
PRESIDENT’S LETTER CHAPTER LEADERSHIP 
We are winding down the year and the second half of 2017 seems as strong 
as the first half. I have completed my first year as the New England SIOR 
Chapter President and I can report that the Chapter is in strong financial 
status. We have admitted new members and corporate sponsors into our 
chapter. The Chapter Board has done a fine job to keep this organization 
alive and I would like to thank them for their assistance.  

In the meantime, there has been unrest with the October 31st terrorist attack 
in NYC but that event did not seem to rattle the stock market or the 
country’s morale. Interest rates still remain affordable but are slightly rising. 
The President has announced Jerome Powell as the new Federal Reserve 
Chairman. Janet Yellen surprisingly announced on Nov. 20th that she was 
submitting her resignation to terminate her role on the Reserve Board as 
soon as Powell is sworn in.  

And yet the stock market keeps rising. In our September edition I noted that 
on August 2, the Dow was at 22,015. It is now 23,358, up another 6% and 
rising. The S&P 500 through Oct. 31 is up 16.7%. Morningstar tracks real 
estate funds and interesting Global Real Estate is only up 9.9% through Oct. 
31 while all real estate is only up 3.7%. Crude Oil on August 2nd was $49.50 per 
barrel and the week of Thanksgiving it had risen to $56.68 per barrel or 
14.51%. Is inflation far behind?  

At our October SIOR Chicago Fall Conference, we were told that there is 
another 2 years left in the tank on this economy. Time will tell. There seems 
to be a shortage in the Boston market for large office space and in the 
suburbs for any large distribution space. Industrial as become the hottest 
asset to invest. Build-to-suits seem to be the best alternative. We know that 
there is an undersupply of housing. Will Amazon select Boston as its next 
headquarters? How will the new Everett casino development affect Boston? 
Can the Boston Celtics keep up their extraordinary winning? 2018 may 
provide those answers. 

Please feel free to send me any suggestions or news during the year for this 
newsletter.  
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October 3 - Robert W.  Holmes Scholarship Night 

The New England Chapter of SIOR held its annual Robert W. Holmes Scholarship Night at 

Brae Burn Country Club, Newton, MA on October 3, 2017. This evening event was held jointly 

with the MIT Center for Real Estate. The New England Chapter has teamed up with MIT Real 

Estate offering tuition scholarships to elite and worthy students at the MIT Center for Real 

Estate. The New England Chapter also extends a $2,000 scholarship to an “up and coming” 

Boston area commercial real estate broker. The $2,000 can be used towards an SIOR 

national designation course or towards an SIOR national convention.  

 

The New England Chapter President Tim Brodigan of Colliers and the Head of Industry 

Relations, MIT, Steve Weikal have worked together. This year’s sponsor was Vantage 

Builders and President John Connor. Thank you to Vantage and to Bob Cleary for the use of his club.  

There were approximately 30 attendees including the Global President of SIOR, Del Markward. Del started the evening introductions stressing that 

although SIOR has a global initiative, the Society has not forgotten its chapters. Two years 

ago, the Society developed a Strategic Initiative to include strengthening the SIOR brand 

and developing leadership roles. He recently attended the annual Budget & Finance meeting 

and there will be more investments made in the branding of SIOR. SIOR has also been 

receiving notable exposure such as the ringing of the bell on Wall Street. Wearing the SIOR 

pin is another way of exposing the organization and now there is a new pin logo. It can lead 

to more transactions.  

Thirty (30%) percent of the membership are not involved with the Society but there is an 

obligation to still give value to this quiet sector. Currently there are 3,160 members and we 

are expanding. The former Candidate Program will be revamped to modify the old program. 

Currently to be an SIOR, a broker has to have a specific number of years in the industry prior to taking any of the SIOR education. That policy will 

change so that if you graduated from college then you can take the SIOR courses within one year of graduation without any deadlines. There is a 

push to attract more college and high school students.  

ProLogis, a major SIOR sponsor, wants more gender and racial diversity within SIOR, to attract more candidates and develop more mentoring. The 

challenge is the program name “Candidate Program.” Attracting older, veteran pratitioners 

do not like the name “Candidate Program” and tend to stay away. Other program names 

are being considered.  

There was also an appointed Education Task Force to review the direction of SIOR 

education. They decided to expand SIOR education in its offering to college students. There 

was also a recommendation to research partnering with IREM, NAIOP and CCIM on joint 

conferences and education.  

