
The State of  
Commercial  

Real Estate

IOWA

April 27, 2023



Agenda

Introduction03

Retail Overview14

Industrial Overview04

Multi-Family Overview18

Office Overview10

Capital Markets Overview22

Q&A28



Tyler Dingel

450 
completed commercial 
real estate transactions 

INTRODUCTION

$1B + 
transaction value over 
the past four years

Top 20% 
of overall CBRE 
producers nationally in 
2022

Our Team 2021 + 2022

$767M + 
Total Volume

$516.2M 
Investment Sales

$88.4M 
Retail

$50.2M 
Land

$62.4M 
Industrial/Flex

$31M 
Office



Industrial
Overview 



Vacancy Rate & Total Supply Industrial Completions & Demand
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Figure 2 
Vacancy rate & total supply

‒ The overall industrial vacancy rate increased 
by 10 basis points (bps) quarter-over-quarter 
but fell by 30 bps year-over-year in Q4 to 3.0%.

‒ Total supply increased by 2% year-over-year to 
18.3 billion sq. ft.

‒ Given the large amount of new construction 
underway, the vacancy rate may rise in coming 
quarters, although an expected slowdown in 
construction starts could lead to an 
undersupply of new space in 2024.

Source: CBRE Econometric Advisors, Q4 2022. 
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Figure 6
Industrial completions & demand

‒ Construction completions in Q4 increased by 
6.5% quarter-over-quarter and 7% year-over-
year to a quarterly record 134.5 million sq. ft. 

‒ Annual completions for 2022 totaled 445.8 
million sq. ft., 73% of which was occupied by 
year-end.

‒ The availability rate ticked up by 10 bps 
quarter-over-quarter to 4.8%, although it fell 
by 40 bps from a year ago. 

Source: CBRE Econometric Advisors, Q4 2022.
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Warehouse & Distribution Completions 
(SF) & Vacancy Rates

Warehouse & Distribution Statistics
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CBRE RESEARCH

FIGURE 2 : Warehouse & Distribution Completions (SF) & Vacancy Rate 

Modern Warehouse: Warehouses built in 1990 or later with 24’ or higher clear height 

Source: CBRE Research and Other Sources

FIGURE 3 : Construction Pipeline

FIGURE 5 : Under Construction (%) by Submarket (SF)  

Click Here for 
Interactive Map

CCoommpplleetteedd  CCoonnssttrruuccttiioonn

Total  
2,383,386 

SF

Under Construction Size (SF) Address City Submarket Delivery

I-80 Distribution Center 300,000 451 9th St NE Altoona Northeast Q1, 2023

Northridge        
(Building B & C)

350,000 4600 NE 14th St Des Moines Northeast Q1, 2023

Altus Commerce 
Center (Building C)

496,800 2600 20th Ave SW Altoona Northeast Q1, 2023

Chapman Distribution 
Center

200,494 SE Delaware Ave & SE Corporate Woods Dr Ankeny Ankeny Q1, 2023

Four Mile Distribution 
(South)

157,900 6910 SE Four Mile Ankeny Ankeny Q1, 2023

Center Pointe 
Warehouse

212,500 Interstate 80/35 & 100th St Urbandale Western Q2, 2023

Rider Logistics Center 
Phase 1

270,192 3901 SE Park Dr Grimes Western Q1,2023

Prairie Business Park IV 260,000 400 SE 41st St Grimes Western Q1, 2023

Legacy 3 at Legacy 
Park

135,500 1200 SE 19th St Grimes Western Q2, 2023

FIGURE 4 : 2022 Completions (SF)

Total 
2,076,207 

SF 

Two buildings were completed in Q4 2022 bringing the YTD number of completions to nine buildings totaling just under 2.1  million 
sq. ft. of space (Figure 4). A total of 1.4 million sq. ft. was delivered in the first half of 2022 and approximately 670,000 sq. ft. was 
delivered in the second half of 2022. As shown in Figure 2, YTD construction completions surpassed each of the previous five years 
(2017-2021) and is expected to increase again in 2023. 

UUnnddeerr  CCoonnssttrruuccttiioonn
Approximately 2.4 million sq. ft. of space remains under construction. As shown in Figure 5, projects under construction are located 
throughout the Metro with 48% taking place in the Northeast submarket. In addition, we anticipate that all 2.4 million sq. ft. of space 
will deliver in 2023 with multiple projects expected to deliver in the first half (Figure 3). 

