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Boston Market
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OVERVIEW:

Thus far, the momentum in the downtown Boston office leasing market
has not been affected by the credit crunch and the collapse of the
sub-prime mortgage market. The Blackstone effect continues to
drive rental rates upwards, especially in the high-rise sector, where
average rental rates are up to $60 PSF. A $92 PSF rent has been
achieved on the upper floors of 60 State Street, which is reminiscent
of the dotcom era. The overall vacancy rate for class A and B buildings
in Q3 is down 10 basis points to 8.5%. However net absorption is
negative due to Fidelity’s departure from 1 Federal Street. Fidelity
vacated over 350,000 SF, most of which has already been leased by
Bingham McCutcheon, an international law firm, which will relocate
from 150 Federal Street in July of 2008.

The lease renewal rates within the Class A and some Class B office
buildings have taken many tenants by surprise, especially smaller
companies that occupy less than 10,000 SF. A number of these
tenants are seeking value opportunities to put a halt on this cyclical
pattern of rent increases. Other firms are investigating the benefits

of owning an office condominium. As a result of this growing interest
in ownership within the smaller tenant space, several local building
owners as well as out of state developers are focusing on the possible
conversion of downtown office buildings into office condominiums.

FORECAST:

Relief for downtown tenants in the form of new construction will not
arrive until the end of 2009. 2 Financial Center broke ground over the
summer and is due to deliver a modest 250,000 SF. Fan Pier and
Russia Wharf are also under construction, however it is rumored that
Wellington Management will lease all of Russia Wharf. In addition,
there continues to be significant demand from several large tenants
such as Bank of America, Verizon, KPMG and Bain Capital, which
are all seeking 150,000 SF or more. This may prompt some longtime
downtown tenants to analyze the benefits of relocation to the suburbs.
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Class A & B Market Inventory

Major Lease Transactions

Tenant: Building: Size (SF): Submarket:

Hill Holiday 53 State Street, Boston 110,000 Financial District

Marsh & McLennan 99 High Street, Boston 87,000 Financial District
Boston Consulting Group 75 State Street, Boston 78,000 Financial District
Cooley Godward Kronish LLP 800 Boylston Street, Boston 42,000 Back Bay

Yankee Group 800 Boylston Street, Boston 42,000 Back Bay

Avenue A | Razorfish 230 Summer Street, Boston 10,000 South Station/Fort Point

*All rents are per SF/per YR unless otherwise noted.
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Cambridge Market
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OVERVIEW:

The Cambridge office market has experienced a respite in leasing
velocity as rental rates have spiked while space options remain largely
unchanged. Average rental rates for class A and B properties have
increased from $30 PSF one year ago to $39 PSF at the end of Q3,
an impressive 30% increase. At the same time vacancy rates have
only decreased by 40 basis points in the same period to 8.9%. Many
smaller firms are unwilling to pay these high prices for office space,
while well-established companies such as Akamai, Microsoft and
Google are willing and able to absorb such an increase to be closer
to the intellectual capital and convenience that Cambridge offers.
Akamai’s renewal and expansion at Cambridge Center totaled

over 250,000 SF and high tech giants Microsoft and Google have
committed to 183,000 SF and 66,000 SF respectively. This should
have a positive impact on absorption numbers.

The Cambridge lab market remains strong due to organic growth
within the life science sector. Existing companies such as Vertex
and Genzyme have requirements beyond their present facilities in
Cambridge. This demand for lab space should be further fueled by
Governor Deval Patrick’s $1 billion commitment to life sciences in
the state. Currently lab vacancy is approximately 10% in Cambridge,
with rents ranging from mid $60’s NNN for Class A lab space and
low to mid $40’s NNN for second generation lab space. The only
sizeable new supply in the immediate pipeline is 418,000 SF at

301 Binney Street that is to be completed by the end of the year, of
which 100,000 SF has been leased by Microbia.

FORECAST:

In response to the escalating rental rates, both Cambridge office
and lab tenants will compare the cost of remaining in Cambridge
with alternative locations in nearby suburbs, probably within the
Route 128 market. For example, Immunogen and Altus decided to
relocate to Waltham when it outgrew its space in Cambridge. WMR
BioMedical has chosen to lease lab space in Watertown and Aspen
Technology has opted to leave Cambridge for Burlington.
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Class A & B Market Inventory

Major Lease Transactions

Tenant: Building: Size (SF): Submarket:

Microsoft 1 Memorial Drive, Cambridge 183,000 East Cambridge
Google 5 Cambridge Center, Cambridge 66,000 East Cambridge
Juniper Networks 1 Rogers Street, Cambridge 41,000 East Cambridge
Choicestream 210 Broadway, Cambridge 40,000 East Cambridge
Harmonix 625 Massachusetts Avenue, Gambridge 30,000 East Cambridge
N2N Commerce 1 Cambridge Center, Cambridge 29,000 East Cambridge

*All rents are per SF/per YR unless otherwise noted.
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Route 495 Market
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OVERVIEW:

The Route 495 office market continues its slow but steady recovery
as it enters a third straight quarter of rental rate growth, decline in
vacancy, and positive net absorption. Current class A and B rental rates
are averaging $18.70 PSF, which is a $0.20 increase from last quarter.
Overall vacancy has had a much more notable 107 basis-point drop
from the second quarter bringing it down to 18.4%. There has also
been 290,000 SF of positive net absorption in the third quarter.

