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Market Close-up: Boston Hotel
Overview and Economy. The Boston MSA is home 

to nearly 4.8 million people. Boston is the largest city 
of Massachusetts as well as the �0th largest MSA in 
the U.S. Over the past year, �4 new hotels were added, 
amounting to nearly �,700 rooms. In  addi t ion ,  
twenty new hotels (2,679 rooms) are scheduled to 
open in 20�8. Real (20�6 dollars) running �2-month 
revenue per avail-able room (RevPAR) fell to $�4�.�2 
in December 20�7 versus $�42.88 in the prior year, 
while the real aver-age daily rate (ADR) was flat at 
$�9� per key over the  same period. 

The largest industries in the MSA are educational 
and health services, professional and business services, 
trade, transportation and utilities, government, and lei-
sure and hospitality. As the fifth largest industry in the 
area, leisure and hospitality comprise 9.5% of the total 
non-farm employment. Fortune 500 companies such 
as General Electric, Liberty Mutual Insurance Group, 
and Biogen as well as top private companies, 
including  Fidelity Investments and Boston Consulting 
Group are all based in the MSA. The largest 
employers include Partners HealthCare (58,004), 
University of Massachusetts (24,086), Stop & Shop 
(2�,8��), and Harvard University (�8,�68).

With its rich history, Boston is an attractive destina-
tion for both business and leisure. Its knowledge-based 
industries attract thousands of professionals each year 
for conferences and other events, while its universities 
also generate significant tourism revenues for the local 
economy. Other MSA attractions include sports teams 
(Red Sox and Fenway Park, Celtics, Patriots, and Bru-
ins), the Museum of Fine Arts, the Freedom Trail, and 
dozens of historic sites. 

Boston Logan International Airport (BOS) handled 
over 36.2 million passengers in 20�6, 6.6 million of 
whom were international. Boston Logan is expected 
to reach 40 million passengers before 2020. Further, it 
has 75 nonstop domestic destinations and 54 nonstop 
international destinations. 

In previous issues, we have discussed a covariance 
analysis that was first published in the Spring 2007 
Wharton Real Estate Review and updated in 20�6. The 
analysis examines how various economic indicators 
behave in individual metropolitan areas based on 
national economic changes. For each MSA, we 
calculated a statistical equation, which summarizes how 
a �00-basis point (bp) change in the national variable 

affects the local indicator. The equation consists of a 
constant (“alpha”) for each market and a “beta,” which 
is a multiplier applied to the national percent change 
in employment. The alpha indicates MSA growth 
that is independent of national growth. If there is no 
national job growth, alpha is the expected annual 
change in MSA employment. The beta for the U.S. as 
a whole is, by definition, equal to �.0. An MSA with a 
beta of one registers (on average) an increase of �00 
bps in employment growth plus alpha when national 
employment rises by �00 bps. A beta that is less than 
�.0 indicates that the MSA does not boom (or bust) to as 
great an extent as the national economy, while a beta of 
greater than one indicates that such an MSA experiences 
swings of greater magnitude (compared to the local 
base) than the percentage changes at the national level.

With an employment beta of 0.84, the Boston MSA 
employment base responds �6% less than national 
employment changes. The MSA has an alpha of -0.30, 
indicating modest negative employment growth of 0.3% 
when U.S. growth is zero. Boston has a break-even 
point of 0.04%, indicating that annual U.S. employment 
growth must be at least 0.04% in order for the Boston 
metro to have positive employment growth. Its R-
squared statistic of 0.72 indicates that the forecasting 
model for Boston employment growth explains future 
job growth with 72% “fit.” 

Our model projected that the Boston MSA would 
lose 5.9% of jobs given that the nation lost 6.3% of its 
jobs during the recession. In fact, during the Financial 
Crisis, the Boston metropolitan area lost �0�,000 jobs 
(4%). While U.S. employment has grown �4% from 
the bottom through January 20�8, metro employment 
has increased �4.2% through January 20�8, above 
our predicted 9.�% growth from the bottom. Through 
January 20�8, the MSA had regained 34�,000 (338%) 
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of the �0�,000 jobs lost during the recession versus 
209% recovered by the nation through the same period. 
The Boston metropolitan area reached all-time high 
employment in January 20�8 at slightly more than 2.7 
million jobs.

The MSA unemployment rate dropped to 4.�% 
in August 2007, and ballooned to 8.�% in January 
2009. Unemployment has dropped steadily during the 
recovery, and continues to decrease at 3.�% in January 
20�8. The national unemployment rate peaked at �0% 
in October 2009, and has since declined by 590 basis 
points to 4.�% through February 20�8. 

