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Abstract 

 

Over the past few years there has been a clear trend regarding demand for office space in the 

central business district, CDB. The rent level is far greater there than in any other area, and 

vacancy is very low compared to other submarkets. People tend to prefer greater office 

location over salary and the office location works as a status symbol. Over the past few years 

companies have started to rearrange their offices, both interior wise and location wise. Some 

larger firms have moved their headquarters and offices from the central to prime suburbs, and 

many more are following this strategy. This study examines, by comparing different sub 

markets in Stockholm with similar submarkets in Boston, how the commercial real estate 

market in Stockholm will develop and what movements to expect in the office market. Are 

Stockholm’s sub markets following the Boston sub markets footsteps? 

 

Stockholm is growing rapidly both economically and population wise. Access to land in the 

city is limited and the boundaries of the inner city are pushed outwards. To the meet the 

demand in the inner city a common trend the past few years has been to reconstruct and 

convert office space to housing. Former industrial premises that earlier where converted to 

offices are now reconstructed as housing. Another trend has been to exploit and develop new 

areas outside the city to meet today’s demand.  Problems occur when the majority of offices 

operate within the city, pushing the demand for transportation and increasing the density of 
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commuting. Since the commuting hours are becoming greater the demand for adjacent work 

places and offices may increase. 

 

The purpose of this master thesis is to investigate how the trends for office locations in 

Stockholm may change. In addition to that a comparison to the office market in Boston will 

be made. The areas that are defined in the study are Solna, Sundbyberg and Stockholm City in 

Sweden and Cambridge, Seaport and Downtown in Boston, USA. 

 

Every office market and sub market is unique in many ways which always needs to be in the 

back of the head of the reader when looking at this report. Boston and Stockholm are both 

premier cities when it comes to center of education and being a hub for tech start-ups and 

financial giants and are both following the general ups and downs of the economy. 

 

The conclusion drawn from this study is that each market are following the same trend but 

varies in initial levels and relative to each other. Regarding the rent level, Solna and 

Sundbyberg will, unlike Cambridge and Seaport, most likely not exceed the rent level in CBD 

and also not fall below in vacancy rate. The sub markets in each country differs a lot but 

Solna and Sundbyberg will most likely follow Cambridge and Seaport in both increasing rent 

levels and decreasing vacancy rates thanks to continuous increase in popularity - A big 

partition factor between the two Cities.  
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List of Abbreviations 

24-hour city 
A city that “never sleeps” with commerce and transportation open for business 24 hours per 

day. 

 

BTS projects (Build-to-Suit)  
Office space that are built or developed to better suit the tenant. 

 

CBD (Central Business District) 

Often referred to as financial district. The city center for commerce and business. 

 

Class A 

The buildings that represents the top class of a specific area in terms of amenities, 

construction year, etc. 

Class B 

A step down from Class A buildings. Cheaper and focused towards low to mid income 

households. 

 

Market Rent 
The rent tenants would pay if there was free concurrence and no regulations on the market.  

 

Secondary market 

When referring to a real estate market - a more periphery market which is often less attractive 

and active. 

Sub market 

A sub market is a part of a bigger market but with more specific characteristics, geographical 

attributes and limitations 

Transaction volume 
The sum of capital over a period of time generated by all transactions. 

 

Transit-oriented developments  

An area with both residential and commercial real estate designed around easy accessible 

public transportations. 

Vacancy 
The amount of available space not leased. 

 

Yield 
Expected return of a property investment 

 

Primary market 

When referring to a real estate market - the most attractive and active transaction and rental 

market, also often the most central.  
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1. Introduction 

1.1 Background  
The inner city and particularly the central business district, CBD, has always been extremely 

popular in the office market for many reasons. Communications, attractiveness and a status 

mark to mention a few. But over the past few years, Stockholm has experienced an increase in 

demand in Solna and Sundbyberg with increasing rent levels and investment volumes. The 

current trend may be changing and companies choose to move out of the city as the city is 

growing bigger. In some suburbs companies create clusters together to a much larger degree 

than before. Especially in Solna and Sundbyberg, two suburbs close to Stockholm with high 

potential. In the past few years they have become more and more attractive as companies 

choose to move their office there. How will they continue to develop? 

 

One way to examine the outcome is by looking at similar markets around the world. This 

study will mainly focus on comparing Solna and Sundbyberg in Stockholm with Cambridge 

and Seaport in Boston together with the CBD area of the two cities. This idea grew after 

studying the Greater Boston real estate market and some similarities between the two markets 

where interpreted. 

 

The real estate market is always experiencing changes that causes major trend shifts, both in 

private and public sectors. It is therefore important to study and understand these trends in 

order to be able to foresee what will happen next. By doing so one might be able to minimize 

the damage that are caused by heavy swings in the property cycle, and benefit from being one 

step ahead of the market. 

 

Price development and trends on the real estate market are important factors both in real 

economic terms and for the financial development in Sweden. By discussing and analyzing 

the real estate market the opportunity of gaining deeper knowledge for what different factors 

are causing trends to shape grows bigger. To study this in particular one approach is to look 

into other office markets and try to draw any conclusion on whether or not they might imitate 

one another.  

 

The Stockholm office market have historically been relatively stable, aside from the hard-hit 

years 1990-1994 and 2008-2009. The real estate market reacted strongly to the large financial 
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crisis and deep recession that prevailed during these years. This crisis caused office rent levels 

to drop, but also resulted in less production of new office space. Both office stock and 

demand for office space had a negative development during these periods. 

 

Stockholm office market has historically been relatively centered around the inner city. The 

demand for this type of office location are, despite high rent levels, very high. Many 

employees prefer central locations and the address is considered as a status symbol. These 

locations may also enhance the company's image and have in some cases a direct impact on 

their business in general. CBD is considered the most attractive location and thus have the 

highest rent levels. The demand for office space in the center has created a clustering of 

companies who sees their location as an important factor in their business, such as financial 

institutions, banks and consultant firms. This clustering may be about to change since many of 

these companies are moving out of the inner city to more peripheral locations. 

 

Some claim that the US is ahead of Sweden concerning certain trends and development in 

general. May this also be the case regarding trends in the office market? By looking at how 

the office market in Boston has been formed, and reformed in recent years one may be able to 

predict how Stockholm office market will develop in the future.  

