Q4 2019

SUPPLY AND DEMAND
• The long-awaited GE headquarters came on line this
quarter in the Fort Point Channel neighborhood. The Abbey
Group began demolishing the former Flower Exchange in
the South End, while development continues at The Hub
on Causeway, Bulfinch Crossing, Winthrop Center, Amazon,
and MassMutual. Hines has secured construction financing
for its tower above South Station, with a groundbreaking
planned in Q1. Vertex’s recent lease at iSQ and Foundation’s
lease last quarter will keep the Seaport active. Add in the
projects that have submitted plans to the BPDA for review,
and the pipeline is filling up.

Q4 2019

BOSTON OVERVIEW
It was another healthy year in Boston. Absorption pushed 1.4
million SF, vacancies are their lowest since the dot-com era,
rents continue to march higher, and demand remains strong.
Our diverse economy is bolstering the market, and Boston
is still a top choice for investment capital, both foreign and
domestic.
Tenants with impending lease expirations still face a lack of
large-block availability. Construction has picked up to help
alleviate this challenge, but these projects are not due until
after 2020. The next 12–24 months should remain a landlords’
market, since the next wave of development is build-to-suit in
2021. That will not relieve the availability problem much.

7.9%

2.3M

vacancy rate

SF Class A 2019

13%

• Coworking and flexible office’s stratospheric growth,
largely driven by WeWork, has stopped. The total size of
coworking, flexible, and incubator space is more than 3.5
million SF between Boston and Cambridge. These spaces
make up a new food group, one that will be closely watched
in 2020. Recent deals have been led by MullenLowe,
Shell TechWorks, Klaviyo, and CarGurus. Active tenants
are coming from a variety of industries, including finance,
tech, and life science. But with coworking demand stalled,
aggregate demand has likely peaked for this cycle.
Some of the larger requirements include:
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Class A rent growth
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Statistics in the core submarkets are as follows:
YTD 2019
ABSORPTION

SUPPLY

Back Bay

13,424,652

4.5%

Class A

11,549,046

4.0%

462,111

Class B

1,875,606

7.5%

(162,625)

Financial District

34,192,584

8.7%

716,817

Class A

28,676,597

8.1%

1,350,181

299,486

Class B

5,823,157

12.8%

(633,364)

Seaport

11,715,924

13.2%

179,230

Class A

5,714,295

9.0%

382,881

Class B

6,111,629

14.9%

(203,651)

* includes sublease space
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MARKET SEGMENT

COLLIERS INTERNATIONAL

Highlighted transactions from this quarter include:
Back Bay

Financial District

Seaport

• Class A is starting to have its day after significantly
underperforming Class B in this cycle. B office rents are still
rising, by an impressive 10% over the past year, especially
given the weakness in absorption. But A rents have grown at
a more rapid 13% during the same time, and Class A should
continue to outperform in 2020.

1001 Boylston Street

CarGurus
Vertex Pharmaceuticals

6 Tide Street

Klaviyo

125 Summer Street

MullenLowe

2 Drydock

Shell TechWorks | 2 Drydock
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• Welcome to the world of $100 rents. Multiple deals in the Back
Bay have hit this mark, either on a gross basis, or when a
triple-net deal is grossed up. Both Class A and B rents are at
record highs, and we wouldn’t be surprised to see the $100
mark cresting downtown in 2020.

300K

Square Feet

ABSORPTION, VACANCY, AND FORECAST
• Class A is driving the Boston market, with vacancies at 6.7%,
the lowest since 2001. While overall absorption hit 1.4 million
SF, Class A posted 2.3 million SF of gains year-over-year.
Class B, meanwhile, was in the red to the tune of 900,000
SF. The spread between Class A and B rents narrowed, from
a nearly $17/SF premium in 2009 to closer to $11/SF in the
third quarter. This has made the rent calculus skew toward A
properties, and tenants have shown their preference for them
in leasing space. Class A posted more substantial rent gains
in the fourth quarter, bringing the spread back to about $13/
SF. The investment made in A properties with improved or
added amenities, plus the efficiencies allowed in the spaces
themselves, have made Class A properties the winner of late.

