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Gables Residential Development Director Joseph G
Shea takes in a view from the roof of Gables Seaport,
a new luxury apartment complex on Congress St., in
the Seaport.
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In Boston's luxury condo market, supply-and-demand
don't apply

In Boston's luxury condo market, nothing simple about supply and demand

Mar 6, 2020, 4:05am EST

Boston’s luxury condo market is facing a mismatch
between supply and demand: Developers are building
condos aimed at the wealthiest buyers, but buyers are
looking for a wider range of prices, according to real
estate experts and recent data.

While Boston’s population is growing, wage growth
hasn’t kept up with the fast rise of prices, according to
a recent recap of Boston’s luxury condominium market
by The Collaborative Cos.

“Buyers have not been able to fully engage in this new,
costlier market,” the report said. “The factors which
would traditionally support a fast-absorbing pricing dynamic do not appear to be available
for this current supply of product.”

See also: Mayor Walsh's $500M affordable housing plan faces a test on Beacon Hill

In other words, thousands of luxury units are being built across the city, but sellers may
have to lower those prices or risk sitting on unsold condos until the supply-demand
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imbalance gets restored. The report recommends that a consistent volume of sales can only
happen if new residential units are designed with a broader range of sizes and price points.

Record-high sales prices

Total home sales fell over the course of 2019, sending worries through Boston’s residential
brokerage community. But at the same time, Boston saw record-high sales prices: The
median cost for a condo in Boston was $810,000 in 2019, and average listing prices were
$280,000 higher in 2019 than in 2018, said Laura Gollinger, vice president of The
Collaborative Cos., who oversees research and design development programs for the
Boston-based residential consulting and analytics firm.

“Some people were kind of saying the sky was falling. And in reality, yeah, the absorption
was less. But the price points were much higher,” Gollinger said. “The number of
transactions was slightly less, but the price points were record-setting.”

For instance, at both the recently opened Four Seasons Private Residences One Dalton
Street in Back Bay, and at Pier Four in the Seaport District, some units sold at over $4,000
per square foot. “The city’s never seen anything like that,” Gollinger said.

Some 25,700 units are either planned or under construction across Greater Boston,
according to the report. In the Seaport alone, some 1,200 apartments and condominiums
are expected to come online within one block of each other, at NEMA Boston,
EchelonSeaport, Gables Seaport and the St. Regis Residences, Boston.

EchelonSeaport is a good example of unit diversity: With a price range of $700,000 to $5
million and higher, EchelonSeaport has seen a “brisk pace,” selling around 10 units per
month.

This year prices may level off, which could allow wage growth to catch up, said Mike
Schlott, president of Kinlin Grover Real Estate, which operates from Cape Cod through
Plymouth and Bristol counties.

“The last couple of years I think we’ve seen a more normalization in price appreciation in
Massachusetts,” Schlott said. “Hopefully wage growth is keeping up with that.”

Million-dollar battles

The heaviest competition continues to be for homes priced under $1.5 million. In past years,
the buyer pool would have been focused on the under $1 million range, Brian Dougherty,
managing director of residential brokerage Compass in Boston and head of the firm’s
private brokerage division, said.
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“The price band under $1.5 (million) is where buyers have to roll up their sleeves and really
make a very strategic effort to find a place in core Boston,” Dougherty said.

Dougherty recalled one property, priced at $1.25 million, that recently received 17 offers to
buy. “There are for sure buyers that in years past would have been in the mix, and they’re
kind of waiting it out, or they’re priced out of the market,” he said.

Boston’s buyers have predominately been locals, Gollinger said, as opposed to Manhattan,
which tends to draw a larger pool of foreign investors. As a result, the pool of buyers who
can afford an ultra-luxury product is small relative to the city’s entire residential market. In
2019, for all of Boston’s luxury residential buildings, there were just 60 transactions at $6
million and above, Gollinger said. Most of those were at One Dalton and Pier 4.

“As you get larger in terms of your price point, your demand dips,” Gollinger said.

At the ultra-luxury Raffles Back Bay Hotel & Residences, now under construction now at 40
Trinity Place, a majority of units will be priced between $2 million and $5 million. That’s an
example of where The Collaborative Cos. is advising developers to not emphasize the top
1% of buyers.

“There’s definitely demand for both new luxury and new mid-luxury,” Gollinger said. “I just
caution that, as people are planning new projects, really keeping in mind who the buyer is,
because having empty buildings isn’t good for anybody.”
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