After Del spoke, Tim Brodigan, Chapter President, then discussed the evolution of the 

scholarship night. It has been three years since the New England SIOR Chapter teamed with 

MIT on a scholarship program. Tim, Don Mancini and Steve Weikal had met a few years ago 



to discuss an arrangement. Steve is now a regular speaker at SIOR national conventions. Tim and 

Steve then announced this year’s recipient, Ms. Stephanie Zhou. Stephanie has worked at JLL 

since 2011 in various roles. She holds a BA from China and holds a Masters in Construction 

Development. She is now pursuing another Masters in Real Estate from MIT. She is the Class of 

2018 and has had a great deal of working experience with Boston area commercial real estate 

brokers.  She was congratulated and she offered her appreciation of the scholarship.  

Tim then described the New England Chapter Scholarship Award. The scholarship is in its 11th year 

and named after Bob Holmes a former Chapter President and consummate real estate veteran. 

The award is to emulate his strong moral compass, ethics, real estate knowledge and thrust for 

continued education. This year’s recipient has all of these traits. The recipient has over 7 years in commercial real estate and has participated in 

many SIOR chapter events, golf outings and meetings. He has been active in the Worcester County commercial real estate market and serves on the 

Worcester Board of Directors of Young Businessmen’s Association. He is a graduate of Boston College. He is a Vice-President at Kelleher and 

Sadowsky and works with Don Mancini. The recipient is Jim Cozza. Jim thanked the chapter for the award. He said that he wanted to earn the SIOR 

designation but it wasn’t about solely earning the SIOR pin. He wanted to be involved in leadership roles. He thanked the chapter and Don Mancini 

as his mentor.   

November 17 - REILLY AND NAHIGIAN SPEAK AT CBA BREAKFAST: LOGISTICS AND SUPPLY CHAIN 

Chuck Reilly and Rob Nahigian of the NE SIOR Chapter were invited speakers at Boston’s CBA Breakfast Education Event on “The New World of 

Logistics-Supply Chain Site Selection: Is Boston Ready?” on Friday, November 17, 2017. The event was held at Atlantic Wharf, 290 Congress Street in 

Boston. Rob Nahigian of Auburndale Realty served as the moderator for this industrial program. Chuck Reilly of Dacon Construction was one of the 

panelists. Two other panelists also included Lisa Wieland, Port Director of Massport and Jennifer Tanner, Manager of Industrial Development, CSX. 

Rob began the program with his overview of the supply chain world from a 50,000 feet viewpoint. He discussed the issues shipping from Shanghai 

to Your Shelf. He discussed how cargo ships have become larger forcing west coast deliveries rather than east coast deliveries. The Panama Canal 

was not adequately wide nor had the depth to handle cargo ships over 10,000 TEUs. A third canal was thus constructed to attract larger ships and 

more business. Rob stated that the east coast ports however did not have the port depth or bridge clearance to handle the ships if they arrived. The 

discussion focused on site selection decisions by distribution companies and port of entry. He discussed how transportation comprises 55-60% of 

supply chain costs.  

Lisa Wieland then covered the Boston Harbor facts and figures and how shipping trade 

routes play a major factor in port and coast decisions. She positioned Boston as a 

regional market server that was not attempting to compete with Charleston or 

Savannah. Boston has become a nice alternative to the traffic burden of NJ/NY port.  

Jennifer spoke about partnering with CSX as a Class 1 rail and doing business with Class 2 

and Class 3 rail companies. She discussed limitations with bridge clearance, federal 

regulations and how CSX spends billions each year on rail maintenance.  

Chuck finished the program on the internal building automations that help to lower 

distribution costs. Such innovation with conveyors, the use of the KIVA robot, Locus and 

Fetch were all highlighted. Chuck had case studies from Dacon of UPS/Pratt Whitney in 

NH, FedEx Ground in Natick and Wilmington, MA and Gordon Food Service. Then Rob 

introduced mathematical formulas used in site selection and the Kepner-Tregoe model. 

Ultimately rent may not be the deciding factor in a building decision.  

