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Early signs emerge of a market recovery, but leasing

activity was historically low

September best month for VC in 18 months

Demand fundamentals showed long-awaited signs
of life in Q3. $1.3 billion was raised in September
alone, the best month since Spring 2022. Demand
surpassed 2 million s.f. to end Q3 for the first time in
13 months. Three companies - Apogee Tx, Curiox
Biosystems and Neumora - made their public
debuts, representing the first wave in 2023. Lastly,
Cambridge was selected as the ARPA-H investment
hub. These hopeful items do give way to the reality in
the market today. Vacancy increased again as 1.5
million s.f. delivered vacant, and more large
subleases were added. Rents fell -1.6% and are now
7% below peak. Itis likely this holds into 2024.

Recent funding recipients in the market
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Life sciences employment and establishments
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Less than 400,000 s.f. of deals in past 6 months

Slowest leasing market in a decade

Demand surpassed 2 million s.f. in September after
12 months below that mark. The increase in tenant
requirements has not yet translated into more leases
signed. 214,000 s.f. of deals were finalized in Q3, and
2023 is now on track for the lowest number of deals
signed in a decade. Rumored commitments in
Waltham and East Cambridge could soon add nearly
200,000 s.f. to Q4’s totals, however. While over 80% of
deals signed YTD have been by early-stage
companies needing less than 30,000 s.f., midsize
requirements are starting to grow across the region.
And with so much optionality in the market, much of
the activity thatis out there is concentrated in East
Cambridge and/or in low capex options like
subleases and spec suites.

Availabilities inch higher to 17.6 million s.f.

While the pipeline appears to be maxed out for the
foreseeable future, subleases saw a resurgence over
the summer. Over 400,000 s.f. of net new subleases
were added in Q3 to get to a cumulative 2.6 million
s.f. today. The metro’s availability rate is now a
record of 32%, double the rate seen in the 2010s.
Even if the recent growth in demand sustains, the
abundance of space on the market will continue to
exert downward pressure on rental rates through
most of 2024. Rates have declined 1.5%-2% quarterly
for a year now, to a point where asking rates are in
line with YE 2021 figures. Vacancies are expected to
rise in line with unleased deliveries scheduled in the
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sudden and dramatic increase in tenant demand.

Recent lease transactions

Company Address or Property Submarket Size (s.f.) Date signed
SalioGen 10 Maguire Core Suburbs 42,000 8/2023

24M Technologies 130 Brookline East Cambridge 36,315 8/2023
Nvelop Therapeutics 100 Tech Square East Cambridge 34,600 9/2023

Lyra Therapeutics 480 Arsenal St Watertown 22,343 7/2023
FluidForm 285 Bear Hill Rd Core Suburbs 12,853 7/2023
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Pipeline shrinks again to 13.6 million s.f.

1.7 million s.f. delivered in Q3, 80% unleased

Boston’s lab pipeline shrunk again, from a peak of
17.2 million s.f. one year ago to 13.6 million s.f. today.
Capital costs and a weak appetite to build
speculatively have all but frozen out any new
developments. The total prelease rate sits at 30%.
Just under 90% of the pipeline is in urban markets,
meaning core suburban markets without large
forthcoming supply may prove to be resilient in this
market cycle. Looking forward, it is likely that the
market will only see 2 million s.f. of yet-unleased new
supply come to market in 2025 and 2026, contrasted
with the 7.9 million s.f. slated for delivery in the next
5 quarters. And if the current macro conditions
prevail, it is unlikely further new supply will hit the
market before mid-to-late 2026, giving the market
the potential for a well-balanced supply-demand
dynamic during that time frame.

One sale amid broader capital markets slowdown

With markets in a period of “price discovery,” the
volume of buildings traded in Boston has fallen
precipitously in the past year across all asset classes.
Lab is no exception. Only one life science firm was
active in Q3. Phase 3 officially acquired 7 Channel
Center for $23.5 million from Westbrook in Seaport’s
Fort Point neighborhood. The site is adjacent to their
5 Channel Center project and was finally processed
in Q3 as it was contingent on entitlements when it
was agreed to far more than a year ago. Otherwise,
no buildings traded. There are murmurings of a few
buildings that may come to market in the coming
quarters, but 2023 will likely finish as the slowest year
for Boston lab sales since 2017.

Recent Sales Transactions

Date Buyer Seller

07/2023 Phase 3 Westbrook Partners
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Q3 2023 Statistics
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Inventory
(s.f.)

350,000
2,059,288
574,901
603,996
4,250,510

7,838,695

11,283,662
384,963
1,871,556

13,540,181
7,095,058
3,066,872
1,474,663
2,758,855

14,395,448
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1,076,062
2,625,214

4,365,309
1,669,795

1,669,795
41,809,428

350,000
1,805,940
574,901
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893,000
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3,538,775
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22,679,399

Net  YTD Net
absorption absorption
(s.f.) (s.f.)

0 -2,900
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-18 13,982

0 0
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0 57,193
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5,116  -11,616
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0 -2,900

0 35,087

-18 13,982
-40,000 523,595
-40,018 569,764
265,553 -546,398
76902 -19216
342,455  -565,614
-29,908 -64,908
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0 0

0 0

39,781 123,091
66,405 66,405
56,000 145,982
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-5,116 -5,116
-225,403 334,512
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YTD Under
Completions Development
(s.f.) (s.f.)
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179,000 1,416,000
0 0
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0 0

0 0
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About JLL

JLL (NYSE: JLL) is a leading professional services
firm that specializes in real estate and investment
management. JLL shapes the future of real estate
for a better world by using the most advanced
technology to create rewarding opportunities,
amazing spaces and sustainable real estate
solutions for our clients, our people and our
communities. JLL is a Fortune 500 company with
annual revenue of $20.9 billion, operations in over
80 countries and a global workforce of more than
103,000 as of December 31, 2022. JLL is the brand
name, and a registered trademark, of Jones Lang
LaSalle Incorporated. For further information,
visit jll.com.

Research at JLL

JL's research team delivers intelligence, analysis
and insight through market leading reports and
services thatilluminate today’s commercial real
estate dynamics and identify tomorrow’s challenges
and opportunities. Our more than 550 global
research professionals track and analyze economic
and property trends and forecast future conditions
in over 60 countries, producing unrivalled local and
global perspectives. Our research and expertise,
fueled by real-time information and innovative
thinking around the world, creates a competitive
advantage for our clients and drives successful
strategies and optimal real estate decisions.

This report has been prepared solely for information purposes and does not necessarily purport to be a complete analysis of the topics discussed,
which are inherently unpredictable. It has been based on sources we believe to be reliable, but we have not independently verified those sources and
we do not guarantee that the information in the report is accurate or complete. Any views expressed in the report reflect our judgment at this date and
are subject to change without notice. Statements that are forward-looking involve known and unknown risks and uncertainties that may cause future
realities to be materially different from those implied by such forward-looking statements. Advice we give to clients in particular situations may differ
from the views expressed in this report. No investment or other business decisions should be made based solely on the views expressed in this report.
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