of
September.
Multifamily loan origination volume year-to-date totaled
$228.8 billion, with a significant drop off in activity
since May 2022. Continued volatility in the debt
markets, the highest inflation in 40 years, sharp
interest rate increases and war in Ukraine have
materially impacted both investment sales and financing
markets in the third quarter of 2022.
While multifamily remains the most sought-out property
type, accounting for 41.7% of all US commercial real
estate year-to-date, sales volume in the third quarter
of 2022 declined 17.2% year-over-year, to $74.1 billion.
Compared with the first three quarters of 2021, sales
volume has increased 25.0% and deal size continues to
escalate.
Nominal cap rates increased 55 basis points quarterover-quarter according to Green Street Advisors;
however, transactional cap rates have continued to
compress in the third quarter of 2022, ticking down 4
basis points to 3.93% nationally. The sub-4% yield
remains problematic as debt costs have risen
substantially, and valuations between buyers and sellers
remain far apart.
What We Expect
After two consecutive quarters of negative net
absorption, the fourth quarter of 2022 is likely to see
positive absorption. Vacancy is expected to increase in
the coming quarters, as demand remains muted and
deliveries increase. Recently adjusted rental growth
projections for 2023 to 4.4% from 9.5%, partially based
on lower levels of demand, may be offset by persistent
inflation.
Single–family home purchases will remain prohibitive, as

substantially higher costs of borrowing is likely to
increase near term as the Federal Reserve tries to
combat inflation. Additionally, a potential contraction
in the economy, paired with recently announced layoffs,
will further sideline would–be buyers, even as prices
retreat. While a worsening economy will impact the
rental market, as well, fewer homebuyers means more
renters.
Market dislocation, combined with further rate hikes,
will materially impact investment sales and origination
volumes in the fourth quarter of 2022 and into 2023.
Nonetheless, the fourth quarter of 2022 should see a
host of transactions close that have been under contract
for an extended period, particularly those with pricing
adjustments.
Lagging markets such as New York and San Francisco that
have underperformed, given the severity of the pandemic
and subsequent COVID–19–related restrictions, should
experience above–average fundamentals as a rotation is
underway, with fast–growing markets, particularly
throughout the Sun Belt, set to normalize.
While the largest nontraded REITs remain
well–capitalized presently, a sharp decline in
fundraising and uptick in redemptions may result in
reduction in activity in the core and core–plus market
segments, where they’ve been the largest buyers over the
past few years.
Conversions from older vintage commercial properties to
multifamily will grow in the years ahead; however, it
will not be immediate. Though not all buildings will be
suitable for conversions, the largest cities with an
abundance of obsolete and/or commodity office product
are likely to see the most activity.
According to Green Street Advisors, pricing declined
9.0% quarter–over–quarter. Further erosion of asset
values is likely, as the market absorbs capital markets
uncertainty, further FOMC hikes and price discovery.

Additionally, cap rate expansion is highly likely in the
coming quarters. While NCREIF total returns remain
positive, returns have decelerated swiftly in the third
quarter of 2022 and likely could see further erosion,
like multifamily REITs have experienced.

The Economy Is Not in a Recession (Yet)
Consumer spending is still above the pre–pandemic trend,
though the rate of growth is rapidly decelerating.

The Economy Is Not in a Recession (Yet)
Jobs aren’t scarce, but labor is. There are 1.7 open positions
for every unemployed worker.

To read the full report click here.

Tucson Rent Report: December
2022 Median Rent Falls 0.6%
from last month
TUCSON, ARIZONA, December 1, 2022 — Currently, the overall
median rent in the city of Tucson stands at $1,246, after
falling 0.6% last month. Prices remain up 6.8% year-over-year.

Tucson Rental Stats

Tucson rents are down 0.6% month-over-month and up
6.8% year-over-year
The median rent in Tucson fell by 0.6% over the course of
November, and has now increased by a total of 6.8% over the
past 12 months. Tucson’s rent growth over the past year has
has outpaced both state (-0.3%) and national (4.6%) averages.

Tucson rent growth in 2022 pacing below last year
Eleven months into the year, rents in Tucson have risen 6.0%.
This is a slower rate of growth compared to what the city was
experiencing at this point last year: from January to November
2021 rents had increased 20.2%.

November rent growth in Tucson ranked #27 among
large U.S. cities
Tucson rents went down 0.6% in the past month, compared to the
national rate of -1.0%. Among the nation’s 100 largest cities,
this ranks #27. Similar monthly rent growth took place in
Anaheim, CA (-0.5%) and Miami, FL (-0.6%).

Month-over-Month Rent Growth Among 100 Largest
Cities
In
the
U.S.

Tucson is the #68 most expensive large city in the
U.S., with a median rent of $1,246
Citywide, the median rent currently stands at $985 for a 1bedroom apartment and $1,296 for a 2-bedroom. Across all
bedroom sizes (ie, the entire rental market), the median rent
is $1,246. That ranks #68 in the nation, among the country’s
100 largest cities.
For comparison, the median rent across the nation as a whole
is $1,163 for a 1-bedroom, $1,333 for a 2-bedroom, and $1,356
overall. The median rent in Tucson is 8.1% lower than the
national, and is similar to the prices you would find in Reno,
NV ($1,248) and Philadelphia, PA ($1,237).

Median Overall Rent Among 100 Largest Cities In
the U.S.

Methodology
Apartment List is committed to the accuracy and transparency
of our rent estimates. We begin with reliable median rent
statistics from the Census Bureau, then extrapolate them
forward to the current month using a growth rate calculated
from our listing data. In doing so, we use a same-unit
analysis similar to Case-Shiller’s approach, capturing
apartment transactions over time to provide an accurate
picture of rent growth in cities across the country. Our
approach corrects for the sample bias inherent in other
private sources, producing results that are much closer to
statistics published by the Census Bureau and HUD. For more
details, please see the Apartment List Rent Estimate

Methodology.