October 3 - Robert W.  Holmes Scholarship Night, Continued 

Chuck Reilly, Lisa Wieland, Jennifer Tanner and Rob Nahigian 



SIOR FALL CONFERENCE CHICAGO - NATIONAL TRENDS 

The Society of Industrial and Office Realtors (SIOR) held its fall World Conference at the Palmer 
House in Chicago in October. On Thursday, October 26, 2017, Amy Cuddy was the opening 
speaker. Social psychologist Amy Cuddy is a professor at Harvard Business School and Harvard 
School of Public Health, New York Times best-selling author, and Young Global Leader at the 
World Economic Forum. Focusing on the power of nonverbal behavior, prejudice and 
stereotyping, the delicate balance of trustworthiness and strength, and the ways in which people 
can affect their own thoughts, feelings, and behaviors, she teaches people how to become more 
present, influential, and satisfied in their professional and personal lives. 
 
But Cuddy wasn't supposed to become a successful scientist. In fact, she wasn't even supposed 
to finish her undergraduate degree. In her second year of college, Amy suffered a serious 
traumatic brain injury after being ejected from a car in a high-speed crash, and doctors said she 
would struggle to finish school. However, she went on to complete a bachelor's degree magna 
cum laude, albeit four years later than her high school classmates, at the University of Colorado, 

and then a Master of Arts and a Ph.D. at Princeton University. Her topic was on Behavorial Science and how the real estate practitioner 
can benefit.  

 

Her opening question was “what are your biggest challenges at work?” In her own survey, she mentioned that one CEO said it was 
about making presentations. He was making investment venture presentations to raise capital. One of his presentations was to a group 
that he was quite doubtful of his own ability to be successful. He envisioned this group as a threat and as predators. He shut down right 
before the presentation and couldn’t deliver the pitch. He was flustered and the presentation did not go well. He did not raise the 
capital. The regret of this failing presentation carried with this CEO until his next presentation.  

 

Amy stated that if you go into a meeting with dread then you already dead. Your body is already shutting down. You can’t focus on 
questions because you are too involved with old problems. So how can you mentor and help young brokers? When we feel present in 
the moment is when we feel safe. Being authentic and being our best self will occur when we feel safe. People love confidence but 
hate arrogance. It’s okay to be confident. Confidence is a safe place and allows us to be at our best. Arrogance says to people that “I 
don’t want to be challenged.” Confidence allows an openness and welcomes people to challenge you. Challenge will make you better. 
72% of people think that if you look someone in their eyes, it is a way to see if they are lying. But actually, experts want to listen to 
“leaks” to see if someone is lying. We aren’t good at giving leaks and matching body emotions.  

 

Presence begets presence to create the most trust. We are too busy on our cell phones when people are talking to us. We need to ask 
people to put their phones down.  

What gets us to creating presence and trust? When we lye to ourselves then we only think we 
are lying to ourselves and not to other people. We all look for a sense of power. A sense of 
power activates thoughts, feelings and behavior. When you feel powerful then you are most 
likely to act.  

 

A test was conducted by a researcher in which he had a group of people take a calculation 
test. The group was split into 2 rooms. The first group was in a room in which a fan was 

intentionally blowing into their faces while they were taking the test. The other group had no fans blowing in their faces. The 
calculation test results were not material to the researcher. The research was to discover who would let the fan blow in their faces and 
who would actually get up, take control and turn it off. Some of the group members did not seize the power to turn it off. They did not 
do well on the calculation test. Others turned off the fan.  

 

Those who take control also live longer and are healthier. It’s the activation of the approach system. Powerless leads to inhibition and 

Amy Cuddy 

Feelings     Thoughts 

 

         Sense of Power 

 

Behavior   Physiology 
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we avoid opportunities because it’s threatening to us. We then fail and fight, flee or faint. Your body and mind are constantly 
conversing. Powerful walkers have wider strides while weaker people walk with smaller strides and arms close to the body. Having an 
expansive posture makes a difference.  

 

In sports, winning athletes cross the finish line or score a goal with arms wide 
open and mouths open. It’s a power stance. Losing athletes tend to crouch and 
go into the fetal position. Fans of losing teams will cover their faces. People 
wrap themselves when they lose or end in 2nd place. They become submissive. 
Dogs have their tails between their legs or cow down. We tend to shrink. But 
we also expand our bodies when we feel powerful. The biggest challenges are 
related to what we are doing prior to the actual challenge. In sports, football 
players huddle and get fired up before a game. In New Zealand the greatest 
rugby team (All Blacks is the team name) perform the Haka which is the Kawhia 
Maori chant. It is quite intimidating to opposing teams. Google Haka and you 
will find the All Blacks rugby team perform this striking pre-game ritual. 
However according to the All Black team, the Haka is not meant to be 
intimidating when they perform this ritual. It is meant to prepare themselves 
for competition. Most times they perform the Haka in private and not out on 
the field. It is to get the team into a winning thinking mode. In the end, the 
Expansive Position = Approach System that is triggered.  