As shown in Figure 4, Ankeny led all cities with 4 total deliveries in 2022 totaling 975,000 sq. ft. (47%) of total completions. Over 
500,000 sq. ft. of the newly delivered space remains vacant. Altoona ranked 2nd in completions with 2 properties being delivered 
totaling 595,000 sq. ft. (29%) of total completions. All 595,000 sq. ft. has been leased. Bondurant was 3d with 2 deliveries totaling 
391,000 sq. ft. (19%) of total completions with all 391,000 sq. ft. being leased.
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How does Des Moines Compare?

INDUSTRIAL OVERVIEW



Average Asking Rent Growth E-commerce Sales Projected to Reach 32% by 2032

9 CBRE RESEARCH © 2023 CBRE, INC.

FIGURES | INDUSTRIAL | Q4 2022

Figure 8
Average asking rent growth 
hits record

‒ Average net asking rent rose 3.2% quarter-
over-quarter and 13.0% year-over-year to 
$9.63 per sq. ft.

‒ With a record-low overall vacancy rate and 
continued strong demand, annual asking rent 
growth should remain robust for the 
foreseeable future.

Source: CBRE Econometric Advisors, Q4 2022.
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E-commerce Sales 
Projected to Reach 
32% by 2032

– As millennials and Gen Z 
become the major purchasing 
power in the coming years, 
online sales will continue to 
increase, reaching 32% by 2032. 

U.S. DEMAND DRIVERS
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Are These Rates Sustainable?

INDUSTRIAL OVERVIEW
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Anatomy of a Company’s Logistics Spend

LOGISTICS 
COSTS

Transportation 
Costs

Fixed Facility 
Costs

Variable Facility 
Costs

Inventory Carrying 
Costs

Other Related 
Costs

Metric P&L Line Items

• Inbound Transportation 
(sometimes part of COGS)

• Outbound Transportation
• Transfers

Sub-Items

• Customer Service
• Order management

• Returns & reverse logistics
• Administration

• Rent / lease
• Utilities
• Telecom
• Insurance

• Depreciation
• Interest
• Property tax
• Mgmt salaries

Cost Drivers

• Payroll
• Payroll taxes
• 401k plan
• Employee medical
• Contract / temporary labor

• Recruiting
• Employee morale
• Supplies
• Rental equipment
• Maintenance & repair

• Distance
• Cube
• Weight
• Volume
• Mode

• Location
• Size
• NNN Rate

• Clear height
• Floor thickness / flatness
• Construction type

• Volumes
• Processes & automation
• Productivity
• Number of FTEs

• Skills & scarcity
• Wage rates
• Operating days / hours

• Interest rates
• Order cycle times
• Sales 

• Cost of goods sold
• Capital costs
• Financing charges
• Inventory services cost

• Inventory risk cost such as 
shrinkage, pilferage, 
damages and obsolescence

• Customer call frequency
• Order channels
• Order mgmt software

• Return rates
• Customer share of return cost

%

45 – 70%

3 – 6%

15 – 25%

12 – 16%

7 – 12%

• Number of trips / shipments
• Physical attributes (frozen, refrigerated, 

ambient, haz mat, etc.)
• Rates, fuel, surcharges

Source: CBRE Supply Chain Consulting, November 2022.

Anatomy of A Company’s Logistic Spend

INDUSTRIAL OVERVIEW



If needing more space, how does your company 
plan to achieve expansion goals?

Confidential & Proprietary | © 2023 CBRE, Inc. 39

Note: Represents the top four choices. Respondents could select more than one answer. Percentages calculated as a proportion of total responses and therefore do not add up to 100%.

Source: CBRE U.S. Industrial & Logistics Occupier Survey, October 2022. 

LLeeaassee  oonn  ooppeenn  
mmaarrkkeett  ((sseeccoonndd--
hhaanndd  ffaacciilliittiieess))

66%
PPaarrttnneerr  wwiitthh  aa  
ddeevveellooppeerr  ttoo  lleeaassee  
bbuuiilldd--ttoo--ssuuiitt  ffaacciilliittiieess

44%
PPuurrcchhaassee  llaanndd  
aanndd  sseellff--ddeevveelloopp  
oowwnn  ffaacciilliittiieess

37%
OOppeerraattee  iinn  
ccuussttoommeerr--oowwnneedd  
ffaacciilliittiieess  ((33PPLLss))

31%

If needing more space, how does your company plan to achieve expansion goals? 

