
TWIN CITIES INVESTMENT SALES Source: Real Capital Analytics, Inc.  

PROPERTY TYPE 2017 SALES VOLUME 2018 SALES VOLUME PSF/UNIT
In Millions (Rolling 12 Month Total)

Multifamily $2,030.71 $1,789.29 $160,252.34

Industrial $844.91 $1,161.00 $70.50

Office $1,617.64 $1,796.06 $171.78

Retail $648.77 $744.04 $185.15

TOTAL $5,142.03 $5,490.39 $122.92

The story playing out in the investment sales market is one of consistency. More money has continued to enter the Twin 
Cities -- in some cases, from capital sources that didn’t even have Minneapolis-St. Paul on their radar a few years ago. And 
that capital is finding a home. The office, industrial and retail sectors all reported an increase in 2018 transaction volumes. 

Across all sectors, investors are attracted to the higher yields they can find here relative to other primary and coastal cities, 
along with a strong and diverse macro economy. The local economy has been humming along with low unemployment and 
job growth that is benefitting all property sectors with demand for multifamily and commercial space, as well as strong 
consumer spending that is supporting retail, restaurants and hotels. 

Generally, investors believe that the current commercial real estate market cycle is nearing the peak, yet there continues 
to be optimism in fundamentals that will likely sustain investment activity in 2019. Steady occupancies and rent growth are 
giving investors confidence in their buying decisions. The outlook for performance is further strengthened by the fact that 
there has been limited speculative development and property sectors have not been impacted by overbuilding. Multifamily 
has been the most active in terms of new construction, and a surge in new deliveries in 2018 and 2019 could create some 
softening within certain pockets. However, even with those isolated cases the Twin Cities apartment market is one of the 
tightest in the country with vacancies at 2.2%.

Both investors and lenders remain disciplined in underwriting. One of the biggest trends continues to be a shortage of 
buying opportunities. The one exception is multi-tenant retail, where the ample inventory of for-sale properties has been 
slow to move due to a lingering pricing gap and less aggressive bidding. The common theme across all property types 
is that investors have a voracious appetite for value-add assets, even as those opportunities have become increasingly 
difficult to find.

OFFICE BUYERS KEEP FOOT ON THE GAS
New capital sources entering the Twin Cities market in 2018 helped to drive sales activity higher, with transaction volume 
up from 2017. The spike in deal flow was aided by a larger inventory of properties hitting the market and a larger average 
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#1 Commercial Real Estate Brokerage Firm & Commercial Property Management Firm by Minneapolis/St Paul Business Journal

More than $2.3 billion annual transactions

85 brokers

30MSF of assets under management

Employs nearly 500 professionals

OFFICE SALE MARKET Source: Real Capital Analytics
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INDUSTRIAL SALE MARKET Source: Real Capital Analytics
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deal size. Capital remains keenly 
focused on the Minneapolis CBD. 
However, investors are expanding 
out to the suburbs in search of more 
attractive yields. Buyers continue to 
favor suburban hot spots with urban 
characteristics, such as the West End 
and I-494/France Ave. In the West 
End, the sale of the 1550 and 1600 
Towers closed in December. Although 
investors are showing a preference for 
value-add buying opportunities, there 
is still good interest for stabilized 
assets. 

INDUSTRIAL SALES RISE ALONG 
WITH FLEX ACTIVITY
More capital continues to be allocated 
to industrial properties, with strong 
demand for all product types. Sales 
activity jumped higher in 2018, with 
a 12-month rolling volume that is 
nearly twice that of 2017. The Twin 
Cities is benefitting from national 
industrial portfolio sales that have hit 
the market, including Blackstone’s 
acquisition of Gramercy, which 
included four Twin Cities metro 
properties. During the second half 
of 2018, there were about $13 billion 
in national industrial portfolios on 
the market, a number of which 
included assets in the Twin Cities. As 
those deals finalize and new owners 
recalibrate their holdings, it will spark 
more activity as some assets are sold 
off as smaller portfolios or even single 
property deals. 

Flex space that was a tough sell in 
the wake of the recession is back in 
vogue, with a resurgence in demand 
from both tenants and investors. 
Part of that trend is driven by leasing 
success in being able to pull tenants 
away from Class C office. Investors 
also are recognizing the opportunity 
to buy flex properties and reposition 
them as creative office. Pricing has 
been very strong for all types of 
industrial assets. Even in the midst of 
rising interest rates, cap rates have 
dropped for best in class assets. 
Flex and bulk warehouse both set 
new highwater marks for pricing in 
the second half, and in some cases, 
purchase prices are running 10 to 15% 
above replacement cost. 

