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I
n Lincoln Property Company’s previous market report, we 
characterized Q1 2020 as a “tale of two quarters,” regarding the 
sudden shift that occurred in the middle of March as COVID-19 began 

to spread across the US. In contrast to the dual narratives of Q1, the 
story for Q2 has been singular and revolves around a market coping 
with the economic and public health realities that come with a global 
pandemic. Stay-at-home orders have required thousands to abandon 
offices and work remotely. A shaky economy has forced tenants to pull 
back on leasing new space. Companies and landlords alike have had 
to radically rethink office space to accommodate social distancing and 
sanitation practices. A constantly changing public health crisis has led 
to deep uncertainty about where we are and where we are headed. A 
lack of real estate data points particularly from the rent and pricing side 
furthers this uncertainty. 

Fortunately, we have the start of some form of insight into how the 
virus has affected the economy and real estate. Unemployment rose 
sharply, hitting 16.3% for Massachusetts in May, a historical high. These 
layoffs trickled into the office space market where more than 800,000 
square feet of quarterly negative absorption was recorded across 
greater Boston. All major areas of eastern Massachusetts, including the 
City of Boston, Cambridge, 128 and 495 posted negative absorption. 
Deals did complete but most were renewals and expansions that 
typically began negotiations prior to COVID-19. Perhaps as notable 
as the absorption is the rise in sublet space. Tenants added roughly a 
million square feet of sublet space in the second quarter, representing 
3.4% of total inventory. Development too was affected as projects 
faced moratoriums on construction or reduced capacity for most of the 
quarter leading to essentially no deliveries for the quarter. 

While much of the data from Q2 seems dour, context is needed. 
Roughly half of the layoffs since COVID-19 began were in hospitality 
and retail, two non-office using sectors. Boston’s highly educated and 
tech-oriented labor pool has allowed many to work from home and 
prevent the same levels of disruption that other workers felt. Robust 
government assistance programs, like PPP and expanded Fed lending, 
helped prevent wide spread bankruptcies and perhaps the economy 
from going into free fall. In the face of this shift in the space markets, 
landlords have mostly held face rents the same as the previous 
quarter, instead choosing to increase tenant improvement allowances 
and free rent packages. The little data we have around real estate 
pricing indicates that sellers are generally sticking to pre-COVID levels. 
These facts all describe a quarter that wasn’t great but could have 
been much worse.

LOOKING FORWARD
As we look forward to the upcoming quarters, there are some signs 
of light at the end of the tunnel. The US gained roughly 4.5 million 
jobs in June, sending the national unemployment rate to 11.1%, down 
from a peak of 14.7%. Massachusetts began a Phase III reopening in 
July despite an increase in cases in other parts of the country. This 
economic reopening, coupled with factors like the return to work 
in the office and the ability for tenants to tour space, should send 
deal volume higher in the coming months. Construction is back up 
and running, allowing transformative projects and tenant build-outs 
to progress. A period of pricing discovery should give investors 
confidence on what values are and perhaps restart the investment 
sales market. But overall, this pandemic has created a renewed 
emphasis across the country on the research and development of life-
saving vaccines and treatments. This should only bode well for greater 
Boston - the country’s capital for medical advancement and research.
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A
n increase in sublet availabilities is the most notable 
phenomenon in the second quarter. Class A sublet space 
rose by 333,000 square feet and now represents 3.2% of 

the inventory. Most spaces added were small, with the average 
size being 9,700 square feet. Those users that have given 
back large blocks of space have been firms that service the 
hospitality or retail industry. To put this into perspective, three 
such companies, EZCater, Toast, and TripAdvisor, account 
for 44% of the new Class A sublease space. Sublet rents are 
worth watching. Many remain high and near pre-COVID levels. 
Though, if tenants begin to drop sublet rates, that will start 
putting pressure on direct space to do the same.

Overall deal volume was understandably low this quarter but 
some deals did go through. Rents for the few transactions 
that closed in Q2 were generally similar to pre-COVID levels 
but were aided by the addition of longer free rent periods or 
higher TI packages. 100 Summer has been among the most 
active assets in downtown Boston as of late. The building 
secured more than 67,000 square feet of sublet and direct 
deals from the likes of Bloomberg and Deutsche Bank.  New 
owner Rockpoint Group has also planned the conversion 
of 173,000 square feet on its lower floors into lab space. If 
the conversion goes through, it would be the first tower lab 
conversion downtown and perhaps spur a longer-term trend.