OCCUPIER PERSPECTIVE & OUTLOOK

INDUSTRIAL OVERVIEW



Office 
Overview



The Covid Effect
Office Occupancy Index vs Covid Cases U.S. Office Employment and Occupied Office Space

Confidential & Proprietary | © 2022 CBRE, Inc. 6

Office Utilization 
Reached New 
High Near 50%

U.S. OFFICE MARKET Office Occupancy Index vs COVID Cases

Source: Center for Disease Control and Prevention, Kastle Systems, January 2023. 

Occupancy is indexed (Feb 2020 = 100)

The barometer reflects swipes of 
Kastle access controls from the 
top 10 cities, averaged weekly. It 
summarizes recent weekday 
building access activity among 
business partners, not a national 
statistical sample. Percentages 
reflect user entries relative to a 
pre-COVID baseline.
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Structural Shift 
Emerges as Rise of 
Hybrid Drives 
Disconnect Between 
Job Growth and Space 
Demand

U.S. OFFICE MARKET

U.S. Office-Using Employment and Occupied Office Space

Source: CBRE EA, Q4 2022.

Indexed (2008 = 100)

• Historically, there was a strong 
positive relationship between 
office-using employment and 
office space demand. 

• The market has reached an 
inflection point. The rise in 
hybrid work has complicated the 
relationship between job growth 
and space demand.
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OFFICE OVERVIEW



Des Moines Market
Net Absorption and Vacancy Rates Total Sublease Availability (SF)
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FIGURES | OFFICE | Q4 2022

Note: Arrows indicate change from previous quarter.

Summary 

– Construction remains underway on Worldwide Logistics new headquarters in Urbandale at 
12400 Meredith Dr. The new development is 76,000 sq. ft. and expected to be completed 
Q2, 2023.

– Access Systems began construction on new headquarters in Waukee at 1055 SE Olsen Dr. 
The new development will be 30,000 sq. ft. and is expected to be completed summer of 
2023.

The Des Moines office market experienced positive absorption for the 2nd straight quarter. Four 
of the six submarkets recorded positive absorption quarter-over-quarter (Figure 2). However, 
there was only 15,000 sq. ft. of positive absorption in Q4. Overall net absorption for 2022 was 
negative 36,185 sq. ft. 

Overall vacancy rates remained largely flat quarter-over-quarter, only experiencing a decrease 
of 10 basis points (15.5% to 15.4%). The CBD submarket vacancy rate decreased 20 bps (18.1% 
to 17.9%) quarter-over-quarter and decreased 100 bps (18.9% to 17.9%) year-over-year.

Overall asking lease rates decreased by $0.10 quarter-over-quarter ($13.76 to $13.66 per sq. ft.) 
The highest asking lease rates in the market originate in the City of Waukee (part of the 
Western Suburbs submarket) with an average asking rate of $19.61 per sq. ft. 

FIGURES | OFFICE | Q4 2022

Numbers hold largely flat through 2022 with signs 
of increased tenant activity  

15.4%
Overall Vacancy

13.7%
Western Suburb Vacancy

17.9%
CBD Vacancy

(36,185)
2022 Overall Net Absorption (SF)

FIGURE 1: Net Absorption and Vacancy Rates

Source: CBRE Research and Other Sources

$13.66
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166,000
Under Construction (SF)

Q3 '20 Q4 '20 Q1 '21 Q2 '21 Q3 '21 Q4 '21 Q1 '22 Q2 '22 Q3 '22 Q4 '22

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

-375,000

-275,000

-175,000

-75,000

25,000

125,000

225,000

Va
ca

nc
y 

Ra
te

N
et

 A
bs

or
pt

io
n

Overall Net Absorption Western Suburbs Vacancy

CBD Vacancy Greater DSM Vacancy

‒ Although deal size (sq. ft.) is less than historical norms, the marketplace 
is witnessing increased tenant activity, especially in the suburban office 
markets.

‒ There will continue to be strong interest in boutique office buildings in 
fringe office markets surrounding the CBD core, including Gray’s Station, 
East Village, Market District, and the Grand/Ingersoll corridors.

‒ The competitive landscape for large users (25,000 sq. ft. or more) will 
remain ultra-competitive as there are an increased number of leasing 
opportunities for large office occupiers across the marketplace.