The spread between asking rents in various segments of the
market is depicted below:
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Forecast

$65-$75
Class A Mid Rise

$60-$65
Class A Low Rise

$45-$60
Class B

Transportation challenges are coming
to the forefront. Improvements to the T
in the form of new cars and the Green
Line Extension are coming in the near
future, but our congested highways
are a concern. With air-rights projects
over the Pike coming soon and a
potentially decade-long project to
realign the Pike in Allston, the trip
into the city will be a challenge. Does
this change tenant decisions? Will
certain submarkets benefit at others’
expense?

Forecast
| Vacancy & Absorption
FORECAST
VACANCY, SUPPLY AND ABSORPTION

$70-$115
Class A High Rise

LOOKING AHEAD…

Conditions are solid now, but later in
the forecast the risk of an economic
downturn will increase. Uncertainty
about timing and magnitude leads
us to use a conservative absorption
projection. The threat of supply
outpacing absorption usually increases
as the economic cycle moves forward,
putting upward pressure on vacancies;
however, they are not expected to
move much in the near future.

3,500

BOSTON

RENTAL RATES

South Station

• Development bears watching. Build-to-suit construction is a
large component of current building, but speculative projects
are gaining momentum. Numerous “shovel-ready” projects
could kick off, setting the market up for a delivery wave unlike
anything seen in decades. Roughly seven million SF of new
product could deliver between 2021 and 2023, a pace not seen
since the late 1980s. Developers, investors, and others should
watch the market closely, given the signs of broader economic
slowdown. Conditions are strong today, but a combination of
recession, heavy deliveries, and failing businesses could wreak
havoc on market fundamentals.

Vacancy

GREATER BOSTON MARKET VIEWPOINT
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OFFICE MARKET
• Office vacancies moved up during 2019. Aside from Akamai’s
new headquarters, absorption was in the red. However, rents
have never been higher.
• There is more sublease space than direct space in Alewife, a
phenomenon seen across Cambridge before this cycle. Direct
space vacancies in West Cambridge are low.

Q4 2019

CAMBRIDGE OVERVIEW
Cambridge finished the year strongly, with 675,000 SF of
absorption after new deliveries. Both Philips and Akamai
began moving into their new homes, driving strong absorption
at year-end. The tight market makes it challenging to compare
conditions simply by looking at statistics. Vacancies moved up
slightly from incredible lows, but demand was strong. Leaseup has been tremendous at Cambridge Discovery Park in
Alewife, Cambridge Crossing, and at MIT’s projects in Kendall.
As these projects come on line, absorption will follow.

4.7%

675K

vacancy rate

SF of positive

record high rents

absorption

Key statistics for the quarter include:
MARKET

SUPPLY SF
(000s)

VACANCY
RATE

ABSORPTION (000s)
Q4 2019

Total Cambridge

24,465

4.7%

675

11,725

7.3%

581

12,741

2.4%

94

CarGurus has announced plans to
move from Cambridge to an airrights project in Boston. This new
deal will consolidate its operations
and open up more office space for
other growing tenants in Cambridge.
LAB MARKET
• Conversions remain a focus of investors. Inventory grew during
the year without any new ground-up deliveries, although more
ground-up completions are on the way in the years ahead.
Overall vacancies barely moved in 2019. Space is hard to find,
and tenants are paying record rents. The high-water mark in
this cycle is a $136/SF triple-net renewal with a substantial TI
allowance.

A massive supply/demand mismatch
remains in the Cambridge market
today. This has driven new
development, but that space is largely
spoken for. The pipeline offers relief
in the future, but we are still years
away from any meaningful availability,
which is prompting new submarkets
to emerge outside of Cambridge.

Akamai HQ Campus
Kendall Sq/Cambridge, MA
Source: www.sasaki.com
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CAMBRIDGE

Highlighted active tenants and recent transactions are
shown in the tables below.
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100K

Lab Central

far off. Since Alewife is just a few stops away on the Red
Line, it might offer alternatives to East Cambridge firms
needing space. While Cambridge remains a global power in
life science R&D, new areas need to emerge to maintain this
competitive advantage because of Kendall’s limited growth
opportunities.