 

Dr. Cuddy’s final takeaways were to be positive, have expansive poses prior to any challenge. It is proven that being positive does make 
a difference and you will present well to clients.  

SIOR NE Members Attending the Conference 

SIOR FALL CONFERENCE CHICAGO - NATIONAL TRENDS, Continued 

The New England SIOR Chapter with NAIOP MA held its annual End of the Year Commercial Real Estate Market Forecast on November 29, 

2017 at the Westin Hotel in Boston.   The keynote speaker was Barry Bluestone, Professor of Public Policy, Northeastern University/Senior 

Fellow, The Boston Foundation. He begin the program by providing a snapshot of the economy and its impact on the local real estate 

market. A panel of Greater Boston's leading real estate experts then presented an analysis of the Massachusetts commercial sectors, with a 

special focus on office, industrial and capital markets. Panelists discussed the drivers and fundamentals behind 2017 statistics, including 

emerging trends in specific markets, new growth areas and a general outlook for the future. Over 420 commercial real estate practitioners 

attended. The speakers included: 

Moderator 

David Begelfer (Moderator), CEO, NAIOP Massachusetts 

 

Economic Overview 

Barry Bluestone, Professor of Public Policy, Northeastern University/Senior Fellow, The Boston Foundation 

 

Panelists 

Ben Sayles, (Capital Markets), Director, HFF 

Molly Heath (Cambridge), Executive Vice President, JLL 

John Carroll (Suburbs), Executive Vice President, Colliers International 

Ron Perry (Downtown), Principal, Avison Young 

JR McDonald (Industrial), Executive Managing Director, Newmark Knight Frank 



Here is a quick summary from a panel of experts of the relevant points as it relates to 

2017 and 2018.  

Professor Barry Bluestone: Economic Overview 

Barry started the program comparing the U.S. vs. the Boston growth in real output.  

                     1&2Q ’17               2016           2015                2014           2013  

U.S.              1.9%                        1.6%           2.0%             2.5%            3.1%                    

MA              2.6%                         2.4%          2.6%              3.1%            3.1% 

Massachusetts has been outpacing the U.S. since the recession showing the strength of 

of the state’s economy.  Massachusetts has added 260,000 workers and is at full 

employment with a 4% unemployment rate. The 4% is as low as you can get. There is a slight increase in wages despite the low unemployment 

rate but still today’s wages are 10% less than the higher wages from 10 years ago.  

Greater Boston 

Barry stated that since 2010, 284,000 jobs were created in the Boston area. The problem is attracting young workers and retaining them but 

the housing stock is very limited. The housing stock is growing too slow for the current demand, prices/rents are increasing, housing prices 

keep rising and are burden and people are moving further outside the Boston area due to affordability. Lawrence, a blue collar old mill town 

city, has experienced a greater housing price increase than affluent Newton.  

 

The U.S. annual housing sales are up 33% but it will stall out. The condo sales in the inner Boston suburbs are up but condo sales are bigger in 

blue collar, urban area cities such as Lynn, Haverhill, Framingham, Quincy and Plymouth. These areas outside of Boston have had big sale 

increases but the movement has created a transportation nightmare.  

 

Homeownership 

The stats are down sharply on homeownership from 66.3% in 2013 to 60% in 2016. This downturn is due to young people not being able to 

afford housing. 

                 25-34 year olds home ownership 

2000         40.75% 

2015         30.%    

College tuition is expensive and a burden on young people that has impacted their ability to afford homes. In 2017 housing availability will be 

the lowest since 2002 with a 0.4% of vacancy rates. Therefore housing prices continue to rise 4-5% per year. Annual price increase were as 

follow: 

2017 = 4.9% 

2016 = 4.7% 

2015 = 4.3% 

2014 = 6% 

2013 = 7.2% 
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In 2017, 2Q experienced an average median price in the Boston area of $447,799. This is up 32% from 2009. From 2009, the increase is up 

$109,000. In 2009 the average median housing price was $339,123. In comparison, 6 years ago, Barry’s hometown of Detroit had an average 

median housing price of $39,000 and now its up to a whopping $72,000.  