‒ Landlords will continue to work diligently to (a) reduce the scope of 
tenant improvements and/or (b) shift partial responsibility to tenants as 
construction costs continue to increase. 

OFFICE OVERVIEW



Supply and Demand
U.S. Office Supply and Demand Office Vacancy Rates
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Demand Slows in 
Second Half of 2022

U.S. OFFICE MARKET

U.S. Office Trends

• Net absorption of -5.9M SF in Q4, marked the first 
quarter of negative office demand since 21Q3. 

• With nearly 7 million sq. ft. of new office deliveries 
in Q4, supply outpaced demand.

U.S. Office Supply & Demand

Source: CBRE EA, Q4 2022.
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Downtown 
Vacancy Remains 
Above Suburban 
Rate

U.S. OFFICE MARKET

• The downtown vacancy rate increased by 20 
bps quarter-over-quarter to 17.6%, while the 
suburban vacancy rate increased by 30 bps to 
17.2%.

• Q4 2022 marked the third consecutive quarter 
with the downtown vacancy rate higher than 
the suburban rate. The downtown rate is now 7 
percentage points higher than in pre-pandemic 
Q1 2020, while the suburban rate is 4 
percentage points higher.  

Office Vacancy Rates

Source: CBRE EA, Q4 2022.
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OFFICE OVERVIEW
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Retail Inventory Effects 
Retail Space Availability

RETAIL OVERVIEW



Biggest Hurdle: Cost of ConstructionB I G G E S T  H U R D L E :  C O S T  O F  C O N S T R U C T I O N
Cost of construction materials has 
begun to decline, but remains an 
obstacle to retail development, as 
does competition for resources with 
the residential sector. 

B I G G E S T  H U R D L E :  C O S T  O F  C O N S T R U C T I O NB I G G E S T  H U R D L E :  C O S T  O F  C O N S T R U C T I O N

RETAIL OVERVIEW



Rents increase, but less than construction costs
Retail Space Absorption:  
Positive every quarter since Q4 2020, 75+ million SF in 2022

Rent Growth: 2.5% Average Year Over YearN E T  A B S O R P T I O N :  
P O S I T I V E  E V E R Y  Q U A R T E R  S I N C E  Q 4  2 0 2 0  - 7 5 +  M I L L I O N  S F  I N  2 0 2 2

R E N T  G R O W T H :  2 . 5 %  A V E R A G E  Y E A R - O V E R - Y E A R

RETAIL OVERVIEW



Multi-Family
Overview

Des Moines - IA

PREPARED BY

Tony Leshen

Property Research Analyst

Multi-Family Market Report



Prices up, cap rates down
Market sale price & transaction sale price per unitMARKET SALE PRICE & TRANSACTION SALE PRICE PER UNIT

MARKET CAP RATE & TRANSACTION CAP RATE

SALES VOLUME BY TRANSACTION TYPE

4/19/2023
© 2023 CoStar Group - Licensed to CBRE - 1257874

Page 4

Market cap rate & transaction cap rate

MARKET SALE PRICE & TRANSACTION SALE PRICE PER UNIT

MARKET CAP RATE & TRANSACTION CAP RATE

SALES VOLUME BY TRANSACTION TYPE

4/19/2023
© 2023 CoStar Group - Licensed to CBRE - 1257874
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MULTI-FAMILY OVERVIEW



Has the Market Found Equilibrium?
Cumulative sales volume by year

CAP RATE DISTRIBUTION PAST 12 MONTHSSALE PRICE PER UNIT DISTRIBUTION PAST 12 MONTHS

CAP RATE BY TRANSACTION TYPESALE PRICE PER UNIT BY TRANSACTION TYPE

SOLD UNITS AS % OF TOTAL UNITSCUMULATIVE SALES VOLUME BY YEAR

4/19/2023
© 2023 CoStar Group - Licensed to CBRE - 1257874

Page 5

Market cap rate market sale price per unit by 
location type by location typeMARKET CAP RATE BY LOCATION TYPEMARKET SALE PRICE PER UNIT BY LOCATION TYPE

MARKET CAP RATE BY STAR RATINGMARKET SALE PRICE PER UNIT BY STAR RATING

MARKET CAP RATE DISTRIBUTIONMARKET SALE PRICE PER UNIT DISTRIBUTION

4/19/2023
© 2023 CoStar Group - Licensed to CBRE - 1257874
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After a slight supply-induced increase in vacancies in
22Q1, strong demand curtailed vacancies back below
6% in 22Q2 for the first time since 2014. This strong
vacancy compression comes as overall construction
activity is trending at its lowest levels since 2013. The
combination of strong demand and limited new supply
has led to a sharp contraction in the vacancy rate, a
nearly 300-basis-point drop from early 2020 levels.