1.2 Purpose 
 

The purpose of the thesis is to investigate office market trends in specific areas within the 

Greater Stockholm and Greater Boston area and compare the two to find out if there is a 

pattern and how that pattern will move in the future. This will help the understanding of how 

the real estate office market moves with the constantly increasing demand and growing 

population. Secondary, the aim is to conclude whether we are heading in the same direction as 

Boston, or if Boston is heading in the same direction as us. Whit this information another step 

will be prediction future trends within the office market in both Stockholm and Boston. 

 

The intent is also to find out what is behind these trends and why the market moves the way it 

does. If actors on the market changes their way of looking at office space and office amenities 

it is necessary to go deeper in the studies of the affecting factors are and how they may 

develop in the future. 
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1.3 Method 
 

This study is based partly on gathered and analyzed data during an internship in Boston, and 

partly on empirical studies and market knowledge from Stockholm. The data analyzed is 

historical data and statistics. To get the most recent statistics, many of the sources are online 

reports published by well-known actors on the real estate market. The conclusions drawn 

from analysis will be compared with data regarding Boston. By studying the results it may be 

possible to spot future market trends and movements in the selected areas. Data and statistics 

have been provided by Newsec Advice, Stockholm, and Northland Investment Corporation, 

Boston, during 2014 and 2015. To further verify the thesis an empirical study has been made 

through out interviews with participants from Newsec Advice, Northland Investment 

Corporation and various actors on the real estate market in Stockholm and Boston. 

Information, thoughts and predictions are also gathered from conferences and events 

regarding the development sector in Boston. Boston is also compared with the whole 

American office market, to get a better picture on how Boston developed to its current state. 

The dimensions used in this report are rent levels, vacancy rates and yield.  

 

The information that is gathered is later analyzed and compared in various ways. Lastly, 

conclusions are drawn on how the office market in Sundbyberg, Solna and Stockholm will 

develop in different aspects over time. 

1.4 Disposition 
 

The paper is mainly divided into three parts. First part is structured to give a brief overview of 

the office market in Sweden and a more in-depth analysis of the office market in Stockholm. 

Both how the market behaves today and how it looks like, but also how trends may develop 

over time. A trend summary will be given in the end of the first part and a discussion of 

possible trend issues will follow. To eventually be able to compare the markets in Stockholm 

and Boston a second part is structured in the same way as part one but instead uses data 

collected in Boston describing the market. Finally the data from each market will be evaluated 

and discussed in the final part. Part three will also consist of results from an empirical study in 

the form of interviews, were two experts in each market have been interviewed. The results 

presented will then be discussed.  
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The study are mainly based on quantitative methods. First it tries to present a picture of the 

office market in Stockholm and Boston, to later draw a conclusion of where the trend in 

Stockholm may be heading. 

 

Each source of the collected data have been carefully examined, this has led to that only 

academic papers, articles from reputable financial publications and data from reputable real 

estate and consulting firms have been accepted. 

 

As mentioned in the methodology section above two types of statistical methods are used, one 

being descriptive statistics and the other is analytical statistics. To supplement the data an 

empirical study has been made. 

 

To give the reader a better view of the side effects of office market development in the greater 

Boston area, an example of trend issues is given towards the end of the thesis. 

 

1.5 Boundaries 
 

This thesis is limited to investigate the office market only. Also it focuses only on two suburb 

areas in Stockholm, Solna and Sundbyberg. These two will be compared with Cambridge and 

Alewife, which are similar areas in Boston. Factors that are not included in this report, but can 

affect the office market and the numbers presented in this report are Unemployment rate, 

GDP, Interest rates, population growth and financial instability. 
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2. Part l - Stockholm Office Market 

2.1 Sweden 

The Swedish property market is constantly changing and is influenced by major trends. In 

2014, activity on the real estate market was record high and according to Newsec, last year's 

transaction volume amounted to just over 150 billion SEK. Which is higher than the record 

years before the financial crisis of 2008. (Newsec, 2015) The figure for 2015 years volume 

seem to exceed last year’s volume and according to Newsec this April surpassed last year’s 

record, both with a greater number of transactions and a higher transaction volume. The 

activity on the Swedish real estate market is record high and the transaction volume has 

increased by more than 30 percent since 2013. The Stockholm region has in recent years 

accounted for a share of 40-50 percent of the total transaction volume in Sweden. While the 

Gothenburg region and Malmö represents about 12 and 8 percent respectively.  

 

The office segment represents nearly 30 percent of the total transaction volume. Daniel 

Gorosch, explains in an interview with Fastighetssverige that “Stockholm is and will continue 

to be Sweden's strongest office market, even though Gothenburg also is seeing record low 

vacancy rates and an increased activity on the leasing market. This is proven by the fact that 

Stockholm under the first half of 2014 accounted for 41 percent of the total transaction 

volume on the office market.” (Fastighetssverige, 2014) 

2.1.1 Stockholm 

The office stock in Greater Stockholm is estimated to about 12 million square meters. The 

main office areas are located in the municipalities of Stockholm, Solna, Sundbyberg, Nacka, 

Sollentun, Järfälla, Danderyd and Upplands Väsby. There are about 4,3 million square meters 

only in Stockholm Inner City , where Stockholm CBD stands for about 1,9 million square 

meters. (Newsec Property Outlook, Autumn 2014). Stockholm CBD is considered by many to 

be the most attractive office area. However, larger companies are relocating to new offices 

outside the Inner City (Khylä & Käck, 2013). Some of these companies are the Swedish banks 

Skandinavis Enskilda Banken and Swedbank. Since many bigger companies are moving out 

of the city vacated buildings will be renovated or rebuilt before returning to the market there 
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has been a shortage of available office space in Stockholm CBD, which has together with a 

growing demand resulted in today’s low vacancy rate of about 4 %. (Newsec, 2014). 