WeWork deserves watching now more than ever. After its 
failed IPO in 2019 and recent funding issues with SoftBank, 
the coworking giant appears particularly vulnerable to 
COVID-19. Communal working and common area amenities, 
once attractions for tenants, are now viewed as risks. Worse 
still, WeWork’s free rent is running out and the company is 
on the hook for $1.23 billion in rent payments throughout its 
leases. It’s important to note that there is room for coworking 
operators in a post-COVID world. With so much broader 
uncertainty, flexibility will be desired now more than ever and 
many operators who can offer short-term agreements may 
benefit.

DEAL HIGHLIGHTS

225 FRANKLIN STREET
SUBMARKET Financial District

TENANT DataRobot

SIZE 63,000 SF

100 HIGH STREET
SUBMARKET Financial District

TENANT Jones Day

SIZE 37,400 SF

100 SUMMER STREET
SUBMARKET Financial District

TENANT Duetsche Bank

SIZE 16,300 SF

175 FEDERAL STREET
SUBMARKET Financial District

TENANT Funnel

SIZE 16,200 SF
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DEAL HIGHLIGHTS

2 OLIVER STREET
SUBMARKET Financial District

TENANT Preservation of Affordable Housing

SIZE 19,300 SF

100 N WASHINGTON STREET
SUBMARKET North Station

TENANT 451 Agency

SIZE 16,000 SF

211 CONGRESS STREET
SUBMARKET Financial District

TENANT Solum Partners

SIZE 7,100 SF

15 BROAD STREET
SUBMARKET Financial District

TENANT Ramboll

SIZE 4,600 SF

W
ith most of the burden of COVID-19 falling on the less 
capitalized and smaller companies, Class B product 
was impacted comparatively harder than Class A in the 

second quarter. Vacancies rose to 8.5%, from 7.9% as more 
than 148,000 SF of negative absorption occurred. Tenants 
added an additional 230,000 square feet of sublet space, 
representing 2.4% of inventory. Despite this shift in space use, 
asking rents remained mostly the same with some declines 
registered in smaller suites. Though with tenant improvement 
allowances and free rent packages up, effective rents have 
fallen.

Many industry analysts have raised the possibility of COVID-19 
generating momentum away from the urban core and to the 
suburbs. There are reasons that this trend could emerge. 
The rent delta between Boston and the suburbs is as wide 
as it’s ever been, offering tenants cost savings. The suburbs 
do provide a way for employees to avoid public transit, an 
early casualty of COVID-19 (public transit use is down 50% 
in Massachusetts). Finally, elevator queues have emerged 
as a headache for tenants during the reopening, one not as 
prevalent in lower-slung suburban buildings. While some 
tenants are exploring the option of a suburban move there is 
not enough concrete evidence for a definitive trend for now.
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WINTHROP SQUARE

INNOVATION POINT

S
tress in the capital markets has threatened 
projects that were sure to break ground. Pressure 
on publicly traded real estate owners has forced 

many to pare back speculative construction. Boston 
Properties and Alexandria Real Estate Equities, for 
example, both announced reductions on speculative 
construction spending. It remains unclear how this will 
impact the two firms’ major Boston developments like 
ARE’s Innovation Point or BXP’s Back Bay Station. 

Other owners have made changes to projects 
underway. Millennium Partners, for example, scaled 
back the residential portion of its under-construction 
Winthrop Square project in a cost reduction measure. 
More changes to the pipeline are sure to come as 
office buildings adapt to COVID-19. This could take the 
form of added amenities, like handwashing stations or 
temperature screening, but it could alter core building 
elements like elevator capacity or common area design. 
No one knows how office buildings will fully adapt but 
the pipeline could provide us with a better idea.
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UNDER CONSTRUCTION
More than 3.6 million square feet of office space is 
underway in the City of Boston, near a two-decade 
high. With the City of Boston under a non-essential 
construction moratorium for almost two-thirds of 
the quarter, no projects delivered in Q2 2020. That 
moratorium, plus backlogs for existing work, will almost 
certainly push out when buildings underway will deliver. 
The peak year for deliveries was anticipated to be 2022 
but many projects could slide into 2023. 
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A
fter years of heavy activity, the investment sales market was quiet for the second quarter of 2020. The only 
transaction registered was Fidelity’s purchase of its headquarters at 245 Summer for $728.5 million, an 
option it exercised with its former landlord. Investment activity on the office front has broadly been quiet. 