Current vacancies of 6.9% continue to trend at record
low levels for the market, but a slight uptick in deliveries
over the next four quarters is expected to see mild
softening of the vacancy rate in the near term. However,

long term projections forecast that these new additions
will have minimal impact, as vacancies are expected to
remain below 6% over the longer picture.

Demand for new, higher-end inventory been robust,
driving 4 & 5 Star vacancies to just 4.5% in 22Q2, the
lowest rate on record. Additionally, demand for larger unit
types has grown substantially, as well. While a variety of
reasons exist for this increased demand for larger unit
types, increased work-from-home trends and rising
rents have had significant impact on renter preference
over the past several months.

ABSORPTION, NET DELIVERIES & VACANCY

4/19/2023
© 2023 CoStar Group - Licensed to CBRE - 1257874

Page 3

Looking Ahead
Absorption, net deliveries & vacancy Daily asking rent per sf

Strong demand for new inventory and a dwindling pace
of new supply additions are causing rents to see some of
their largest annual gains on record as vacancies
compress and landlords have greater flexibility to push
rents. Annual rent growth reached a record 5.5% in
22Q2, well above pre-pandemic averages of below 2%.
Current annual rent growth of 3.7% remains in uncharted
territory for the market, well above the national average
of 2.2%.

Influenced by pandemic-related shifts in renter
preferences toward larger and more affordable units, rent
growth has been strongest in Des Moines' outer suburbs
and rural areas where large, garden-style apartment
communities with a higher concentration of larger unit

types are located. Most notably, Dallas County has led
the market in rent increases over the past year.

Meanwhile, submarkets closer to the urban core have
struggled to keep pace with this rate of growth due to a
combination of a higher concentration of smaller unit
types and robust inventory growth, which has resulted in
higher vacancy rates. This steady supply of new
inventory has put downward pressure on rents here,
influencing the comparatively weaker growth seen in
recent quarters. Looking ahead, rent growth is
anticipated to accelerate in these areas as the
construction pipeline shrinks and demand for smaller unit
types picks back up.

DAILY ASKING RENT PER SF

4/19/2023
© 2023 CoStar Group - Licensed to CBRE - 1257874
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Capital 
Markets 
Overview



Cap Rate Trends
U.S. Office Cap Rates U.S. Industrial Cap Rates

© 2023 MSCI Inc. All rights reserved. Data believed to be accurate but not guaranteed or warranted; subject to future revision. 1

US Industrial
Capital Trends YOY price change

Transaction volume

YOY volume change

February 2023

3.6%

$6.3b

-52%

Industrial deal volume fell in February, and while prices showed 
actual growth, the pace was well below the general rate of 
inflation. Volume did fall from a year earlier, but the pace is still 
elevated relative to historical trends. More than that, the pace 
was ahead of that for the apartment sector in the month.

The industrial sector has been playing second fiddle to the 
apartment sector over recent years, with apartments attracting 
more new investment capital. The $6.3b in industrial 
investment for the month surpassed the $4.8b of apartment 
volume. Apartment investment is cooling to such a degree that 
price declines for the sector were sharper than for any other 
sector in February.

Still, were it not for the take-private transaction involving the 
STORE Capital REIT in February, deal volume for the industrial 
sector would have stood at $4.8b, on par with the figure for the 
apartment sector for the month. So it is too early to say that the 
industrial sector is in the lead, but it does bear watching the 
relative positions in the coming months.

Price growth did decelerate for the industrial sector in February. 
The RCA CPPI for industrial properties was up 3.6% from a year 
earlier; in February of 2022 this figure climbed at a 26.4% year-
over-year pace, the strongest growth ever seen for industrial 
property prices. Looking at prices in a higher-frequency context, 
the deceleration is an outright decline. The annualized rate of 
change in prices in February from January indicates a 4.4% 
annual drop.