 

Only a limited amount of office space entered the market of 2013. This led to the lowest 

vacancy rate during this period since 2001. As for 2014 and 2015 the production of new office 

space in Stockholm increased, with a total of around 120 000 square meters for 2014 and 

approximately 150 000 square meters in pipeline for 2015. The total vacancy rate in 

Stockholm dropped from 9,5 percent to 9,1 percent in 2013-2014 and are by now the lowest 

recorded vacancy rate for the Stockholm office market since 2001. The vacancy rate in 

Stockholm reaches from around 3,5 percent in CBD to around 12,5 percent in the adjacent 

suburbs. As for Solna and Sundbyberg they have remained at around 8 percent over the last 

few years. The most active sub markets during the past few years other than the adjacent 

suburbs has been Kista. Kista is followed by the CBD and Solna/Sundbyberg with a high 

demand for office space. Both CBD and Solna/Sundbyberg had a take-up of around 22 000 

square meters during the second half of 2013. (JLL, 2014) 

 

In recent years the construction of new office space in the Stockholm region has changed 

dramatically. The focus is now on specific clusters in municipalities outside of Stockholm. 

The areas with highest activity are located in northern Stockholm, mostly due to fast and easy 

communications to both the Inner City and Arlanda airport. Not only today´s infrastructure 

underlies the possibilities for easy communication, the recent decisions to expand the 

infrastructure and public transportation will create further opportunities for developers in 

these areas.  

 

When looking at Stockholm office market some areas are more interesting than others. This 

study will focus on two suburbs that are both undergoing a development phase with new 

construction of office building with a more modernized cityscape. The suburbs Solna and 

Sundbyberg are quite similar in many ways and are by far two of the most fast growing 

suburbs in whole of the Stockholm region. They are not only growing in number of square 

meter lettable office space, but also in housing and apartments. In recent years the prime 

suburbs have become a popular place to work and live in, this can be shown by looking at the 

demand for housing in this area and in turn the housing price. The growth in these areas are 

similar in many ways with the Boston sub markets that this report will investigate in chapter 

II. 
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Graph 2.1.1.1 Price Trend of housing 

 

Graph 2.1.1.1 shows the price trend both in Solna and Sundbyberg since 2010 until 2014. 

This indicates a positive trend in demand for housing in these two areas. The price per square 

meter has grown approximately 28 percent in Solna and 33 percent in Sundbyberg from 2010 

to 2014, which are both a greater increase compared with the national average during the 

same period. 

 

 
Graph 2.1.1.2 Population Development 

 

The positive price trend may be explained by the population development shown in graph 

2.1.1.2. 
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Graph 2.1.1.3 Housing 

 

During 2005 until 2012 there has been an increase of nearly 5,5 percent in total number of 

square meter housing in both areas. (SCB, 2015)  

 

The number of square meter leasable office space in these areas has also grown rapidly with 

an average increase of nearly 1 percent of the total office stock each year. There are numbers 

of projects that contributes to the development. For instance, Hagastaden a newly built district 

were Stockholm and Solna are connected. When finished it will accommodate nearly 6 000 

residences and over 50 000 jobs. It will also tie together the inner city with parts of Solna and 

serve as a scientific area for researchers at the new Karolinska University Hospital.  

Another district in Solna that is very interesting is Arenastaden. Arenastaden, when finished, 

will contain residences, offices and commerce. It is one of the biggest ongoing projects in the 

whole region and is also home to the national arena and Scandinavia's biggest shopping mall. 

The municipality are planning to develop Solna into an office and service hub outside of 

Stockholm. It requires great infrastructure and public transport, which can handle large 

crowds and interact with surrounding neighborhoods. (Solna Stad, 2015) 

 

Sundbyberg municipality are also working on numerous projects. One is the burying of the 

railway, this enables new land for developing a new center with offices, commerce and 

housing. 

 

This shows the high level of activity in these suburbs and further production indicates that the 

trend continues and that the areas are coveted. 
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2.1.2 Stockholm today 

According to real estate firm Newsec the office market in Greater Stockholm has a total stock 

at approximately 12.0 million square meters. Whereas the main office areas are located in the 

municipalities of Stockholm, Solna, Sundbyberg, Sollentuna, Järfälla, Nacka, Danderyd and 

Upplands Väsby. (Newsec, 2014) Location is one of the most important factor, together with 

rent level, when tenants are looking for a office space to rent. To many companies location is 

more important and is what has driven the demand for office space in central areas, mostly in 

CBD, making it the most attractive office area for lots of companies. CBD has a total stock of 

about 1.9 million square meters. The rent in this area are highest in the country, at levels 

between 5 000 to 5 500 SEK/square meter/year. Stockholm Inner City is also a attractive 

office area to many. With a total office stock of about 4.3 million square meters, excluding the 

CBD. However, in recent years many larger companies such as Swedbank, SEB, Nordea and 

Försäkringskassan are relocation to new office space outside the Inner City. Due to moving 

vacancies are created but the vacant areas are, of has been, renovated as new offices or 

converted to alternative uses. During 2014 almost 90,000 square meters was undergoing 

rebuilding or renovation in Stockholm Inner City. There are some bigger and well-known 

projects relating to relations. One is after Swedbank´s departure to Sundbyberg the real estate 

owner, the pension fund AMF, decided to convert Gallerian into new hotel and office 

premises and retail stores. (Urban Escape, 2015) Approximately 150,000 square meters 

lettable office area were added in Greater Stockholm during 2014, and only 5 percent is 

vacant. According to Newsec nearly 70,000 square meters of new lettable area is expected to 

be added in Greater Stockholm during 2015, and more than 130,000 is expected to be 

completed in 2016. (Newsec, 2014) Other projects currently in progress includes several 

properties in the new Areanstaden in Solna, but also Skanska´s Stockholm Seaside in 

Hammarby Sjöstad. Stockholm Seaside is one step of the plans for Stockholm New southern 

city development. 

 

In recent years there has been a trend to relocate to office areas outside the CBD and the Inner 

City. The great majority of the companies moving from the central areas has chosen prime 

suburbs. These areas mostly lie north of the city and are concentrated mainly in the three 

suburbs Kista, Solna and Sundbyberg. The reason behind why the companies are choosing 

these areas are mostly because they have good communications, both to the central of 
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Stockholm and to Arlanda Airport. Also the rent levels are much lower than in the Inner City 

and the CBD. (See Figure below) 

 

Figure 2.1.2.1 Map over Stockholm 

 

These municipalities are not only interesting as office areas because of the rent level and 

local, but also since they invest heavily in development and it is easy to find large premises 

that can be adapted and modernized. The real estate firm Newsec predicts this trend to 

continue since many companies and organizations have started to review their requirements 

and the benefit of having a standardized office. (Siberg J., 2015). When looking at relocating 

your office most of the companies are trying to lower costs and space efficiency. But they 

might also be looking to change their business environment. 
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Diagram 2.1.2.2 Rent per Square Meter 

 

Today's awareness among people regarding the general environment has a substantial impact 

on the real estate sector. It has become more important to both investors and tenants. New 

construction and modern office premises are therefor expected to be environmentally 

certified. 