Much of the activity occurred in the 495 North and Northwest
submarkets, which still has the highest vacancy rate in the entire
Greater Boston office market at 21.8%. However, this is a significant
improvement from the 23.4% vacancy that was recorded at the
beginning of 2007. Recuperation has been slowest in this market
because of the surplus of empty buildings that were left after the
high-tech bubble burst in 2001. As options in the Route 128
submarkets dwindle, the slightly older space on Route 495 is finally
seeing some attrition as several large blocks of space were recently
leased. The IBM deal in Littleton totaling 490,000 SF is the largest
lease of the third quarter and probably the largest lease of 2007.
Another noteworthy deal is the 151,000 square foot Enterasys lease
at Minuteman Park in Andover, which is also the home of Straumann
AG and Smith & Nephew.

FORECAST:

Demand has been driven by major life science, technology and
defense companies that are seeking large spaces in Massachusetts
where there are many existing high tech firms and prominent univer-
sities from which to draw employees. Clusters of tenants are growing
such as the one mentioned above at Minuteman Park. With several
larger tenants in the market who are looking for over 100,000 SF
including Parexel, Raytheon and Tyco International it is likely that the
quiet Route 495 market recovery will make more progress in 2008.
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Class A & B Market Inventory

Major Lease Transactions

Tenant: Building: Size (SF): Submarket:
IBM 550 King Street, Littleton 490,000 495 Northwest
Enterasys Networks 50 Minuteman Road, Andover 151,000 495 North
Circles 300 Apollo Drive, Chelmsford 27,000 495 North
Bluenote Networks 3 Highwood Drive, Tewksbury 27,000 495 North
Panalytical 117 Flanders Road, Westborough 21,000 495 West
Brown and Caldwell 151 Campanelli Drive, Middleborough 15,000 495 South

*All rents are per SF/per YR unless otherwise noted.
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Industrial/Flex Market
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OVERVIEW:

The first half of 2007 was fairly sluggish for the Boston industrial
market, but activity has started to pick up in the second half of the
year. Overall vacancy dropped from 10.0% in the second quarter to
9.3% in the third quarter. Rental rates have declined slightly and are
currently $6.23 PSF on a triple net basis. Net absorption has been
positive in the central core and Route 128 industrial market but
negative in the Route 495 areas. Some of the movement in the

128 Northwest corridor include Essco Calibration Laboratory leasing
20,000 SF in Chelmsford, Allied Building Supply leasing 30,000 SF
in Woburn, and Dynamic Flow Form purchasing 5 Suburban Park
Drive in Billerica to add to its existing space at 12 Suburban Park
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Metro Boston Flex/R&D Market
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Drive in Billerica. £ $11.00 — —16.5%
Construction The flex/R&D market in Boston has been experiencing moderate }Zg$10-50 3 g 1°5%
growth with vacancy declining from 15.5% in the first quarter to < $10.00 — —15.0% :;
14.8% in the third quarter, a 70 basis point change. Rents have 5 s050 1 sy S
appreciated from $10.25 PSF NNN to $10.67 PSF NNN in the o o
same period. There has been positive net absorption in both the § $9.00 g 140%
Route 128 and Route 495 flex/R&D markets at 76,897 SF and = 8850 — Q06 3006 4006 1007 2007 ago7 5%
. 119,073 SF respectively, but slightly negative absorption in the m— Asking Rent 8- Vacancy
Asking Rents central core market at negative 24,370 SF. Blue Raven Technologies
recently renewed its 100,000 square foot lease at 110 Fordham
Road in Wilmington, of which 35,000 SF is expansion space. Flex vs. Industrial Inventory
FORECAST:
Demand for industrial and flex/R&D space is likely to increase. The
industrial and flex/R&D markets are generally viewed as being stable
without many fluctuations in rent and vacancy, which has proven to
be true in recent quarters. As the office market continues to flourish,
developers may consider converting industrial or flex/R&D properties Industrial
into office space in hopes of generating more income. Alternately, 70%
another demand factor may be our increasing dependency on
imports, which will require more warehouse space.
Major Lease Transactions
Tenant: Building: Property Type Size (SF): Submarket:
Sleepy’s LLC 32 Forge Park, Franklin Warehouse/Distribution 142,000 495 Southwest
Beacon Power 65 Middlesex Road, Tyngshoro Manufacturing/R&D 103,000 495 Northwest
Blue Raven 110 Fordham Road, Wilmington Flex/R&D 100,000 128 North
FedEx Ground 1 United Drive, West Bridgewater Industrial 88,000 495 South
Merrill Communications 515 Woburn Street, Tewksbury Warehouse/R&D 90,000 495 North
Avici Systems 101 Billerica Avenue, Billerica Flex/R&D 24,000 128 Northwest
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*All rents are per SF/per YR unless otherwise noted.
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Investment Market
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Despite current unsettling economic conditions, the commercial real
Cap Rates estate investment market is relatively strong. Boston is scheduled to SO = y’\
out-pace the total transaction volume of each 2004 and 2005; how- 7.5%