 

Barry then researched Home Price Gradient, prices of homes as you move away from Boston. Five miles from Boston the average price of a 

home was $775,278.  But 40 miles from Boston the average was $366,846, pushing people further and further out but creating traffic chaos 

into Boston.  Barry feels that the home price gradient is flattening because people are leaving the core area and moving way out. But people 

who want condos want to be in luxury condos in the Seaport area which are much more expensive and not affordable for younger people. 

Condos however are finally leveling in the Boston area.  

Apartment rents are experiencing some improvement. The vacancy rate in 2015 = 3.4% and in 2017 = 4.7%. You need 5.5-6% vacancy to really 

see any rent stabilization. The average Boston area rents 

are:  

2017 = $2,874 per month 

2016 = $2,952 per month 

2015 = $2,667 per month 

2014 = $2,427 per month 

 

The problem is that the average annual income is $62,000 

in the inner core making rent a big burden. Apartment 

rents are rising faster than housing prices. The median 

asking rent has increased 27%. In 2015, 50.1% of renters 

were paying more than 30% of their income towards rent.  

Barry researched rents in older housing stock. Triple 

deckers in Cambridge 50 years ago were housing newly arrived immigrants. Now it’s Millennials. Student housing off campus in the Boston 

area totals 73,967. Triple deckers now have an average price of $554,957. The price is up 127% since 2009 and many college students live in 

these triple deckers.  

Barry then looked at new housing. We are making progress with new housing supply. Boston is experiencing a declining permitting time as 

the Mayor is pushing to reach 53,000 new housing units by 2030. We are on track to reach that goal. There has been an increase in the 

number of Boston area housing permits. In 2016 there were 3,487 permits and in 2017 3,470 estimated. Still it’s a decrease in 2017. Developers 

outside of Boston are moving from SFDU construction to multi-family housing. Two-thirds of today’s permits are for multi-family and not 

single family housing units.  

 

Boston is projected to have a population of 724,000 by 2030. That population number is not as high as the pinnacle year of 1951 (over 

800,000) but it’s still a high population. The greater Boston area has a population of 4,470,000 with the inner core experiencing 14.9% of the 

population growth, the most of all sections. The growth will be accommodated with smaller homes. We need 160,000 new housing units by 

2030 and it will be a challenge. From 2000-2010, the age group of 20-34 years old compromised 73.9% of the population growth in this region. 

But this same age group in 2000 only comprised 34% of the growth. It has been increasing dramatically. It is basically the Millennials vs. the 

Seniors and these two age groups will spawn a new form of housing. Seniors want smaller housing. The 3 basics groups to house are the 

Young Millennials, Working Families and Aging Babyboomers and it will be a challenge.  
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The panelists then gave their market review and forecast. 

Molly Heath, Cambridge 

Molly broke down her review of Cambridge into 3 sections; West, 

East and Mid-Cambridge markets. She stated that Cambridge was 

one of the strongest markets globally due to tech and life sciences 

that have grown organically. The vacancy rate in the 3 sections of 

Cambridge range are as follows: 

Lab:     0.0% to 5.6% 

Office: 0.8% to 5.9% 

Rents: Lab $52.76 to 75.45 psf, NNN 

              Office: $50.00 to 81.23 psf, gross 

The rents are the highest in the area. There is still room to run with rent increases as bachelor degree young workers make up 2.3% of the 

unemployment rate. These young workers are graduating from Harvard and MIT. In Cambridge, 56% of the residents are 20-34 years old.  

 

In terms of recent E. Cambridge leases, Facebook took 132,000 sf, Intersystems leased 238,000 sf, Blueprint leased 100,000 sf and Shire 

221,000 sf. Harvard U leased 61,000 sf in Mid-Cambridge. Over 600,000 sf of signed leases occurred in E. Cambridge with 737,000 sf in 

demand for lab space and 1.2 million sf for office. In total 3.3 million square feet of demand has come from outside of the market in the last 5 

years.  

 

What are the drivers? 

Timing of the space delivery to meet the need to hire workers and be able to operate in the next months. Co-working has a demand of 

190,000 sf.  