 

Recently TeliaSonera, a major telecommunication firm, decided to co-locate its offices, 

moving from Farsta and CBD to new office premises above the Mall of Scandinavia in Solna. 

The bank SEB is also leaving the Inner City and will move to Arenastaden in Solna. This area 

is dragging major businesses and is becoming a great cluster for companies and organizations. 

Solna has also attracted Skatteverket, which is the Tax Authority in Sweden, and Apoteket, a 

pharmaceutical company. 

 

Another area that is interesting for office purposes is Sundbyberg were another Swedish bank, 

Swedbank, will move into its new premises the spring of 2015. 

 

This trend has still not cause any bigger threats to the CBD, which has a shortage of available 

office space. The companies that are operating in this area are usually a very office-dependent 

service sector and are therefore dependent on their central location. This has resulted in 

today´s low vacancy rate of about 4 % (JLL, 2014). The rental growth for this has been strong 
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in the years following the financial crisis. In 2013 the rental growth was relatively weak but in 

2014 the growth gathered speed once again. The rent level in Stockholm CBD now stands at 

approximately SEK 4,700 per square meters. This high level is mostly explained by the small 

supple of office space in the CBD, that will continue to be small until new developments and 

refurbishments reach the market. An estimation done by Newsec is that the market rent will 

rise to around SEK 4,850 per square meter during 2015 and to SEK 5,100 during 2016 

(Newsec, 2014). 

2.1.3 Trends 

In 2014 the vacancy rate in Stockholm CBD was 4,0 %, and has increased to 4,5 % over the 

past year. According to Newsec this trend will continue during next year and is expected to 

reach 5,0 % by the end of 2016. There are also fewer projects being finished in the central of 

Stockholm in the first quarter compared to the same period last year. Solna and Sundbyberg 

represents the biggest part of ongoing new construction and renovation projects. (Newsec, 

2015) 

The interest for real estates in Solna and Sundbyberg by investors has increased in recent 

years. This is mostly because of the economic factors that shows that retail and office rents 

still have room to increase. It creates a great asset value thanks to the generation of greater 

cash flows. Prime suburbs, especially Solna and Sundbyberg, have also become less risky 

markets causing the yield to fall. (JLL, 2014) 

Solna and Sundbyberg are mostly absorbing major companies from the Inner City. While 

smaller and more specialized companies usually prefers premises in the inner city. 
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2.1.4 Interviews Stockholm office market 

Interview with Jenny Siberg, Appraiser at Newsec Advice. 2/27/2015 

  

How do you think the office market in greater Stockholm area will develop in the next 

five years? 

 

The vacancy level in the inner city are very low and there are few office buildings that offers 

big enough space for the bigger companies. There are also limited office supply in the city 

and the construction of new office buildings is restricted. This forces companies with need of 

bigger offices to move out of the city to meet their criteria. Usually they seek areas with good 

commuting options and commercial services. 

Do you think the office rent levels in the suburbs will catch up with CBD or rest of the 

inner city? 

 

I do not think the rent levels in the prime suburbs will ever catch up with Stockholm inner 

city. 

Do you think the rent levels are rational at the moment in Stockholm compared to other 

similar cities in Sweden?’ 

 

It is hard to tell. There is and has always been a high willingness to pay a higher rent in CBD. 

This is mostly because tenants in this area values the local and address of their office a lot. 

When looking at prime suburbs and outer city other factors such as modern facilities becomes 

more important. Kista is a good example of suburb areas were rent levels varies a lot 

dependent on how modern and well-functioned the premises are. Solna and Sundbyberg are 

also suburbs were this factor is important. 

  



 

 

19 
 

 

 

2.1.5 Trend Summary 

Space efficiency and lower costs are two of the main reasons for re-locations, but factors like 

a changing business environment, mobility and a good working environment have also 

become more important. Recent decisions about strengthening and expanding the 

infrastructure will become central for the development of Stockholm, as opportunities and the 

ability to attract people are linked to good infrastructure. Stockholm is more or less divided 

into two areas, with a large proportion of offices located in the north. The new Citybanan rail 

line will have a positive impact on the office area of Västra City (the project name for a 

densification around and over the tracks along Klara Sjö) when it is ready in 2017. The new 

line will increase passenger capacity through the inner city, with two new stations at T-

centralen and Odenplan. The property sector’s impact on the environment is also becoming 

increasingly important to both investors and tenants, and the majority of future construction 

projects are expected to be environmentally certified. 
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3. Part ll - Boston Office Market 

3.1 USA 

Offices in the United States, especially in the leading 24-hour cities, followed apartments in 

the property type line up steadily upwards after the financial crisis. Publications in for 

example the Journal of Real Estate Portfolio Management, stated that 24-hour cities would 

provide superior investment performance back in 1995, and they have been absolutely right. 

According to PwC’s annual report “Emerging Trends in Real Estate 2015”, the work/live/play 

theme is not just hype and something to be read about in media, it is statistically confirmed 

(PWC, 2015). This, among other themes are affecting the office market not only in the 

gateway cities. Workers tend to like the urban feel, and the amenities within the city rather 

than suburban secondary office markets. 

 

 
 

Diagram 3.1.1. Trends (Emerging Trends in Real Estate 2015) 

 

Looking at Diagram 3.1.1 above, Boston compared to other cities nationwide is developing 

relatively strong with about 2.3 percent office space under construction with an inventory 

totaling about 200 million square feet (PWC, 2015). Boston is one of America’s strongest and 

fastest developing cities, just like Stockholm is for Sweden. 
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Diagram 3.1.2. Inventory meets Occupancy by CBRE Econometric Advisors (PWC, 2015) 
 

Diagram 3.1.2 shows the change in supply and demand from 1995 to the predicted level of 

2015 and 2017. The yellow posts show the demand of office space in relation to percentage of 

inventory and occupancy. The blue posts shows the supply the same year. From the diagram 

we can conclude the two biggest dips in demand, the first in 2001, affecting supply and 

demand for the following 4 years leading to a long recovery for the office market. The next 

crisis occurred in 2007, and the United States office market took about three years to stabilize. 

