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HISTORICALLY STRONG OFFICE  
AND LAB FUNDAMENTALS

Boston has established itself as one of the most desirable 
office markets in the country and arrives at this uncertain 
time in a position of strength. Continual job growth above 
the United States average, plus muted levels of supply 
relative to history, have fueled an impressive and consistent 
vacancy compression. Greater Boston’s office and lab 
market ended 2019 with its lowest direct vacancy rate in 
nearly two decades, standing at roughly 8.7%. This rate is 
310 basis points lower than its all-time historical average and 
nearly half of its peak rate in 2011. 

It is encouraging to note that Boston is in a significantly 
better position now than previous times when the economy 
faltered. Vacancies at their trough in 2008 were around 60 
basis points higher than they are today. While vacancies 
were lower during the late-90’s tech boom, there was rabid 
space banking and bubblish behavior which are not present 
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locally this cycle. Unlike those periods, there seemingly 
hasn’t been anything systemically wrong with the Boston 
economy or its real estate market this time around. In fact, 
with Boston’s emergence as a global tech hub, one could 
argue that it has been the center of what is right with the 
national economy. Given these factors, it seems highly 
unlikely to see conditions remotely mirroring what we saw in 
previously rough times for the economy.  

 QUALITY AND DIVERSITY OF TENANCY 

Boston will likely benefit in this uncertain period from a 
robust and diverse tenant base. Many of the major occupiers 
of space aren’t just your run-of-the-mill office tenant. Boston 
is a magnet for globally prominent companies, many of 
whom have the resources and sophistication to help cope 
with the impacts of this virus. Massachusetts supports 
the headquarters for over 16 Fortune 500 companies, 
and another 66 have a significant presence in the market. 
Fortune 500 companies occupy nearly 24 million square 
feet of office space, or almost 14% of the entire occupied 
office and lab stock in greater Boston. Further, these 
major users of space are in a diverse array of industries 
ranging from finance, retail, e-commerce, software, and 
pharmaceuticals. This solid base of companies, plus many 
that didn’t crack the top 500, should aid Boston’s office and 
life science markets. 
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The global spread of the COVID-19 virus has many across the real estate world deeply concerned. With news related to the virus 
seemingly changing each day or even hour, it is challenging for many investors to determine what the ramifications will be on their real 
estate portfolios. Many crucial questions, including how long this outbreak will last, how severe it will be, and how it will impact the 
economy, perhaps won’t be fully answered until months from now. Uncertainty seems to be the most apt way to describe the current 
environment. 

At Lincoln Property Company in Boston, we too sometimes become lost in the barrage of updates and analyses of the COVID-19 
outbreak. During this time of uncertainty, we want to remind our clients of some certainties of the Boston market that should provide 
a degree of confidence in the area’s economy and office and lab market. These factors, we believe, will help aid Boston in the coming 
months and position itself as an outperformer relative to the United States overall.
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 HEALTHCARE AS AN IMPORTANT  
AND STABLE SECTOR 

Boston’s many hospitals, research institutions, and 
biotechnology companies have long been on the cutting 
edge of treatment for a variety of illnesses and conditions. 
Now with COVID-19 as the main healthcare focus across the 
globe, many are on the front lines combating this disease.  

The list of Massachusetts based companies that have 
pivoted to focus on COVID-19 is long and filled with 
some of the area’s most prominent occupiers of lab and 
office space. Cambridge based Moderna Pharmaceuticals 
was one of the first companies to submit a COVID-19 
vaccine for testing. Takeda Pharmaceuticals, Biogen, 
and Alynlam Pharmaceuticals each are working on 
potential treatments for the disease. On the testing front, 
Marlborough based Hologic and Waltham based Thermo 
Fisher Scientific both have permission to distribute a 
COVID-19 test that can give results in hours. 
In addition to being a sector that is active in combating this 
illness, healthcare employment provides stability to the 
local economy. Above is annual employment growth for 
the health care and social assistance sector in the Boston 
metropolitan area. This sector has experienced growth 
essentially every year since the 1980s, even through some 
of the worst economic times in our country’s history. Not 
only does health care rarely ever contract, it employs more 
people in greater Boston than almost any other employment 
sector. Health care represents a full 18% of employment 
(around 440,000 workers) compared to 15.8% across the 
United States.

 LIMITED EXPOSURE TO THE  
HARDEST-HIT SECTORS 

While COVID-19 could disrupt industries across the 
spectrum, many of the most venerable aren’t major drivers 
of Boston’s economy. 

Boston’s economy has barely any direct employment in 
the energy sector. Falling oil prices, driven by geopolitical 
issues and a global slowdown in demand, have severely 
disrupted the energy sector. Yet, only .3% of Boston’s 
employment is in natural resources and mining, where most 
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energy companies fall, a fifth of the average across the 
United States.

Boston has less leisure and hospitality employment 
than average. Declining travel has certainly impacted the 
hospitality sector. While Boston is a leisure and business 
travel destination, leisure and hospitality as a percentage of 
employment is smaller than average. Leisure and hospitality 
represent only 12.3% of employment, 100 basis points lower 
than the national average. 

Boston is under concentrated in manufacturing. Given 
disruptions in the supply chain, procuring requisite industrial 
components or accessing global markets has become 
difficult for many manufacturers. Only about 175,000 people 
work in the manufacturing sector in Boston, equaling 7.1% of 
employment, compared to 10% across the United States.  

 THE ABILITY OF EMPLOYEES TO  
WORK FROM HOME

In an effort to promote social isolation, many employers 
across the nation have recently encouraged or outright 
mandated employees work from home. This disruption 
shouldn’t be discounted, as it prevents face to face 
collaboration and many jobs can’t be completed in a remote 
capacity. Though, there are some crucial sectors of Boston 
economy where the disruptions shouldn’t be as profound.

Software technology is one sector that likely won’t see 
significant disruption due to work from home policies. In 
addition to being a biotechnology hub, Boston is a software 
technology hub. Tasks for these employees, including 
writing code or providing customer support for a software 
product, can often be performed remotely with only a 
computer and a phone. According to the most recent US 
Census, many in this profession in Boston already worked 
at home prior to this virus spreading. In 2018, close to 11% 
of those in a professional, scientific, management field 
(where most software jobs fall) in Boston worked from 
home, more than double the overall average of 5.2%. 
Other sectors, particularly those in an information or a 
finance field, may also find a way to effectively work at home 
evidenced by their current higher than average work from 
home rates. As long as this doesn’t become a longer-term 
or systemic trend, many Boston based firms may still enjoy 
productivity from their workers during this period of social 
isolation
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At Lincoln Property Company we will continuously try 
to help clients with research related to the ongoing 
COVID-19 outbreak. Please feel free to contact us if you 
have any questions or would like further information. 


