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Cautious Users, Tight Supply of Larger Spaces Produce Dip in 
Absorption Figures
The industrial market took something of a breather in the first half of 2017 as absorption was well below expectations of 1.1 
million square feet (msf). At just 274,000 square feet (sf), there was evidence that rising labor costs and uncertainty about 
where we are in the economic and real estate cycles has resulted in users becoming more cautious about signing leases. 

Another culprit was lack of supply of high-quality buildings, prompting users to instead opt for single-tenant or built-to-suit 
properties, which are not tracked as absorption in the multi-tenant universe. 

Users are increasingly basing their location decisions on the cost and availability of labor. The arrival of Amazon.com in 
Shakopee has raised the bar on pay for warehouse employees, and users are increasingly taking local pay rates into account.

NORTHWEST SUBMARKET BUCKS THE TREND WITH STRONG DEMAND
The best performance was turned in by the Northwest submarket, where the office/warehouse sector in the more southern 
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274,000 SF
positive absorption

Vacancy = 8.5%
Up slightly

INDUSTRIAL ABSORPTION, CONSTRUCTION & VACANCY Source: Cushman & Wakefield NorthMarq

• ABSORPTION   • CONSTRUCTION • VACANCY

5M 20%

4M 16%

3M 12%

2M 8%

1M 4%

0 0

1M (4%)

2M (8%)

(3M)
(12%)

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 1H 17

S
Q

U
A

R
E

 F
E

E
T

2.52

0.27

1.92

1.00

0.35

1.88
2.23

0.27

1.01

3.67

2.27

1.72

0.890.881.04

(2.38)

0.04

(0.71)

0.00

0.61

0.00

0.30

15.2 16.1

10.6 9.4

8.2 8.5

11.8 12.0

16.4

12.8

9.5



3500 American Blvd W Suite 200
Minneapolis, MN 55431
952 831 1000 / info@cushwakenm.com
cushmanwakefield.com

CUSHMAN & WAKEFIELD
Cushman & Wakefield is a leading global real estate services firm that helps clients transform the 

way people work, shop, and live. The firm offers innovative solutions to its occupier and investor 
clients within the Minneapolis/St Paul region and around the world. A recognized leader in real 

estate research, the firm publishes a broad array of proprietary reports.

THE COMPASS REPORT
The report was created by experts using Twin Cities commercial property 
data from the first six months of 2017. The data used for this report has 
been obtained from sources which we deem reliable. While every effort 
has been made to report accurate data, Cushman & Wakefield cannot 
guarantee the accuracy of this market report. Furthermore, we cannot 
assume responsibility for any omission of data which may occur. It is 
our intent to provide the best possible information regarding the 
office, industrial, land, retail, multifamily and investment markets 
while leaving the reader the responsibility of further verification 
before using this report for business and/or financial decisions. 
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 volume.
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parts of the submarket—
cities such as Brooklyn 
Park, Maple Grove and 
Plymouth—boomed while 
the overbuilt bulk/warehouse 
concentration in Rogers 
remained lackluster.

The Northwest submarket 
continued its rally in the 
first half with 374,718 sf of 
absorption, leading all Twin Cities submarkets, as users signed a plethora of medium-size deals. New development was also 
evident in several cities—with the exception of Rogers—with some 330,000 sf coming on line from Scannell Properties and 
Industrial Equities. 

TIGHT SUPPLY, LACK OF OPTIONS STIFLE DEAL FLOW IN MOST SUBMARKETS
The story in most of the Twin Cities metro was a pronounced lack of availability of high-quality product, especially for users 
in the market looking for larger spaces. For instance, the Southwest submarket had no spaces available spaces for users of 
200,000 sf or more, while in the Southeast submarket the vacancy rate for bulk/warehouse stood at a miniscule 4.1%. This 
put a damper on multi-tenant absorption.

There is also little speculative multi-tenant new construction either ongoing or on the drawing boards. Developers were 
constrained by a lack of land positions within the metro’s core, and most tenants want to be as close to the urban core as 
possible. This is resulting in significantly more build-to-suit projects. 

OUTLOOK
•  Despite the first-half dip in absorption numbers due to a mixed economic picture and tight supply of large spaces, 1.05

msf of absorption is projected in the second half of 2017 as a significant number of
completed deals are included in the multi-tenant universe.

•  Demand for industrial product close to the urban core will likely continue, with the
beneficiaries mostly in the Northwest and Northeast submarkets, such as Northern
Stacks in Fridley and the various developers who have staked out positions in
Brooklyn Park and surrounding areas.

•  Build-to-suit projects will likely become an increasingly popular option for some
users who are willing to pay for high construction costs in order to obtain a modern
facility at a closer-in location. Approximately 877,000 sf in build-to-suit construction
is expected to be delivered in the second half of the year.

INDUSTRIAL VACANCY & ABSORPTION Source: Cushman & Wakefield NorthMarq

SUBMARKET TOTAL # OF 
BLDGS NRA VACANT 

SPACE
%

VACANT
% VACANT

W/SUBLEASE
1ST HALF 16 

ABSORPTION
2ND HALF 16 
ABSORPTION

1ST HALF 17
ABSORPTION

Northeast 388 33,150,504 2,462,730 7.4% 7.6% 708,462 397,548 (373,774)

Northwest 314 29,257,074 3,218,480 11.0% 12.6% (15,222) 144,562 374,718

Southeast 220 17,585,335 1,235,188 7.0% 7.3% 325,651 23,480 270,934

Southwest 298 25,829,654 2,096,584 8.1% 8.8% 327,303 365,176 1,850

Total Market 1,220 105,822,567 9,012,982 8.5% 9.2% 1,346,194 930,766 273,728
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MORE ONLINE:

•  Northern Stacks hits tenant-
demand sweet spot

•  Demand continues to exceed
supply in building sales

http://www.cushwakenm.com/Pages/index.html