VELOCITY
East Cambridge

Alewife

Harvard Square

Thrive
Affinivax
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Sana
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LOOKING AHEAD…
• Alewife could be next in line for Cambridge’s surging
life science market growth. Across the train tracks from
Cambridgepark Drive, the properties off Concord Avenue
could be the next relief valve, and recent investment/
property turnover there suggests that redevelopment is not

Rent volatility is a real concern.
Cambridge does not impose strict
building limits, as, for example, San
Francisco does, but the severe supply/
demand imbalance here could very well
re-create the Bay Area’s rent volatility.
Today active tenants total four million
SF in the market, yet total office and
lab vacancy is just over 1.1 million SF.
In San Francisco, massive rent spikes
occur when tenant demand is soaring,
and development can’t be completed
fast enough to meet it. Rents come
back down to earth when conditions
soften, and such volatility may be
Cambridge’s future.
• Competition is emerging. The A Street Corridor in Boston,
Harvard’s planned expansion in Allston, and multiple
locations in Somerville are aiming to become the next “it”
location for life science. Cambridge will remain the core of
this industry and drive growth, but in the years ahead, it will
have far more competition than ever before.
GREATER BOSTON MARKET VIEWPOINT
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SUPPLY AND DEMAND

Q4 2019

SUBURBAN OVERVIEW
With vacancies at 16.3% — the lowest in nearly 20 years — the
suburbs go into 2020 in healthy shape overall. Rents continue
to rise, gaining 3.6% on the year. Nearly all submarkets
posted gains on the year, though two major exceptions, Route
128 South and Route 495 North, were unable to overcome
the departure of State Street and Eisai, respectively. Lab
conversions are front and center throughout the suburbs. This
market segment should continue its ascent in 2020.
Development, particularly of build-to-suits, is beginning to crop
up again. However, aside from close-in locations or Waltham,
it’s difficult to pencil out speculative development.

16.3%

600K

vacancy rate

3.6%
annual rent increase

SF Class B 2019
positive absorption

VACANCY
RATE

ABSORPTION
(000s)
Q4 2019

123,133

16.3%

234

6,880

14.6%

79

Route 128

67,750

14.4%

111

Route 495

45,611

19.8%

33

Worcester

2,892

9.5%

12

Suburban Boston
Inner Suburbs
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• The suburbs’ highly educated workforce is driving strong
demand from numerous industries and business categories.
The suburbs have long been dominated by technology
companies, but as technology has evolved, software as a
service (SaaS), 3-D printing, robotics, manufacturing, and
life sciences have become current and future drivers of the
market. Healthcare and medical as well as business services
remain key drivers in the market.

Rendering via DLJ Real Estate
Capital Partners/Leggat McCall

are provided below:
SUPPLY SF (000s)

• Life science has been a key driver across Greater Boston,
and the suburbs are no exception. Numerous properties are
either undergoing conversion to lab or are being made labready, creating new competitors throughout the marketplace
and more options for tenants. It takes time to have a fully
built-out lab, so today’s projects are still multiple quarters
away from housing today’s space-needy tenants.

Boynton Yards
Somerville, MA

Aggregate statistics for the office and lab market

MARKET/
SUBMARKETS

Somerville is positioning itself as a
life science market. DLJ and Leggat
McCall have broken ground on a
speculative lab building (289,000 SF)
at Boynton Yards, the first to go spec
in the area. Skanska and US2 are
gearing up to start on 175,000 SF of
lab space in Union Square, completing
roughly at the same time as the Green
Line Extension (GLX). Somerville’s
proximity to the knowledge centers
of Cambridge makes it an intriguing
choice for tenants, and the GLX will be
nothing short of transformative for this
city’s commercial real estate potential.

Some of the larger requirements include:

Alert Innovation

140K

• But the nearly 500,000 SF of absorption year-over-year
came primarily from a Class B-driven market. It posted more
than 600,000 SF of gains this year, while Class A aggregate
negative absorption was nearly 120,000 SF. This imbalance
appeared in rent growth too, sub-1% in Class A, but 5% in
Class B.