CBRE predicts in this diagram that the office market will continue to grow at a steady pace 

through 2017 (PWC, 2015). 

 

Boston has been following the United States general office market curves over time, and 

together with the other major cities continued to grow strong for the past five years. During a 

Bisnow conference in January 2015 the outlook for the next two years were presented and 

looked very positive, but that the construction industry needs to proceed with caution. “It 

great, but it shouldn’t get better” was stated on the front page of a hand out. 
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Diagram 3.1.3. Office Investment Prospect Trends (PWC, 2015) 
 

Looking at the diagram above, the United States suburbs took a bigger hit than the Central 

city office space during the crisis of 2007. Today, 8 years later, they are almost at the same 

exact point on the trend diagram above. Rent growth is positive across the United States with 

an inventory expanding by approximately 2 percent. Markets with especially high rent 

growth, Boston being one of them, are also seeing a rapid increase in supply. 

 

 
Diagram 3.1.4. Investment Central vs Suburban (PWC, 2015) 
 

Based on U.S citizens only, Through June 2014 the office market transaction volume was up 

35 percent in the national downtown areas and 25 percent in the suburbs compared to the 

same data in 2013. According to Real Capital Analytics (RCA), this preference of investment 

is likely to continue, PwC announces in their annual report. The recommendations to buy in 

the CBD and suburban market matches the RCA data very closely with 25 percent 
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recommending buying in the suburban office market, and 37 percent approving the CBD 

office market. Moreover, approximately 29% of the survey takers believe it is a good time to 

sell in the CBD market, also notable is that 42 % would sell their suburban office assets if 

they, at this time, had suburban property at this time. Furthermore, notice that the hold 

recommendations are very close when comparing CBD and suburban markets.  

 

The current interest for suburban market varies greatly across the US. PWC’s interviewees 

from Midwest institutional investment explains “Suburban office is not doing well for us. No 

one wants to buy it right now. The reemergence of suburban office is not likely soon, as the 

office sector is becoming more infill/urban, dense suburban, and less auto dependent.” Which 

is basically the complete opposite from Boston where the suburban office market without a 

doubt is growing. As millennial’s are entering the job market, the general preference for 

downtown contributes to the negative outlook that some states are predicting for the suburban 

office market. Concluding from PWC’s report, the signals are that we are likely to see higher 

worker densities. This comes with a warning, office space compression has been a clear trend 

for the past 20 years and a game changer might be coming sooner than later. 
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3.2 BOSTON 
 

This study will focus on the major components of the office market and the most interesting 

and fast growing parts of the city and its close surroundings. CBD (Downtown), Seaport 

District and Cambridge are the main comparable together with a few other sub markets 

relevant to include, Financial District and Back Bay. These parts of Boston are later compared 

with similar districts and parts of Stockholm and the Greater Stockholm Area. 

 
 

Figure 3.2.1 Boston overview (Google, 2015) The bigger circle covers the Cambridge area 

involved in this thesis and the smaller circle Seaport. 

 

The Financial District is the largest of the three major submarkets together with Back Bay and 

Seaport and has a supply of 33.6 million square feet (3.1 million square meters) which as of 

now is considered a disproportionate share of available space (Colliers, 2014).  

The level of activity in the three major sub markets is high. The Seaport District includes 

development projects in retail, office, residential and hospitality and is not showing any signs 

of slowing down. The Financial District is constructing a 300,000 square meters of mixed-use 

development at Downtown Crossing including 75,000 square meters of office space. 

 

Two other major components that are relevant to this thesis are the fast growing office 

markets of Cambridge and Seaport. Even though Downtown still stands as the most expensive 

and most demanded part of Boston, other areas are catching up and different movement 

patterns are starting to show. Cambridge, North of Boston, is on the rise with not much room 
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for further development and BTS projects (Build-to-Suit) but it is a place that attracts young 

and creative people, and companies that also matches that description.  

 

Seaport is an old industrial area of south eastern Boston that has been growing extremely fast 

over the last five to ten years. High risers, restaurants, shopping and apartments are being 

built and the development is showing no signs of slowing down. The demand for office space 

in this area is growing every year. Companies that “outgrow” Cambridge and are not willing 

to pay the rents of downtown is a good example of seaport tenants. But the lower rent and 

opportunity to develop and modify office space is not enough for everybody. The amenity 

factor, and status symbol of being located downtown is still a big driving factor for companies 

that can afford it, to stay downtown (Gonzales, K., 2015). 

3.1.1 Boston today 

According to JLLs office insight report of the first quarter of 2015, CBD and Cambridge are 

peaking markets with Cambridge in the lead while Greater Boston and Suburbs are 

categorized as rising markets. Asking rents are at an all-time high and vacancy rates at the 

same level as they were during 2007-2008. Even though the Greater Boston area and New 

England in general suffered through a rough winter, the markets did not weaken recording an 

absorption of 780,000 square feet (JLL, 2015). 

 
Diagram 3.1.1.1. JLL’s market clock (JLL, 2015) 

 

Looking at Diagram 3.1.1.1 we can see that Cambridge compact office market is on top of 

CBD in the office market cycle. Looking at the same statistics from Q1 2014, Cambridge was 

in the same position, but CBD, Greater Boston and suburbs were all further down on the 

“Rising market” portion of the market clock (JLL, 2014). Looking even further back, Suburbs 

was pushed back almost all the way to “Bottoming market” while Cambridge still stayed 

rather strong on the edge between “Rising market” and “Peaking market”. 
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Cambridge 
 

Cambridge during the start of 2015 had a high transaction volume totaling over 1 million 

square meters with Cambridge and CBD taking the lead. There is a lot of ongoing 

development, and the BTS (Build-to-suit) projects are dominating the construction throughout 

the city with 65 percent of the ongoing projects. According to JLL’s Cambridge Office Insight 

Report, 2015 is set to deliver triple the amount of space delivered in 2014, leading up to 

approximately 1 million square meters. The availability regarding high quality office space 

has been lacking and the demand increased dramatically. These two factors are said to play a 

big role in rising rents during 2015 (JLL Cambridge, 2015). 