Supply as a driver  

First, the speed to market is critical. If you are looking for 100,000 sf or more then you only have one option. 2017, 93% of the space under 

construction is leased. Buildings to be delivered in 2018 have 62% of its space pre-leased and 2019 is 0% preleased.  

Two, landlords will continue to renovate buildings they own and plan to reintroduce to the market.  

What’s in the Pipeline? 

We will see new supply. Over 7.5 million square feet is in the pipeline. Divco just broke ground on its 400,000 sf building in E. Cambridge.  

 

Looking Ahead 

1. We see more spec development 

2. Lab and office space will be a blur 

3. There will be continued demand for co-work space 

4. Cambridge space demand will spill over to other communities including Watertown, Seaport, Boston and Somerville. 
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John Carroll, Suburban Market 

John started his review stating that the suburbs are alive and well. There are 99.5 million square feet of occupied office space and that 

number is up 5 million square feet from 2007-08. Class A office are experiencing peak rents in the low $50’s, gross located in the Waltham 

market. There are a great deal of renewals and expansions. Expansion represent 10-19% of leasing activities and this trend will continue in 

2018. Class B office space has 450,000 sf slated for non-office use, housing and hotels that will bring balance to the demand for Class B 

buildings.  

Of the suburban office vacancy, 1.2 million square come from 6 buildings located in Marlboro, Framingham and Westboro. Currently there is a 

14.7% suburban vacancy and demand will continue in 2018. The South Shore market is reaching historic rents due to the lack of office space. 

Developers are continuing to renovate S. Shore buildings to meet demand. 

2017 Leasing Activity in Metro West 

Currently the demand in MetroWest has come from Shark Ninja and NBC Universal. The 2018 demand will be strong including 220,000 sf in 

Waltham. We are now seeing new lab space coming on line in Waltham (rather than Cambridge) with new construction and space 

conversion. This will continue to push up rents.  

Ron Perry, Downtown Boston 

Ron stated that 2017 was the Year of Evolution. GE decided to move to the Seaport and then Reebok and others (such as JC Cannistraro that 

was handled by SIORs Cleary and Nahigian). There is a great deal of construction but mostly it is for residential use. Therefore there is limited 

commercial space being added to the inventory to help with the space shortage.  

What are the key game changers?  

Amazon is looking to add 900 jobs. PTC is relocating 1,000 jobs to Boston, Rapid7 is relocating its headquarters, and Wayfair needs a home 

for 10,000 workers. The Boston office asking rents are now in the $45-85 psf range. The office vacancy in the downtown core is 8.1%; Backbay 

9.6%; and Seaport 8.2%. The rents in the Seaport are low to high $50 psf and there is a big cluster 

of rents.  

For office tower space:  

20+ floors = 10% vacancy 

2-19 floors = 9.4% vacancy 

There is an even balance between the lower and upper floors of tower buildings but that will 

change in the future as tech demand wants upper floors.  

Key Moves 

There is an even balance between office and tech firms leasing space such as Santander, MintzLevin, Rapid7, Amazon and CloudHealth.  

In the market, there is over 4.5 million square feet looking for space with the highest percentage coming from hi-tech. Demand is strong over 

the next few years. Migration is a big movement as well from firms moving to the Seaport, Boston and BackBay. The demand is also from 

different industries. Migration of firms is 20% of the leasing expected in 2018.  

Availability of space can be limited depending on size. If you are a tenant looking to lease up to 10,000 sf, then you have 72 options. But if you 

are 100,000 sf then you have only 8 options.  

New Development  

There is over 11 million square feet in the pipeline but only 10% of this space is actually under construction. The Seaport has 1.5 million square 

feet planned; Government Center is 6.8 million square feet and S. Harbor with 3.39 million square feet. New construction will cost $700 psf 

and that will translate to an asking rent in the $80s gross. Deduct $20-25 psf for operating expenses and real estate taxes and the net rent is 

$55-60 psf or 7.8% to 8.6% returns.  
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Trends 

There is plenty of inventory to satisfy demand and Ron doesn’t feel that Boston will be overbuilt. The vacancy is now 8% and will decrease to 

7%. This decline will give a gradual increase to office rents. Co-working space will continue to grow. 

JR McDonald, Industrial 

JR started that investors and developers are trying to get into the Boston market for industrial development. This is a major change from the 

last 30 years. In Boston the trend is that the industrial asset is now a winner. E-commerce is a new driver for demand. This demand is pointing 

to new development. Infill and urban sites are now red hot.  