Abcam

100K

60K

Dicerna

60K

Transamerica

60K

Tepha

• The suburban markets continue to deal with large-scale vacant
blocks caused by space givebacks from Reebok, State Street,
Computershare, Eisai, Oracle, Sanofi, Philips, and others, while
upcoming losses from Puma and more fallout from Sanofi are
next. Sanofi has already sold two buildings in Framingham
and has vacated its lease at 1 Research Drive in Westborough.
These big blocks weigh on the market: of 16 blocks of available
suburban space, of at least 150,000 SF, half are larger than
200,000 SF.

LOOKING AHEAD…

Panera

40K

Some of the larger transactions during the quarter included:
Inner Suburbs

Route 128

SUBURBAN

development in the form of ground-up construction and
conversion are hot topics here. While the big move-outs from
State Street and Eisai caused the Route 128 South and Route
495 North markets to post negative absorption on the year,
overall nearly 500,000 SF of positive absorption was posted in
the suburbs in 2019.

Route 495

Worcester

• Traffic is a problem that we hear about daily from our clients.
Finding and attracting the right talent is critical to business
continuity and growth. While a definitive solution hasn’t
materialized, the challenge of congestion has. Whether more
tolling, increased gas taxes, congestion pricing, dedicated
bus lanes, or other myriad options ultimately come to pass,
alternatives are on the table. Tenant relocations out of Boston
have been limited to small firms, but some larger operations
are considering the move. Life science and tech have been
pushed out of Cambridge for years, but that hasn’t happened
yet in Boston. With substantial projects around the Mass Pike
coming up in the years ahead, some suburban flight could be
just around the corner.

Raytheon
Cadence Design Systems
Avnet
Akoya Bio
Workbar
10K

20K

30K

40K

50K

60K

70K

80K

90K

100K 110K

120K 140K

Square Feet

ABSORPTION, VACANCY, AND FORECAST
• Route 128 Mass Pike and Route 128 Northwest led the market
in 2019, with their major tenants from the strong and growing
base of life science, healthcare, and tech companies. Spec

Local firms such as TJX are set to fuel
new demand. The retail giant, bucking
national trends of retrenchment and
store cuts and thriving in today’s climate,
has purchased 550 Cochituate Road in
Framingham (450,000 SF), with plans
to occupy the space. This gives TJX
room to grow — the building is not fully
vacant — and anchors it in the Route
495 West market between Framingham
and Marlborough.
GREATER BOSTON MARKET VIEWPOINT
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Q4 2019

OFFICE/LAB

99 SUMMER STREET
BOSTON

CAPITAL MARKETS

BUYER: 		 NORTHWESTERN MUTUAL
LIFE INSURANCE COMPANY
(RECAPITALIZATION)

SALES AND HIGHLIGHTS

PRICE: 		 $198,000,000

• It’s a dogfight out there: Foreign capital is challenged by
domestic investors seeking trophy deals.

Recapitalizations are becoming
prevalent, allowing owners to
Boston properties as holds
hedging their bets and taking
capital off the table.

more
keep
while
some

PSF: 		 $725

OFFICE/LAB

99 CHAUNCY/101 SUMMER
BOSTON
BUYER: 		 ALDUWALIYA ASSET
MANAGEMENT LTD

• Multifamily sales demand remains very high, but it is
frustrated by a lack of inventory to buy.

PRICE: 		 $107,751,000

• Debt fund issuance is increasing, providing a new macro
source of capital.

PSF: 		 $674

• Agency allocations have been revised and green-lit,
injecting additional competitive capital into the market.
OFFICE/LAB

OFFICE/LAB

ARSENAL ON THE CHARLES
WATERTOWN

55 WHEELER STREET
CAMBRIDGE

BUYER: 		 ALEXANDRIA REAL
ESTATE EQUITIES

BUYER: 		 TOLL BROTHERS INC.