 

According to JLL, the office tenant demand is nearly four times the supply so far in the 

outlook for Q1 2015 regarding Cambridge. Not only popular Alewife in West Cambridge saw 

a great rise in demand during this time period, but also Eastern Cambridge had significant 

leasing activity during this time period and landlords throughout the area has continued to 

upper the rents in that market. West Cambridge broke the highest average rent growth since 

2000 totaling 8.3 percent (JLL Cambridge, 2015). 

 

CBD 
 

The CBD area came out strong in the first quarter of 2015. From an investment point of view, 

the downtown area is continuing to draw attention, nationally and internationally. Companies 

located in Cambridge signed long term leases in the CBD area, contributing to the overall 

improvement of market fundamentals downtown. Vacancy dropped down to 11.6% percent 

today from an 11.6% high in 2011 (JLL Boston, 2015). The financial and legal sector is still 

the biggest tenant in the CBD area, but according to JLL’s Boston CBD insight report, many 

tech and creative companies are migrating to the downtown areas mainly because of the 

amenity base increase over the past years but also because of the spike in CBD rents. 

 

Seaport 
 

The Seaport district is continuing to impress on the office market with new tenants and many 

ongoing development projects throughout the submarket. At the moment, the overall vacancy 
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stands at 10.2 percent, but the percentage is now showing any signs of slowing down and both 

Class A and Class B rents are continuously increasing (JLL Seaport, 2014). 

 

The transformation of this old industrial submarket with mostly empty warehouse buildings 

and parking lots is experiencing major changes and its popularity among tenants, and BTS 

tenants have attracted not only high tech companies but also other companies that wants to be 

a part of this growing and trendy area and enjoy the benefits such as completely new space, 

and slightly cheaper rents compared to the CBD. 

 

Back Bay 
 

With a current vacancy rate at 10.6 percent, the Back Bay submarket appears to be stabilizing 

and offer room for rent growth. The past two years the vacancy rate have increased from 5.2 

percent in 2012 to the current levels. Tenants are migrating from Back Bay partly to seek 

greater space efficiency, leaving complex blocks vacant. Rents are rising dramatically in class 

a space high risers, but the weighted average pricing dropped. Landlords are seeing 

opportunities in this part of town and are planning to renovate and BTS with the hopes to 

attract creative and tech tenants (JLL Back Bay, 2015). 

3.1.2 Trends 

The local economy grew 4.6% in 2014 (Bisnow, 2014) and the rent level is expected to grow 

on all sub markets presented in this report over the next 24 months. Landlords all over Boston 

will look to non-traditional tenants such as technology firms and startups to better absorb the 

space available. These tenants are typically smaller and require less space. The demand for 

office space is growing with a fast pace. The city is transforming from a small provincial city 

to a large scale globalized market. The city is getting attention from international investors 

across the globe, and raising capital is getting easier and easier. The vacancy trends are 

according to Colliers anticipated to decrease 2014-2018 forecast period. By 2017, the 

“equilibrium” rate is predicted to be reached at level of 10.% (Colliers, 2014)  

 

Boston Realty Advisors founder Jason Weissman states that “Boston outshines New York 

because it has less exposure to a downturn in government spending.” Looking at economic 

factors, retail and office rents will still have room to increase and generate greater cash flows 
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thus increasing the asset value. Jason Weissman predicts that investors may even go further 

out than the suburbs to search for deals in 2015 (Bisnow Conference, 2014).  

 

Jim Rooney, Boston Convention & Exhibition Center executive director lists Boston as the 

top US city for international conventions. Currently developing the largest hotel project in the 

country. 2014 has been good, he says, but 2015 will be better (Bisnow Conference, 2014). 

 

Boston are absorbing smaller companies from New York. The New York office market is 

more expensive and complex, and even though it is one of the largest centers of the world, 

Boston is catching up and seem to have a lock on life science, technology and knowledge 

industries. The overall long term expectations for Boston is to grow towards becoming almost 

a brother to New York. 

 
Diagram 3.2.1.2. Market outlook (CBRE, 2015) 
 

Looking at the office rent market trends in Downtown Boston, the ongoing delivery of new 

construction and the high investor expectations have continued to develop the offer prices in 

all markets. The traffic congestion is an issue in the Seaport District, but the investor 

confidence remains strong in the area and the speculation is strong with continued 

development. 

 

In the CBD, the large tenant lease expirations are threatening the now low vacancy rates with 

more high-race space availability. Other tenants, mid to low sized companies in all areas have 

lately been looking elsewhere for lower rents in areas in which development is strong and 

premier space is available, Seaport and Fenway being two of them. 2015 so far is pushing the 

demand further not only when it comes to large quantities, but also quality. In their New 

England Market Outlook report of 2015, CBRE questions whether the caliber of demand can 

sustain with the premium product supply (CBRE, 2015). 
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3.1.3 Transit-oriented developments 

Stockholm and Sweden is way ahead of Boston and multiple other major cities in the US 

when it comes to up to date public transportation that can support the volume of people in 

need of daily usage of bus, train and other rail vehicles. An upcoming trend in Boston is 

called Transit-oriented development areas. 

 

These areas have become more common and are increasing the important “quality of work 

life”. This is a popular alternative to the city center in many ways and the effectiveness of not 

having to work in or commute to the city is one of many big factor as to why people choose 

this theme instead. Areas easily compared to Solna and Sundbyberg, areas that still have the 

communication needed to transport people in an out of the city, but also works as a city itself 

with different amenities and characteristics. This which contributes to people still feeling 

connected to the inner city, even though they are situated outside the inner city border. This 

trend seems to grow strong in other parts of Eastern US, with Boston as one of the top cities 

setting the pace.  

 

3.1.4 Interviews Boston office market 

 

Interview with Kent Gonzales, Vice President of Development at Northland Investment 

Corporation. 2/15/2015 

How do you think the office market in greater Boston area will develop in the next five 

years? 