ever 2006 does appear to be a peak. The number of properties sold
has also declined as lenders have become more cautious. Even with
the Federal Reserve lowering interest rates by 50 basis points, it is 6.5%

difficult for buyers to attain enough equity. However, there are still deals 6.0% ‘\\.__. o—o—0

closing at record high prices for trophy assets. In the case of some M
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CBD office buildings, investors are paying aggressive purchase prices
l thereby pushing up lease rates in a market that has declining vacancies.
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50 Milk Street in Boston sold for over $600 PSF to Spanish investor

Ponte Gadea Group. With the dollar as weak as it is, foreign investment —4- Office CBD  —#- Office Suburb Flex/R&D
is expected to increase. Tourism will also gain momentum which makes

. ) B \ \ —4¢ Warehouse - Retail -@- Multi-family
. hotel properties a hot commodity for investors, especially in Boston.
Sales Transactions Retail properties are also high in demand as consumer spending has
in Wellesley, which is 47,790 SF, sold for $22 million or $460 PSF. The Price $/Square Foot

cap rates for trophy assets are lower compared to other properties. $500

Current cap rates range from 5.59% for CBD office properties to M
$400

l not faltered and lifestyle centers become more popular. Central Plaza

7.26% in warehouse properties. /

Price per SF FORECAST: $300
With the higher cost of debt, prices are expected to correct themselves
from the unsustainable pricing that was achieved in 20086. It is no longer $200 %
effortless for investors to “flip” a building. Properties are on the market
longer and there is a widening gap between ask and bid prices which $100 7>H<—x\><—>e—e<7
can be attributed to the increased cost of debt. Nonetheless, in the past

12 months, 94% of ask prices were achieved in the office market. Given
current rental rates in office buildings both in the CBD and suburbs, it is
unlikely that office property values will drop dramatically. Both buyers —o- Office CBD - Office Suburb Flex/R&D
and sellers will have to be more patient.
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Major Sale Transactions
Building Submarket Property Type SF or units Price $/SF or unit
50 Milk Street, Boston Financial District Office - CDB 274,446 $170,000,000 $619
Highlands at Dearborn, Peabody 128 North Multi-family 446 $124,616,000 $279,408
Biewind & Tupper Buildings, Boston Midtown Office - CBD 252,100 $116,000,000 $460
Prospect Hill Office Park, Waltham 128 West Office - Suburban 475,439 $115,000,000 $242
Cambridge Park Place, Cambridge Cambridge Multi-family 312 $103,250,000 $330,929
Westborough Office Park, Westborough 495 West Office - Suburban 375,000 $63,400,000 $169
18 Tremont Street, Boston Midtown Office - CBD 202,033 $59,000,000 $292
955 Massachusetts Avenue, Gambridge Cambridge Office - CBD 92,000 $34,750,000 $378
Tedeschi Plaza Bristol/Plymouth/Norfolk  Retail 177,324 $33,048,701 $186
30 Winter Street, Boston Financial District Office - CBD 82,247 $30,250,000 $368
74-102 Central St., Wellesley, 128 West Retail 47,790 $22,000,000 $460
53-63 Parkman & 110 Babcock St., Brookline 128 West Multi-family 60 $18,100,000 $296,721
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Methodology / Definitions / Submarket Map
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Methodology
We have divided the Metro Boston area into four submarkets for '
office properties: Boston, Cambridge, Route 128 and Route 495. o)
Industrial and flex/R&D properties are divided into three submarkets: :
Central Core (Boston, Cambridge, and inner suburbs), Route 128 and =
Route 495. ) A1 - &)
Absorption (Net) " g v 1 e
The change in occupied space in a given time period. L & a ; y
Average Asking Rental Rate e
Rental rate as quoted from each building’s owner/management
company, for office space, a full service rate was requested; for retail,
a triple net rate requested; for industrial, a NNN basis. 3
Building Class
Class A Product is office space of steel and concrete construction,
quality tenants, excellent amenities & premium rates. Class B product
is office space with fair to good finishes and a wide range of tenants.
Cap Rate Overall Vacancy
The net operating income divided by the sales price or value of a All unoccupied lease space, either direct or sublease.
operty expressed as a percentage.
PrOpEry &Xpr percenag Sublease
CBD Arrangement in which a tenant leases rental property to another, and
Central business district the tenant becomes the landlord to the subtenant.
Direct Vacancy Total Square Footage
Space currently available for lease directly with the landlord or building Net rentable area considered available for lease; includes sublease
Owner. space.
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