Listings have been pulled from the market at the anticipation of less competitive bidding. Others that may have 
gone to market have postponed their sale. It’s challenging to get deals done particularly as lenders have pulled 
back on activity and parties haven’t been able to tour buildings. Though, activity could be on the horizon. Lab 
and industrial buildings have begun to hit the market as investors bet on their post-COVID tailwinds. Their 
arrival could signal office activity in the near future.

Investors looking for steep discounts on distressed assets have thus far been disappointed. Boston is largely 
owned by deep-pocketed and long-term holders, many of whom have the ability to avoid selling in a down 
market. Given the amount of capital out there seeking yield, those that do sell distressed may encounter fierce 
competition. All this means that sellers are generally sticking to pre-COVID pricing. But for now, there is so little 
deal activity that it is challenging to fully gauge pricing.

245 SUMMER STREET
PRICE $728. Million

PSF $817

BUYER Fidelity

ANCHOR TENANTS Fidelity
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Submarket RSF % Vacant % Sublease % Available Net Absorption - 
Direct Space 

12 Month 
Absorption 

Asking 
Rate 

TOTAL A&B  73,130,799 5.8% 2.9% 13.6%  (298,692)  (861,498)  $64.93 

Back Bay  14,740,757 1.6% 3.1% 8.3%  2,290  255,094  $65.39 

Charlestown  2,085,645 5.2% 2.7% 14.3%  8,792  (87,643)  $46.35 

Fenway  1,746,002 0.0% 5.2% 5.2% -  1,619  $56.16 

Financial District  35,300,782 6.3% 3.1% 16.5%  (290,706)  (507,582)  $67.26 

Midtown  1,873,878 2.7% 0.7% 4.1%  10,158  25,495  $54.23 

North Station  3,276,277 6.9% 2.9% 11.7%  (47,350)  (48,128)  $58.01 

Seaport  11,225,071 11.3% 2.7% 16.4%  23,012  (451,030)  $67.52 

South Station  2,882,387 5.4% 0.4% 6.4%  (4,891)  (49,323)  $57.46 

CLASS A  48,513,302 4.5% 3.2% 13.2%  (150,265)  (178,170)  $69.42 

Back Bay  10,976,761 1.0% 3.6% 7.5%  (5,479)  183,982  $69.18 

Charlestown  903,771 4.8% 4.8% 19.0%  8,792  (40,497)  $46.00 

Fenway  1,117,625 0.0% 8.2% 8.2% - -  $62.25 

Financial District  25,918,890 5.1% 3.4% 16.7%  (187,944)  (282,962)  $71.54 

Midtown  1,176,205 0.6% 0.0% 1.6%  10,158  46,574  $59.00 

North Station  1,820,733 4.6% 0.7% 5.3%  (6,000)  6,809  $61.88 

Seaport  5,244,451 10.7% 2.5% 16.1%  30,208  (58,774)  $72.50 

South Station  1,354,866 2.5% 0.0% 2.5% -  (33,302)  $59.75 

CLASS B  24,617,497 8.5% 2.3% 14.2%  (148,427)  (683,328)  $56.06 

Back Bay  3,763,996 3.3% 1.4% 10.8%  7,769  71,112  $54.37 

Charlestown  1,181,874 5.6% 1.1% 10.8% -  (47,146)  $46.63 

Fenway  628,377 0.1% 0.0% 0.1% -  1,619  $45.33 

Financial District  9,381,892 9.5% 2.3% 15.8%  (102,762)  (224,620)  $55.42 

Midtown  697,673 6.2% 2.0% 8.2% -  (21,079)  $46.20 

North Station  1,455,544 9.7% 5.7% 19.6%  (41,350)  (54,937)  $53.17 

Seaport  5,980,620 11.8% 2.9% 16.6%  (7,196)  (392,256)  $63.15 

South Station  1,527,521 8.1% 0.8% 9.9%  (4,891)  (16,021)  $55.43 
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VACANCY 

 5.8%

ABSORPTION 

  (298,692) SF

SUBLEASE 

 2.9%

CONSTRUCTION 

 3.6m SF

AVAILABILITY 

 13.6%

ASKING RATE 

  $64.93 

QUICK MARKET STATS

NORTH STATION
  $58.01/SF

MIDTOWN
 $54.23/SF

SOUTH STATION
 $57.46/SF

BACK BAY
 $65.39/SFFENWAY

 $56.16/SF

CHARLESTOWN
  $46.35/SF

SEAPORT
 $67.52/SF

FINANCIAL DISTRICT
 $67.26/SF
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If you have any questions regarding market conditions and the information found in this report, please contact Peter Conway.
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