Cap rates have remained largely flat in recent months, 
averaging 5.3% in February on a 12-month trailing basis. 
Industrial cap rates have been close to this level since mid-
2022. It was then that interest rates began their sharpest 
increase and began to push up mortgage rates. Considering 
that by year-end 2022 commercial mortgage rates hit an 
average 6.3% level, investors buying industrial property must 
still be underwriting strong income growth moving forward to 
be able to make deals work at these still-low cap rates.

Trailing 12-month cap rates; volume YOY change truncated to 150%.

Monthly Transaction Volume and Pricing

Transaction Volume Summary

February 2023 Last 12 Months

Vol ($b) YOY Vol ($b) YOY

Industrial Total 6.3 -52% 141.7 -24%

Flex 0.9 -46% 31.1 -11%

Warehouse 5.4 -53% 110.7 -27%

Single Asset 4.4 -32% 92.1 -20%

Portfolio & Entity 1.9 -72% 49.7 -29%
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US Office
Capital Trends YOY price change

Transaction volume

YOY volume change

February 2023

-2.2%

$2.9b

-66%

How cheap is cheap enough? Prices fell for the office market 
in February, but clearly the decline in pricing was not enough 
to drive buyers to take on risks in the sector as deal volume 
fell at high double-digit rates. The challenges from a 
burgeoning debt market shake-up will add a new wrinkle to the 
market moving forward.

Volume for the month was down not just 66% from a year 
earlier, but also down 65% from the average pace set across 
each February in the five years before the Covid-19 pandemic. 
The fact that deal volume was back to about that average level 
in February of last year highlights the importance of capital 
market factors on the deal market.

The industry is still no closer to understanding the final level of 
office demand in the face of the work-from-home 
phenomenon. And yet even with those risks, investors jumped 
into the sector last year as the prospect of some yield in a low-
interest-rate environment sounded promising.

Deal volume fell at high double-digit rates from a year earlier 
for both suburban and CBD offices — down 65% and 69%, 
respectively. The decline for CBD offices was sharper relative 
to the five-year average from before the pandemic, falling 75% 
from that pace. Suburban offices were not shining examples 
of demand for investment assets either. Activity for suburban 
assets was down 60% from the pre-pandemic average.

Office prices are falling, though the declines are still not at the 
scale of the increases in the period of record low interest 
rates. The RCA CPPI for offices fell 2.2% from a year earlier in 
February. By contrast, office property price growth peaked at a 
13.3% annual pace back in October of 2021. Prices fell more 
for CBD offices in the month than for suburban offices, with a 
3.6% annual pace of decline versus only 1.5% for suburban.

Likewise, cap rates increased more for CBD offices from a 
year earlier than for suburban. CBD offices climbed 70 bps in 
February to hit an average 5.9%. Suburban cap rates were up 
only 10 bps at a 6.5% average.

Trailing 12-month cap rates; volume YOY change truncated to 150%.

Monthly Transaction Volume and Pricing

Transaction Volume Summary

February 2023 Last 12 Months

Vol ($b) YOY Vol ($b) YOY

Office Total 2.9 -66% 98.8 -37%

CBD 0.7 -69% 26.5 -46%

Sub 2.1 -65% 72.4 -34%

Single Asset 2.5 -67% 76.0 -35%

Portfolio & Entity 0.3 -54% 22.9 -45%
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US Retail
Capital Trends YOY price change

Transaction volume

YOY volume change

February 2023

-2.2%

$9.1b

36%

The retail property sector was the only one to post growth in deal 
activity for February. Not only growth, but the level of deal activity 
was also higher than that of any other sector for the month. 
Without a large, one-time entity-level deal, however, retail would 
have been in retreat in February like other sectors.

Were it not for the take-private transaction involving the STORE 
Capital REIT, deal volume for the retail sector would have stood 
at $2.0b in February. Such a level would have put the retail sector 
on par with the hotel sector for the month. Additionally, deal 
volume would have been down at a 70% pace from a year earlier, 
an acceleration of declines seen over the previous three months.

Again, stripping out the impact of the STORE Capital REIT 
transaction, volume was down 64% from a year earlier for shop 
space and 73% for shopping centers. The level of deal activity for 
shops fell below $1b for the month; the last time the market saw 
such low activity was in June of 2020.

Some element of the decline from last year was a function of an 
unusually strong period of growth in retail property sales early in 
2022. Consumers were spending in person again and as that 
pent up shopping demand hit the market, investors pursued 
properties as well. Relative to the average February over the five 
years before the pandemic however, individual property sales for 
this February were still 56% lower.