PRICE: 		 $526,000,000

PSF: 		 $339

PRICE: 		 $44,105,838

PSF: 		 $629

OFFICE/LAB

OFFICE/LAB
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1 MARINA PARK DRIVE
BOSTON

50 MINUTEMAN ROAD
ANDOVER

BUYER: 		 CLARION PARTNERS

BUYER: 		 CIM GROUP

PRICE: 		 $482,000,000

PRICE: 		 $36,500,000

PSF: 		 $980

PSF: 		 $235

COLLIERS INTERNATIONAL

INDUSTRIAL

OVERLOOK RIDGE APARTMENTS
MALDEN/REVERE

4 PROPERTY PORTFOLIO
WILMINGTON, PEABODY, FRANKLIN, AVON

BUYER: 		 ROCKPOINT GROUP

BUYER: 		 MARCUS PARTNERS INC.

PRICE: 		 $411,500,000

PRICE: 		 $85,250,000

$/UNIT: 		 $297,111

PSF: 		 $95

MULTI-FAMILY

INDUSTRIAL

HANOVER CAMBRIDGE PARK
88 CAMBRIDEPARK DRIVE

34 MARKET STREET
EVERETT

BUYER: 		 THE GUARDIAN LIFE INSURANCE
COMPANY OF AMERICA

BUYER: 		 THE DAVIS COMPANIES

PRICE: 		 $150,000,000

PSF: 		 $283

PRICE: 		 $28,500,000

PSF: 		 $590,551

RETAIL

CAPITAL MARKETS

MULTI-FAMILY

INDUSTRIAL

350 WASHINGTON STREET
BOSTON

12 FORGE PARKWAY
FRANKLIN

BUYER: 		 NUVEEN REAL ESTATE

BUYER: 		 AEW CAPITAL MANAGEMENT

PRICE: 		 $134,211,350

PRICE: 		 $20,050,000

PSF: 		 $895

PSF: 		 $84

RETAIL

INDUSTRIAL

WONDERLAND MARKETPLACE
151 VFW PARKWAY, REVERE

210 GROVE STREET
FRANKLIN

BUYER: 		 URBAN EDGE PROPERTIES

BUYER: 		 STAG INDUSTRIAL INC.

PRICE: 		 $24,100,000

PRICE: 		 $13,300,000

PSF: 		 $173

PSF: 		 $81

GREATER BOSTON MARKET VIEWPOINT
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WE ARE COLLIERS.
WE ARE GLOBAL GROUNDED INTEGRATED RESOURCEFUL
ACCOMPLISHED WE ARE
WE ARE GLOBAL.
With offices in 68 countries, Colliers International is armed with the talent and expertise to meet your needs and exceed your
expectations in virtually every major market worldwide.
The foundation of our service is the strength and depth of our specialists. Our clients depend on our ability to draw on years of direct
experience in their local market. Our professionals know their communities and the industry inside and out. Whether you are a local firm
or a global organization, we provide creative solutions for all your real estate needs.

WE ARE GROUNDED.
Despite our strong global connections, our local office is deeply rooted in Boston, tracing its history back to 1875 when we were founded
as Meredith & Grew. We have been directly involved in several of the major projects that have shaped Greater Boston as we see it today
and are as committed to the future of this City and market as we are invested in its past.
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A full service platform alone is not a differentiator, but cohesive,
multidisciplinary collaboration is. At Colliers, we advocate complete
transparency between our service lines, resulting in the maximum
benefit to you. When we can see the big picture from all service
angles, it uncovers and unlocks opportunities that would otherwise
remain hidden in a silo approach, and enables thoughtful and proactive
decision-making for you.

WE ARE RESOURCEFUL.
A deep bench of industry, geography, and subject matter specialists, combined with an unrivaled set of research and marketing
tools allows Colliers to take a fully client-centric approach. We staff projects with representatives and resources that will add the
most value to an assignment and ultimately accelerate your success.

WE ARE ACCOMPLISHED.
Colliers has been built upon a foundation of success, resulting from habitual good practices, overwhelmingly sound principles,
and a perpetual desire to improve. The launch of new disciplines over the years has purely resulted from our clients’ evolving
needs, and has proven successful as most repeat clients choose to leverage the broader Colliers service lines.