 

Cambridge is a good example where tenants such as tech companies or start up establish 

themselves. The supply is limited which keeps the rent levels at a high, but companies are still 

moving in towards the city. Companies still wants to be located in the city. CDM smith, a big 

contractor recently moved from Cambridge to the Seaport district. 

There is movement within the city. The Innovation district is pushing its tenants to the 

financial district, and the financial district tenants are looking towards the seaport which can 

be seen as today’s hotspot. Why it is so popular is hard to answer. The parking situation was 

very good, but is now getting tougher. The area in general is very sterile and lacks the city 

feeling. 
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Do you think the office rent levels in the suburbs will catch up with downtown? 

 

Never. The office market is very transit dependent and the infrastructure is not developed 

enough for companies to look to move out of the city. There are many big projects downtown, 

especially residential but also some major office components down in the Seaport district. 

But the suburbs have woken up. Looking at suburbs like Waltham and Alewife that are 

located with easy access to the Mass Pike (Major Highway) and the MBTA (Commuter Rail), 

they are probably the only ones that can compete with the city, but still are not at the same 

level. 

No big name companies have moved out of the city. 

Do you think the rent levels are rational at the moment in Boston compared to other 

similar cities in the US? 

 

Yes. Everywhere except for the Sea Port district. That area sucks. Over marketed. Not even a 

subway stop there. Good proof of how much people want to stay in the city 
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3.1.5 Trend Summary 

 
Diagram 3.1.4.1. Vacancy Rates (Colliers, 2011-2015) 
 

In 2010, the global real estate market was recovering from the crisis in 07-08, the vacancy 

rate was relatively high in the city center and even higher in the outer regions (not displayed 

in diagram 3.1.4.1). Mid 2010 was a low point for Boston’s office market and average rents 

dipped down from earlier years. In 2011 the Boston office and R&D demand began to reach 

its stable values and the vacancy rate dropped in all three categories. Cambridge office space 

supply decreased from the year before, mostly due to redevelopment and mixed use 

construction. The city center gained approximately 1 million square meters of office space yet 

still decreased its vacancy rate. The inner and outer suburbs experienced the same scenario 

with an increase in office supply but a decrease in vacancy rate (Colliers, 2011-2015). 

 

In 2012, we saw a significant increase in office space demand most of the Boston areas. The 

city center caught up with Cambridge which continued to lower its vacancy rate in the first 

part of 2012 followed by a small increase. The office space supply did not change by any 

dramatic numbers, but a lot of construction was underway, especially in Cambridge (Colliers, 

2011-2015). 

 

In 2013 and 2014, Boston followed the rest of the major cities in the United States and 

continued to increase its office space across the region. The Suburb vacancy rates remained 

the same but the office space supply increased. Cambridge saw an increase in vacancy during 

2012-2013, but added approximately 70,000 square meters of office space. 
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Diagram 3.1.4.2. Rent Levels (Colliers, 2011-2015) 
 

The Boston-area office market almost completely recovered from the economic crisis in 2013. 

The city gained many large companies that all moved into the downtown center, filling up 

large chunks of space and contributing to a solid uptick in rent levels. Companies like 

Novartis AG and Ariad Pharmaceuticals started building offices in Boston and Cambridge. 

Urbanization is a word used in media and a change in the business landscape was underway 

(Boston Globe, 2013). 

 

Interesting to see is that the rent levels in Cambridge passed CBD in 2014. Demand for office 

space has been extremely high in that area. Vacancy dropped and rent levels increased in all 

areas presented in this report, and the demand for office space is still growing strong. The 

biggest percentile increase during 2013-2014 was the Seaport district. The downtown Boston 

market has been supported by various financial service, insurance, legal and tech companies 

all contributing to the continued growth in the city. The suburban Boston Office market 

including Cambridge was strong amongst mid-sized and smaller tenants in Lab markets where 

the driving factor of the leasing velocity. 
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Diagram 3.1.4.3. Increase in available space. (Colliers, 2011-2015) 

 

Looking at Diagram 7.2.4.3 a clear trend that even though vacancy rates have dropped on all 

markets and sub markets presented in this report, available space across Greater Boston has 

increased. After the crisis, the Greater Boston area started seeing a pattern that companies 

from other parts of the country started to move to Boston and its reputation as an intellectual 

capital and talent hub started to make a big difference on where companies decided to locate. 

This pushed, and still are pushing the demand for office space in the right direction. 

3.1.6 Boston Developing Trend Issues 

Aewife, West Cambridge 
 

Alewife, an area in Cambridge, has always been a tough spot in terms of traffic seizing up 

every evening during rush hours. Residents explain that driving a mile (1.6 kilometers) in this 

bottleneck area nowadays can take 45 minutes during the worst hours. The local economy 

boom laid the ground for many new high-paying jobs in the life science and technology sector 

a dramatic increase in the housing sector.  

 

The residents and the city did not expect how bad things would turn out when it allowed this 

much housing, but are now beginning to see the side effects: “Spiraling housing prices and a 

growing anxiety about affordability and economic fairness.” Barry Chin explains it in his 

article in the Boston Globe (Chin, B. 2014). Residents believe that the planning process in 

Cambridge is broken and that one issue could be that the city allows projects to be planned 

and executed one at a time, not looking at the neighborhood as a whole.  
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Cambridge had, like many other municipalities, guidelines for development in the area. In 

Alewife alone, the predicted and planned-for development for the period between 2006 and 

2024 was reached no later than 2014. The rapid development puts intense pressure on the city 

to say the least. The city planners did not develop the mix a city needs to properly move 

forward. Instead of offices, retail, apartments and common areas, the economic boom brought 

housing. 

 

The office demand pace is hard for other components to keep up with. With the office market 

constantly growing, it requires not only more office space, but also a significant development 

in the transportation, infrastructure, public school system and amenity sector. Boston chief of 

economic development, John Barros, said in a keynote speech held at a Bisnow event in mid-

December 2014 that this is what Boston and its neighbors need to lobby for (Bisnow, 2014). 

The city wants to see private developers focus on more student and multifamily housing 

projects. There is optimism among the developers that the solution will arise from 

communities demanding improved transportation infrastructure and expanded mass transit 

(Jim Rooney).  