Retail prices are in retreat. The RCA CPPI for the retail sector fell 
at a 2.2% YOY pace in February. This change from a year ago 
masks a more recent steepening of price drops. The annualized 
rate of change in prices in February from January suggests an 
11.3% pace of decline.

Cap rates were on their way up in February, with the 12-month 
trailing average of retail standing at 6.4%, up from a low of 6.3% 
in midyear 2022. A 10 bps increase is not much, but with the 
trailing average increasing it does suggest stronger, more recent 
increases. Cap rates for shopping centers averaged 7.0% while 
those for shop space averaged 5.8%.

Trailing 12-month cap rates; volume YOY change truncated to 150%.

Monthly Transaction Volume and Pricing

Transaction Volume Summary

February 2023 Last 12 Months

Vol ($b) YOY Vol ($b) YOY

Retail Total 9.1 36% 88.2 -1%

Centers 1.3 -71% 56.3 9%

Shops 7.9 229% 31.8 -15%

Single Asset 2.0 -59% 64.9 0%

Portfolio & Entity 7.2 286% 23.3 -3%
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US Apartment
Capital Trends YOY price change

Transaction volume

YOY volume change

February 2023

-8.7%

$4.8b

-76%

Apartment deal volume and prices fell at a fast clip in February. 
Declines have been underway over a number of months now, but 
the scale of recent drops is starting to bring the pace of deal 
activity below normal levels.

For a time, the apartment sector was one of the only areas that 
seemed safe to commercial real estate investors. Deal volume 
surged well above the pre-pandemic levels over much of 2021 and 
2022 as the promise of steady yield in a low interest-rate 
environment was too appetizing for investors. Deal volume in 
February of this year was 54% lower than the average February in 
the five years before the pandemic.

The slowdown in deal activity has hit both garden apartments and 
mid/highrise assets, down 77% and 74% from a year earlier, 
respectively. These declines were an organic reflection of 
investors finding it to be more difficult to underwrite new 
acquisitions. It was not as if either major segment of the 
apartment market was simply responding to a one-time entity-
level event a year earlier. In a normal month when one sees a 
double-digit decline in deal volume, that sort of one-time event is 
usually the culprit.

Prices are adjusting downward to reflect changing financial 
realities in the apartment market. As shown on page 2 of this 
report, the average LTVs offered in the first mortgage position 
shrank in 2022 relative to 2021. Combine less debt availability 
with higher mortgage rates, and deals cannot pencil out the same 
way as a year earlier. With these changes, the RCA CPPI for the 
apartment sector fell 8.7% from a year earlier in February.

Cap rates are inching up after hitting record low levels in 2022. 
Cap rates for garden apartments reached a low of 4.7% in the 
second half of 2022, but with apartment mortgage rates surging 
to the 5.5% level by December of 2022, many deals simply would 
not pencil. Garden apartment cap rates averaged 4.8% over the 12 
months through February. The move for mid/highrise cap rates 
was similar, though has slightly more price impact given the lower 
levels. From a low of 4.5% in June of 2022, mid/highrise cap rates 
rose to 4.6% in February of this year.

Trailing 12-month cap rates; volume YOY change truncated to 150%.

Monthly Transaction Volume and Pricing

Transaction Volume Summary

February 2023 Last 12 Months

Vol ($b) YOY Vol ($b) YOY

Apartment Total 4.8 -76% 269.3 -28%

Garden 3.5 -77% 174.4 -29%

Mid/Highrise 1.4 -74% 94.8 -24%

Single Asset 4.2 -75% 196.5 -29%

Portfolio & Entity 0.6 -82% 72.7 -25%
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CBRE’s 2023 U.S. Investor Intentions Survey reveals subdued 
sentiment among commercial real estate investors. Nearly 60% of 
respondents expect to purchase less real estate in 2023, while only 
15% expect to purchase more. Almost half of respondents expect to 
decrease purchasing by more than 10%. Investors are also hesitant to 
sell assets as market pricing falls. Sixty percent say they will either 
sell less or not sell at all, while only 27% expect to sell the same 
amount as last year. 

Sentiment among lenders has soured as well. CBRE’s 2023 U.S. 
Lender Intentions Survey finds nearly 60% of respondents expect to 
decrease lending activity this year. However, just 10% plan to 
meaningfully reduce their allocation to real estate, while 67% said 
they will either maintain or increase capital availability for the sector. 