World of Colliers

COLLIERS INTERNATIONAL

WE ARE INTEGRATED.

2018 Year-End Stats

Revenue

Established in

(US$)

countries

$3.3B
Lease/sale transactions

69,000

68

Transaction value

Managing

(US$)

(square feet)

$127B

Assets Under Management

$26B+

2B

Comprised of

17,000+
professionals

All statistics are for 2018, are in U.S. dollars and include affiliates.

WE AT COLLIERS ARE ALL OF THIS AND MORE.
YOU ARE THE BENEFICIARY.
GREATER BOSTON MARKET VIEWPOINT
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MARKET SNAPSHOT
Q4 2019 STATISTICS | OFFICE & LAB / CLASS A & CLASS B
SQUARE FEET (SF)
SUPPLY

DIRECT SF
AVAILABLE

BOSTON

72,011,591

4,752,852

918,046

7.9%

Back Bay

13,424,652

336,012

262,457

Financial District

34,192,584

2,557,844

430,798

MARKET

Allston / Brighton

SUBLEASE SF
AVAILABLE

VACANCY*

CURRENT
ABSORPTION

YTD
ABSORPTION

132,125

1,358,842

4.5%

(29,555)

299,486

8.7%

209,720

716,817

962,443

0

0

0.0%

Charlestown

2,747,176

101,095

24,165

4.6%

(22,613)

(36,819)

Crosstown

1,251,320

34,453

0

2.8%

42,222

38,822

Fenway / Kenmore

4,257,995

71,077

0

1.7%

(56,101)

97,898

North Station

2,245,004

178,961

54,767

10.4%

9,516

(71,389)
179,230

Seaport

0

59,892

11,715,924

1,419,695

129,424

13.2%

(10,708)

South Station

1,214,493

53,715

16,435

5.8%

(10,356)

CAMBRIDGE

24,465,301

636,672

522,582

4.7%

2,755,614

181,353

185,084

13.3%

(33,971)

188,353

19,810,192

378,313

288,192

3.4%

715,769

411,482

Alewife Station/Route 2
East Cambridge
Harvard Square/Mass Ave

675,497

74,905
582,818

1,899,495

77,006

49,306

6.6%

(6,301)

123,133,461

17,777,319

2,306,947

16.3%

234,132

470,276

Inner Suburbs

6,880,404

919,263

83,260

14.6%

78,767

(131,899)

Route 128 North

7,418,401

874,099

49,414

12.4%

22,296

136,484

Route 128 Northwest

21,346,456

2,203,926

285,553

11.7%

112,200

513,599

Route 128 Mass Pike

22,421,308

2,988,525

605,190

16.0%

(59,929)

430,963

Route 128 South

16,563,533

2,295,304

484,341

16.8%

35,948

(473,634)

Route 495 North

21,075,418

4,361,200

348,189

22.3%

(4,248)

(276,610)

Route 495 West

21,308,920

3,607,104

394,673

18.8%

45,739

76,194

Route 495 South

3,227,097

307,373

3,356

9.6%

(8,996)

139,927

SUBURBS

Worcester
MARKET TOTALS

(17,017)

2,891,924

220,525

52,971

9.5%

12,355

55,252

219,610,353

23,166,843

3,747,575

12.3%

1,041,754

2,411,936

*Including sublease space

CONTACT:
Aaron Jodka
Director of Research
+1 617 330 8059
aaron.jodka@colliers.com

Dion Sorrentino
Research Analyst
+1 617 330 8148
dion.sorrentino@colliers.com

Colliers International | 160 Federal Street | Boston, MA 02110

FOLLOW US:
www.colliers.com

The information contained herein has been obtained from sources deemed reliable. While every reasonable effort has been made to ensure its accuracy, we cannot guarantee it. No responsibility is assumed for any
inaccuracies. Readers are encouraged to consult their professional advisors prior to acting on any of the material contained in this report. This publication is the copyrighted property of Colliers International and/or its
licensor(s). ©2020 Colliers International. All rights reserved.