 

Past 5 years 

The total return for industrial investments was 12.8% in the last 5 years and this return outstripped retail and multi-

family development. Retail has a 12.1% return in the last 5 years. The 6 largest distribution markets broke down as 

follows: 

California #1, Texas #2, Georgia #3, Illinois #4, Pennsylvania #5 and New Jersey #6. There is a transformation occurring at warp speed with 

Walmart increasing its online sales in 2016 at 63%.  

In 2016, 78% of US population decorated Christmas trees; 52% had Amazon Prime and 49% own a landline telephone. Boston had old school 

companies that have transformed. These old school regional retailers included Jordan Marsh, Ames, Lechmeres and Filene’s Basement.  

The last mile is now a gold rush that everyone wants to chase with vans on urban streets to deliver and fuel demand in Boston.  

Warehouse in 2017 

The total inventory is 100 million square feet. The average rent is $6.63 psf, NNN. The overall vacancy 

is 5.6% and the absorption rate was 470,087 square feet. We are ready for new development. 

Problem however is that users are competing for the same buildings that are also being bought for 

luxury housing thus removing potential industrial inventory. So now the suburbs have to make up the 

demand needs such as in Dedham, Revere and Norwood. The average asking rents in Boston is now 

in a high range of $9-11 psf NNN. There is a great deal of clustering in the same areas. There are some rents reaching $20 psf NNN in the inner 

areas and rent isn’t a function of the building but the location. The industrial future in 2018 is bright. Keeping up with the pace of change will 

be important. 

Ben Sayles, Capital Market 

Ben wrapped up as the last panelist. He summarized the capital market status by saying that capital 

remains abundant but is nervous. Closed end funds are up $277 billion in the 2Q ’17 with $750 billion in 1Q ’17. 

The total in 2007 was only $83 billion as a comparison. There is no slow down. Life companies are the best 

of the best in pricing rates. Banks are strong. The CMBS market is a great source of funds. Bridge funds will 

be the deepest part of the market.  

End of Cycle 

The end is abated and no one is concerned about when this cycle will end. If investors sell, then the key problem still remains what to do with 

the cash? So no one wants to sell. Cap rates are experiencing a 140 bps spread. There is a flattening yield curve but borrowing costs are 

increasing. Financing volume is up and lending volume is up 7%.  

Where is the capital headed? Who are the buyers? 

The hottest cities in the US are as follows:  LA #1; Dallas #2, NYC#3 and Boston is #6. Investors are pulling back from NYC on the sell side.  
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Foreign Capital 

 Most of the international money is headed to NYC and some to the U.S. heartland.  Mostly the capital is staying on the coasts. Asia-Pacific 

investors represent $28.4 billion of capital in the U.S. and are #1 as U.S. foreign investors. Japan could be crazy investors as they have 

increased interest for U.S. real estate. The Morgan Stanley funds were also big investors in 2017. They had a $1 billion in sales and refinancing. 

Suburban office is the most missed investment and can get better with wider investment spreads over the Boston core real estate. Class B 

space has a bigger run in the future. Lab will be a big choice and industrial is everyone’s hottest asset.  

Cap rates are real low and that will change.  

* 250 Summer Street, Boston sold June,’17 at 3.7% cap  

* S. Station, Boston sold Aug. ’17 at 4.5% cap 

* 625 Mt. Auburn, Cambridge sold Aug.’17 at 5.3% 

* 93 Summer Street, Boston, Class B office, under agreement at 5.5% 

 

Investment Choices 

#1 is Industrial anywhere in the Boston area 

#2 Class B space will have opportunities 

#3 Life Sciences 

Supply 

2018 will be like 2017 with constrained opportunities. We will have cap rate compression and value will continue to increase. Capital from 

sources such as sovereign families and hi-net worth individuals will migrate to search suburban properties. More and more people are also 

coming to Boston.  
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SIOR NEW ENGLAND UPCOMING EVENTS 
for Members and Invited Guests Only  

February 8, 2018 

Board Meeting 

 

DATE TBD  

Feb / Mar Landlord Developer Breakfast 

 

Wednesday, April 11, 2018—Saturday April 14, 20218  

SIOR Global Spring Conference 

Location TBD 

 

Monday, July 16 

3rd Annual Golf Tournament 

 

 