CBRE expects that the slowdown in investment and lending activity 
in the first half of the year will lower total investment volume in 2023 
by approximately 15% from 2022. However, as Federal Reserve policy 
and economic conditions become more predictable around midyear, 
we expect investment and lending activity to recover. 

FIGURE 1: Investors' purchasing activity expectations in 2023

Source: U.S. Investor Intentions Survey, CBRE Research, December 2022.

FIGURE 2: Lenders' origination activity expectations in 2023

Source: U.S. Lender Intentions Survey, CBRE Research, December 2022.
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FIGURE 3: Investors’ selling activity expectations in 2023

Source: U.S. Investor Intentions Survey, CBRE Research, December 2022.
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As Federal Reserve policy and 
economic conditions become 
more predictable around 
midyear, we expect investment 
and lending activity to recover. 
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Source: U.S. Investor Intentions Survey, CBRE Research, December 2022.
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Where are rates headed?
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The key considerations for buying and lending expectations this year 
are when inflation will peak and where interest rates will end up. 
About 50% of investors believe inflation will peak in Q1 or Q2, while 
35% believe it has already peaked. Along with high inflation, most 
investors expect higher borrowing costs. More than 70% of surveyed 
investors believe the 10-year Treasury rate will exceed 3.75% at year-
end 2023.

Lenders have a similar outlook on inflation, with 48% of those 
surveyed believing it will peak in Q1 or Q2 and 33% believing it has 
already peaked. Lenders also expect higher borrowing costs, but to a 
lesser degree than many investors. More than 50% of surveyed 
lenders believe the 10-year Treasury rate will exceed 3.75% by year-
end, while 43% believe it will finish the year between 3.00% and 
3.75%. 

Both investors and lenders highlighted rising interest rates as a key 
challenge for commercial real estate activity in 2023. Uncertainty 
about the direction of interest rates will limit real estate investment 
activity, particularly in the first half of the year. Nevertheless, CBRE 
believes that inflation and borrowing costs will not be as high as 
many investors and lenders expect. We forecast that the 10-year 
Treasury rate and inflation (CPI) will end the year at 3.2% and 4.0%, 
respectively. 

FIGURE 4: Investors' year-end 2023 10-year Treasury rate 
expectations

Source: U.S. Investor Intentions Survey, CBRE Research, December 2022.

FIGURE 5: Lenders' year-end 2023 10-year Treasury rate 
expectations

Source: U.S. Lender Intentions Survey, CBRE Research, December 2022.
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Multifamily remained the most sought-after property sector by 
investors and the second most by lenders. Apartments were the most 
popular multifamily subsector despite weakening fundamentals over 
recent quarters. Half of surveyed investors indicated they expect 
price discounts of between 10% and 30% for multifamily assets this 
year, while 34% said they expect discounts of less than 10%. Build-to-
rent and affordable housing were selected as desirable alternatives in 
the sector. 

Industrial & logistics was the most favored sector by lenders and the 
second most by investors. Modern logistics facilities in major markets 
were the preferred industrial subsector by investors. With continued 
strong industrial real estate fundamentals, the sector had the highest 
percentage of investors (14%) indicating that they would not expect 
price discounts. Investors named self-storage and data centers as 
their preferred alternatives in the sector.

Investors and lenders appeared pessimistic about the office sector. 
Only 10% of investors and no lenders selected office as a preferred 
property type. Less office usage since the COVID pandemic has 
caused higher vacancy rates and weakened the sector’s real estate 
fundamentals. More than half of investor respondents are expecting 
price discounts of 30% or more for Class A value-add office assets, 
while 25% are expecting discounts of more than 30% for stabilized 
Class A assets. While this is a difficult period for the office market, 
high-end Class A office assets are still performing relatively well.

The retail sector was most preferred by only 9% of surveyed 
investors and 16% of lenders. Grocery-anchored centers remained 
the most preferred retail subsector, while 78% said they would expect 
price discounts for shopping malls.

FIGURE 8: Investors’ property type preferences in 2023 

Source: U.S. Investor Intentions Survey, CBRE Research, December 2022.

FIGURE 9: Lenders’ property type preferences in 2023

Source: U.S. Lender Intentions Survey, CBRE Research, December 2022.
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Thank You!
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