 

Although the developers are optimistic, the construction boom spurs worry among residents 

in, and outside the city, in areas where the quality of life is threatened. West Cambridge, an up 

and coming suburb that has drawn immense interest from large real estate investors, is one of 

these areas where the residents are starting to see the issue. The Boston Globe published an 

article regarding the issue with the surrounding effects of the explaining that the residents did 

not anticipate how bad things would become when it allowed so much building in the area. 
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4. Result and Conclusion 

The office market is constantly changing. But trending in both Stockholm and Boston is the 

demand for flexible and more sustainable office spaces. The older buildings in both cities, 

Inner City and CBD, are not constructed to sustain today´s requirements. Solna and 

Sundbyberg have actively worked together with real estate companies and try to create a 

detailed plan to achieve both a healthy corporate climate and develop new housing where 

streets are filled with people also after working hours, creating a healthy townscape. Seaport 

and Cambridge are on the same track, but not yet there when it comes to mixed use 

development. Similarities with Stockholm CBD can be seen were the streets are empty and all 

the lights in the office buildings goes out after working hours. Big name companies in both 

cities tend to leave the inner city areas and CBD districts to gain more suitable, cheaper and 

larger space outside the city. 

 

An interesting conclusion from the interviews with local representatives from each market is 

that both agreed on that the rent level in prime suburbs will never catch up with the rent level 

in each downtown areas, but that they will continue to rise. This is a great motive for bigger 

companies to move to Solna and Sundbyberg. They are cutting rent expenses in nearly half by 

relocating to a different office building outside the City center. But, both Stockholm and 

Boston are expanding cities both economically and population wise and the city center in 

general is growing and the rent levels in all sub markets are in fact growing, some faster than 

others, looking historically, it is very clear that when the rent levels in sub market increases, 

so does the rent levels in the CBD and inner city areas. A big difference is that central 

Cambridge in 2015 passed CBD in gross rent. Although Cambridge did not pass the 

downtown rent levels, this is something that has not happened on the market in Stockholm.  

 

There are also an interesting observation regarding the vacancy rate in each market. In 

Stockholm CBD vacancy rate has slowly decreased over a five-year-period, while the vacancy 

rate in Boston has fluctuated more over the same period. The level is also much lower in 

Stockholm CBD then in Boston CBD, 4,5 percent compared to 12,7 percent. This can 

principally be explained the market differences. In Stockholm basically every company, 

despite industry, is considering CBD to be the only area with addresses of high status. The 

office market in Boston differs to Stockholm´s in a way were companies do not always 

consider CBD to be the most attractive area for their office. They rather focuses on clustering 
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where they can receive knowledge exchange and a closer contact to business colleagues. The 

result is that high tech and smaller companies are locating in Cambridge and Seaport while 

financial institutions and law firms prefer CBD. This difference together with a large number 

of office projects and a great office stock results in a vacancy rate that are more than twice as 

high as for Stockholm CBD. The trend for each market is considered to continue to follow the 

past five-year-pattern, were Stockholm CBD vacancy decreases or stabilizes and Boston CBD 

vacancy also decreases but stabilizes on a higher level. 

 

Vacancy rates in Solna and Sundbyberg have also seen this type of downfall, despite the 

heavy development and increase in lettable office space. The high demand for office space in 

these areas are lowering the vacancy level and further development indicates that this trend 

will continue. Despite a declining in vacancy the levels are not expected to reach as low levels 

as in Stockholm CBD. They are predicted to stabilize a few percentage points above CBD. 

The low vacancy level and high rent level can mainly be explained by a constant office stock 

and a extremely high demand. Unlike CBD there is possible to further develop Solna and 

Sundbyberg with more lettable office space to meet the demand. 

 

The sub markets in Stockholm and Boston varies a lot in both rent and vacancy levels relative 

to CBD, and how they are structured and which type of companies they are attracting. Both 

Solna and Sundbyberg are similar to Cambridge and Seaport in that way that they all follow a 

trend with decreasing vacancy levels and increasing rent levels. This indicates that all areas 

are considered more and more attractive and demand for office space are increasing. The 

benefits of office space outside of CBD are, amongst other things, a more flexible office, 

better indoor climate thanks to newer technology and high-tech facilities.  

 

So, are we following Boston’s footsteps when it comes to office market trends? 

The conclusion drawn from this study is that each market are following the same trend but 

varies in initial levels and relative to each other. Regarding the rent level, Solna and 

Sundbyberg will, unlike Cambridge and Seaport, most likely not exceed the rent level in CBD 

and also not fall below in vacancy rate. The sub markets in each country differs a lot but 

Solna and Sundbyberg will most likely follow Cambridge and Seaport in both increasing rent 

levels and decreasing vacancy rates thanks to continuous increase in popularity - A big 

partition factor between the two Cities. In spite of this trend the sub markets in Stockholm are 

predicted to never catch up with the rent level and vacancy in CBD.  This reasoning is also 
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supported and strengthen by Jenny Siberg on Newsec, and the Downtown. In Boston, no big 

name companies have moved out of the city, but listening to the real estate industry, this is 

something we might see coming. In Stockholm, this has already happened.  

  



 

 

38 
 

5. Discussion  

To determine whether Boston and Stockholm are two valid comparable, many aspects needs 

to be taken in to consideration and thought through. Every office market and sub market is 

unique in many ways which always needs to be in the back of the head of the reader when 

looking at this report. Boston and Stockholm are both premier cities when it comes to center 

of education and being a hub for tech start-ups and financial giants and are both following the 

general ups and downs of the economy. 

 

Traffic is, and will be an even bigger issue in Boston if the population continuous to increase 

in its current pace. Seaport, Cambridge and Downtown are all relatively tough to access 

especially due to the size of the population. This limits companies’ opportunities to move out 

of the city and still maintain the accessibility. In other words, the downtown areas, including 

CBD, lacks accessibility compared to Stockholm region. Public transportation in Stockholm 

is very well developed and can support the amount of inhabitants and the roads are far less 

congested than Boston which makes the suburbs much easier to access. 

 

When it comes to the permitting process Stockholm and Boston are similar in many ways, 

especially one of the most important aspects, time. The time it takes to process construction 

and development is more or less the same. 
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