MULTI-FAMILY SALE MARKET Source: Real Capital Analytics
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THE COMPASS REPORT
Copyright © 2019 Cushman & Wakefield. All rights reserved. 
The information contained within this report is gathered from 
multiple sources considered to be reliable. The information 
may contain errors or omissions and is presented without 
any warranty or representations as to its accuracy. It 
is our intent to provide the best possible information 
while leaving the reader the responsibility of further 
verification before using this report for business and/or 
financial decisions. The report was created by experts 
using Twin Cities commercial property data from 
2018. The Compass report includes information for 
multi-tenant office, industrial and retail projects 
greater than 20,000 SF and multifamily for-rent 
properties. Not included are owner occupied, 
government or single-tenant buildings. Not 
all information and insights we’ve collected 
can be published in any given issue.

ABOUT CUSHMAN & WAKEFIELD
Cushman & Wakefield (NYSE: CWK) is a leading global real estate services firm that delivers exceptional value for 

real estate occupiers and owners. Cushman & Wakefield is among the largest real estate services firms with 48,000 
employees in approximately 400 offices and 70 countries. In 2017, the firm had revenue of $6.9 billion across core 

services of property, facilities and project management, leasing, capital markets, valuation and other services. To learn 
more, visit www.cushmanwakefield.com or follow @CushWake on Twitter.

ABOUT THE MINNEAPOLIS-ST. PAUL OFFICE

#1 Commercial Real Estate Brokerage Firm & Commercial Property Management Firm by Minneapolis/St Paul Business Journal

More than $2.3 billion annual transactions

85 brokers

30MSF of assets under management

Employs nearly 500 professionals

RETAIL SALE MARKET Source: Real Capital Analytics
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OUT-OF-STATE BUYERS FUEL 
MULTIFAMILY SALES
Apartment sales continue to be white-
hot, with multifamily investment 
sales approaching $2 billion this year, 
including entity-level transactions, the 
fifth consecutive year with sales over 
$1 billion. Notably, Class A sales came 
roaring back after a relatively quiet 
year in 2017. Class A sales during 2018 
included 16 transactions totaling $620 
million as compared to just five Class 
A properties that traded a year ago. 
That spike in Class A sales is due to 
increased supply with recently built 
projects that have stabilized.

There continues to be a huge 
appetite for value-add assets, which 
is reflected in aggressive bidding on 
Class B and Class C assets. In fact, 
there is only a minimal pricing gap 
in the cap rates buyers are willing to 
pay for Class A, B or C assets. Cap 
rates on Class A assets range between 
5-5.5%, while buyers are paying 
record prices per unit and investing 
additional capital on Class B and C 
assets. The going cap rates on Class 
B and C value-add properties range 
between 5-6%.

RETAIL ACTIVITY SLOWS, BUT 
CONSUMER DEMAND IS HIGH
Retail sales were more subdued in 
2018, but transaction volume was 
buoyed by the GGP portfolio sale to 
Brookfield, which contained three 
properties in Minnesota, including 
Ridgedale Center in Minnetonka. 
There is still an appetite to acquire 
retail assets, but the sales market 
is feeling the effects of a pricing 

gap separating buyers and sellers. Both bidders and lenders have been more 
conservative in underwriting properties, which has resulted in a slightly softer 
investment sales market with fewer properties trading even amid ample supply. 
Lenders also have been more conservative with LTVs as interest rates have 
moved higher.  

Value-add deals are king for most retail investment opportunities. Buyers are 
looking for retail that has at least some type of value-add component, whether 
that is an opportunity to improve occupancy, change the tenant mix or increase 
density with new development. The challenge is that those value-add assets are 
increasingly difficult to find. One value-add opportunity set to hit the market in 
early 2019 will be Calhoun Square in Minneapolis.

OUTLOOK
Barring any unforeseen events or major geopolitical issues, the Twin Cities 
investment market is likely to maintain the same cruising altitude in 2019 with 
steady pricing and a similar volume of investment sales transactions.

One factor to watch in 2019 is what action the Fed takes on interest rates. As 
of December, the market had baked in three to four rate hikes over the next 12 
months. However, if the Fed decides to hold off on one of those hikes to calm 
some of the volatility on Wall Street, that pause could end up sparking more 
optimism in early 2019.
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