
Forget the old saying that real estate is all about location, location, location. The catch phrase being repeated across the 
Twin Cities investment sales market these days is liquidity, liquidity, liquidity. 

There continues to be an ample supply of both debt and equity that has been feeding a steady stream of investment 
transactions across all property sectors. In fact, some view Minneapolis as one of the most liquid investment markets in 
the Midwest. Investors like the high employment and stability of the economy, solid real estate fundamentals and the 
attractive risk-adjusted returns relative to other metros. 

The investment sales market appears to be in a healthy equilibrium, which bodes well for a sustainable pace of sales 
activity in the near term. 

New investors entering the market are shifting the ownership base further away from local ownership, which is bringing 
a couple of big changes to the market. One, it is contributing to more deal flow with national and international owners 
with shorter time horizons, which leads to increased transaction volume. Two, the new ownership is bringing a different 
perspective that is changing accepted views on basis and market levels for rents and sale prices. New capital entering the 
marked has lifted rent expectations, and in many cases, also broken through previous resistance levels.

MULTIFAMILY BUYING SPREE CONTINUES
Multifamily remains one of the hottest segments of the investment sales market. Sales will surpass $1 billion for the sixth 
straight year with total transaction volume for 2019 at about $1.7 billion. Portfolio sales have slowed following a big year 
of such deals in 2018. However, there continues to be heavy bidding on Class B value-add suburban and well-located Class 
C properties. The market generated record high sale prices across the board in all classes during the second half of 2019. 
However, it appears that prices are now flattening on luxury Class A assets.

Liquidity, Healthy Equilibrium Bode Well for Sustained 
Investment Sales

TWIN CITIES INVESTMENT SALES Source: Real Capital Analytics

PROPERTY TYPE 2018 SALES VOLUME 2019 SALES VOLUME PSF/UNIT

In Millions (Rolling 12 Month Total) 2ND HALF 2019

Hotels  $228.80  $493.47 $109,833.47

Multifamily  $1,875.31  $1,694.55 $176,358.61

Industrial  $1,208.36  $1,378.10 $76.76

Office  $2,036.63  $1,700.88 $160.62

Retail  $992.17  $597.76 $201.64

TOTAL  $6,341.27  $5,864.76 $117.09

JANUARY 2020

Navigating the Minneapolis-St. Paul Commercial Real Estate Market

WANT MORE MARKET INSIGHTS? VISIT THE FULL COMPASS REPORT AT COMPASS.CUSHWAKEMSP.COM 1

INVESTMENT & CAPITAL MARKETS 

http://www.cushmanwakefield.com/
http://www.northmarqcompass.com/Pages/Home.aspx


OFFICE SALE MARKET Source: Real Capital Analytics
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INDUSTRIAL SALE MARKET Source: Real Capital Analytics
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MULTIFAMILY SALE MARKET Source: Real Capital Analytics
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LARGE ENTITY LEVEL DEALS IMPACT 
INDUSTRIAL MARKET
E-commerce continues to fuel 
investor appetite for industrial assets 
across the supply chain from large 
distribution and fulfillment centers 
to smaller in-fill locations that can 
accommodate last-mile delivery. 
Two major entity-level transactions 
announced in the second half will 
further alter the ownership landscape 
in the local market. Prologis has a 
pending deal to buy Liberty Property 
Trust, which includes 10 industrial 
assets in the Twin Cities totaling some 
2.4 million square feet (msf). Link also 
will increase its Twin Cities industrial 
holdings by approximately 2.8 msf 
as part of its acquisition of Colony 
Capital. Additionally, some high-profile 
industrial assets are expected to 
come to market in early 2020 that will 
further boost sales transaction volume 
in the coming year.

SUBURBAN OFFICE SALES SHINE IN 
SECOND HALF
Investors are not taking their foot 
off the gas on new acquisitions. 
Although sale closings were relatively 
quiet in the Minneapolis CBD during 
the second half, suburban office 
experienced robust sales activity. The 
market is demonstrating cap rate 
compressions for core and core-
plus suburban assets. Numerous 
high-profile assets including West 
End Office Park and AT&T Tower are 
currently being marketed. 

MEDICAL OFFICE BATTLES LOW 
INVENTORY
Medical office sales have been 
relatively quiet in the second half. 
Nationally, the inventory of for-sale 
properties is thin compared to the 
considerable amount of capital in the 
market that is looking to buy property, 
and the Minneapolis-St. Paul market is 
no exception. Owners are in no hurry 
to sell, and when assets do hit the 
market, they are attracting numerous 
bidders. The finite supply of for-sale 
properties is prompting buyers to 
expand the underwriting parameters. 
Some are willing to consider buildings 
that include a lower percentage of 
medical tenants, as well as buildings 
with medical related tenants. 
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THE COMPASS REPORT
Copyright © 2020 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 
2019. 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 
approximately 51,000 employees in 400 offices and 70 countries. In 2018, the firm had revenue of $8.2 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 by Minneapolis/St Paul Business Journal

More than $4 Billion in Annual Transaction Value 

80+ brokers

300+ properties managed

30MSF of assets under management

Employs nearly 500 professionals

RETAIL SALES DELIVER MIXED-BAG 
OF RESULTS
Most investors recognize that the sky 
is not falling in retail and are getting 
comfortable with the retail renaissance 
changing how people are experiencing 
retail. However, multi-tenant sales 
were subdued in 2019 due in part to 
low for-sale inventory. Owners were 
reluctant to bring assets to market 
amid the lingering bid-ask pricing 
gap. Uncertainty on who the winning 
bidder will be on the Cub Foods chain 
also created a dampening effect on 
grocery-anchored centers. Clarity 
on both issues is expected in 2020, 
which will likely unleash a fresh wave 
of for-sale listings in the coming year. 
Meanwhile, single-tenant NNN sales 
were a bright spot in retail sales with 
good pricing and transaction volume 
that outpaced that of 2018.

HOTEL BUYERS SEARCH FOR LATE-CYCLE OPPORTUNITIES
Investors continue to have capital to deploy for hotel assets. That being said, lenders remain fairly disciplined in 
underwriting hotel deals, and buyers are selective in the assets they want to acquire and the prices they are willing to pay 
at this stage in the cycle. Investors are not overly aggressive on bidding, because they don’t want to buy at the top of the 
market if there is a correction ahead. Those same factors are pushing some owners to list properties for sale, which has 
resulted in a slight disconnect between seller pricing expectations and where buyers – and lenders – are willing to go. 

OUTLOOK
Capital is very active, which is resulting in a very fluid investment sales market with plenty of fresh inventory.

For the first time in several years, the focus is not on rising interest rates heading into a new calendar year. The low rates 
are emboldening owners to take their time with sales. Availability of low-cost debt also is encouraging owners to consider 
refinancing or recapitalization strategies as attractive alternatives to an outright sale.

RETAIL SALE MARKET Source: Real Capital Analytics
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