
Stability is the theme dominating the Twin Cities office market. Investors have traditionally been attracted to the Twin Cities 
due to the metro’s reputation as a steady performer with a diverse economy offering protection against the extreme highs and 
lows in market cycles. At this mature stage of the economic cycle, those qualities are desirable for owners and investors. 

Leasing activity has remained solid, with positive absorption of 416,389 sf during the second half of 2018. That pushed annual 
absorption for 2018 to nearly 600,000 sf. Broadly, fundamentals remain good – even great in some pockets of the metro – with 
steady improvement in both absorption and rental rates.

At year-end, there was an estimated 2.2 million sf of active leasing requirements in the market. That is not a big number for 
a 75 million sf office market, but it is typical of the new normal of more subdued growth that has been prevalent during the 
current economic expansion. Those leasing requirements include true growth from companies that are new to the market or 
expanding, as well as firms that are continuing to downsize or trade spaces as they relocate to new buildings or submarkets. 

Co-working providers continue to fuel demand for space. The Twin Cities is currently home to more than 30 co-working 
companies that are operating in leased and/or owned facilities. The top three providers – Regus, Novel Co-working and 
WeWork – account for more than half of the co-working market, which now totals nearly 1.1 million sf. Corporate users are 
exhibiting a growing demand for co-working space. For example, Syngenta will vacate 116,000 sf at Crest Ridge Corporate 
Center in Minnetonka when it moves about 200 workers to WeWork’s facility at Mozaic East in Minneapolis at the end of June. 
Another sign that co-working is evolving is that investors are starting to view co-working as an amenity that can help drive 
other leasing interest to their properties. 

Companies continue to invest in space as a means to attract talent in an extremely tight labor market. However, the traditional 
flight to quality that has driven tenant decisions in the past has been replaced by a flight to creative/unique space. Companies 
are searching for space that is interesting, and they are focused on creating a cool, modern environment for their employees. 
One of the notable aspects of this trend is that there is no one-size-fits all solution, and tenants are considering a broader 
geography and a wider range of property types, from Class A towers to single-story flex buildings or renovated warehouses.  

Twin Cities Maintains Steady Course
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Mpls CBD 114 27,408,114 5,310,145 19.4% 19.8% 99,100 421,765 520,865

Northeast 135 8,473,264 1,299,060 15.3% 16.7% 59,471 60,534 120,005

Northwest 37 2,298,471 284,744 12.4% 16.1% (11,692) 103,161 91,469

South/Airport 88 6,061,640 1,209,760 20.0% 20.4% (68,292) (178,523) (246,815)

Southwest 138 14,419,596 2,161,160 15.0% 16.4% 112,610 (73,474) 39,136

St. Paul CBD 38 6,631,571 1,333,390 20.1% 22.9% (111,994) 5,043 (106,951)

West 97 9,166,314 936,957 10.2% 10.5% 104,001 77,883 181,884

Total Market 647 74,458,970 12,535,216 16.8% 17.8% 183,204 416,389 599,593
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Industrial flex properties have emerged 
as a bigger competitor for office 
tenants. Flex buildings offer tenants an 
attractive creative office alternative with 
12-to-16 foot ceilings, abundant glass, 
opportunities for roll-up garage doors 
and outdoor patios, as well as generous 
space for features such as ping pong or 
billiards tables. Although flex rents are 
on the rise, they typically offer lower 
overall occupancy costs compared to 
Class A or B offices.

Another trend that has persisted 
through the current cycle is the 
emergence of hot and cold spots within 
submarkets. Some neighborhoods are 
thriving with high demand and rent 
growth, while other pockets of the same 
submarket are struggling. There are a 
variety of factors that elevate some of 
those top performers, whether it is a 
trendy vibe in the neighborhood, desirable amenities nearby, new multifamily or hotel development, or easy access. Some 
suburban submarkets have been especially challenged by corporate downsizing and/or relocation to new build-to-suit 
developments, as well as a surplus of commodity space. 

The Twin Cities office investment market continues to see excellent liquidity. National and international investment groups 
are attracted to the strong economy and higher yields relative to other U.S. metros. A majority of that capital is focused on 
assets in the Minneapolis CBD and suburban hot spots, such as the West End and I-494/France. Buyers continue to favor 
value-add assets, which are rare in the current market, and are willing to take on leasing risk given the Twin Cities’ strong 
underlying economic and property sector fundamentals. Several Minneapolis CBD properties are expected to trade in the 
first half of 2019, and new ownership groups are likely to invest significant capital into the market in the form of building 
renovations and repositioning.  

OUTLOOK
Absorption is expected to tick higher in the first half of 2019, with a forecast for 620,000 sf.

Demand for co-working space is expected to accelerate, particularly among corporate users.

Lines will continue blurring between Class A and B properties due to renovations and amenity upgrades, and building 
owners that invest in improvements will be rewarded with higher occupancy and rental rates.

The trade war and tariffs on building materials will likely continue to fuel higher construction costs until resolved.
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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 ABSORPTION, CONSTRUCTION & VACANCY Source: Cushman & Wakefield

• ABSORPTION   • CONSTRUCTION • VACANCY

5M

4M

3M

2M

1M

0M

(1M)

(2M)

(3M) 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

8%

16%

20%

4%

12%

0%

(4%)

(8%)

(10%)

S
Q

U
A

R
E

 F
E

E
T

(0.15)

0.33

(1.83)

(0.34)

0.52

0.010.00
0.48

0.00

0.97

0.02

0.62

0.00
0.27

0.00

0.98

0.17

19.6 19.2 17.4 16.0 15.6 17.0 16.815.9 19.9 18.0 16.6

0.63 0.60
0.300.30 0.31

ABOUT THE AUTHOR

WANT MORE MARKET INSIGHTS? READ THE FULL COMPASS REPORT AT COMPASS.CUSHWAKEMSP.COM 2

Navigating the Minneapolis-St. Paul Commercial Real Estate Market

3500 American Blvd W Suite 200
Minneapolis, MN 55431
952 831 1000 | cushmanwakefield.com

OFFICE MARKET