Hotel Market Statistics. According to Smith Travel 
Research (STR), the MSA has 55,444 rooms in 375 prop-
erties. The running �2-month occupancy rate through 
January 20�8 rose 40 bps year-over-year to 74.4%, 
standing above the national average of 66% occupancy. 
STR reports that nominal RevPAR stood at $�45.48 in 
the MSA in January 20�8, up 2.�% from a year ago. Over 
the same period, U.S. nominal RevPAR increased 2.9% 
to $83.68. Boston’s MSA’s nominal �2-month ADR in-
creased �.6% to $�95.62, while national nominal ADR 
increased 2% to $�26.88 per key. On a real year-over-

year basis (20�6 dollars), Boston RevPAR increased by 
0.45%, while ADR did not change. In comparison, real 
U.S. RevPAR and ADR increased by �.25% and 0.36%, 
respectively, over the last year.

Visitor Trends. Boston had nearly �9 million 
visitors to the MSA in 20�7 and is expected to surpass 
that level this year. Domestic travelers accounted for 
92% of all visitors to the Boston area, with residents 
from California, Illinois, and New York topping the 
list. International visitors — who were primarily from 
the United Kingdom, Germany, and China — doubled 
between 2005 and 20�5. However, these statistics do not 
include visitors from Mexico and Canada. The Greater 
Boston Convention & Visitors Bureau is particularly 
focused on attracting both business and leisure visitors 
from China, launching its WeChat account in December 
20�7. WeChat is the most important social networking 
“app” in China that combines the capabilities of 
Facebook, Twitter, Paypal, and Amazon.

The gap between hotel supply and demand is 
increasing, forcing hotels to offer competitive prices 
and deals to visitors. Hotel demand from leisure 
visitors in the MSA has remained consistent over the 
past few years, whereas there has been a slight increase 
from business travelers. Hotel occupancy is typically 
at its strongest point on Tuesday and Wednesday 
nights, averaging 76%. Year-over-year visitor trends 
should be relatively stable in 20�8 with annual events 
such as the Boston Marathon and the Head of the 
Charles Regatta occurring later in the year.

Investment and Sales. Based on 2005-20�7 sale 
transactions, the real (20�6 dollars) long-term average 
price per hotel room in the MSA is approximately 
$94,900, which compares to $�35,500 for the U.S. In the 
fourth quarter of 20�7, the real average price per hotel 
room stood at approximately $�44,000, 52% above its 
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�0-year average. In comparison, the current real U.S.
pricing is about $�39,�00 which is just 2.7% above the
national long-term average.

Real Capital Analytics (RCA) reported 23 com-
pleted sales transactions during the past year (February 
20�7-February 20�8). Significant transactions include 
Fairmont Copley Plaza for $�70 million ($444,000 
per room), the Mandarin Oriental Hotel for $�40 mil-
lion ($946,000 per room), the Taj Boston $�25 million 
($458,000 per room), the Envoy Hotel for $��2.5 mil-
lion ($827,000 per room), the Kimpton Nine Zero for 
$85.� million ($448,000 per room), the Courtyard Bos-
ton Cambridge for $82 million ($396,000 per room), 
and the Kimpton Hotel Marlowe for $8�.8 million 
($346,000 per room). 

Major buyers of hotel properties over the last two 
years include: Highgate Holdings ($207 million in ac-
quisitions, 2 properties); Ashkenazy Acquisition ($�70 
million, � property); RLJ Lodging Trust ($�4� million, 
3 properties); Mandarin Oriental ($�40, � property); 
Eastern Real Estate LLC ($�25 million, � property); 
Lubert-Adler ($�25 million, � property); and New Eng-
land Development ($�25 million, � property).

Major sellers of hotel properties over the past two 
years include: RLJ Lodging Trust ($�70 million in dis-
positions, � property); Rockwood Capital ($�55 million, 
3 properties); FelCor Lodging ($�4� million, 3 proper-
ties); Anglo Irish Bank Corp ($�40 million, � property); 
IBRC ($�40 million, � property); and Tata Group ($�25 
million, � property).

Construction Pipeline. According to Lodging 
Econometrics, �4 new hotels (�,69� rooms) were com-
pleted in the MSA in 20�7, representing 3.�% growth 
of existing inventory. At the start of 20�8, there were 22 
hotels (3,5�6 rooms) in the early planning stages, �8 ho-
tels (3,506 rooms) scheduled to break ground in the next 
�2 months, and 23 hotels (3,749 rooms) under construc-
tion. In aggregate, the construction pipeline consists of 
63 hotels and �0,77� rooms (�9% of existing inventory, 
�3th out of top 25 markets). Our forecast assumes that 
the rooms currently under construction will be added to 
inventory over the next two years, with the remaining 
hotel pipeline added over the next five years.

Opportunities and Challenges. The MSA continues 
to exhibit the trend of strong growth, outperforming 
both New England and the nation. While five of the 
ten largest employers in the MSA are hospitals, and its 
largest industry remains education and health services, 

the professional and business services sector also has a 
large presence with 3.�% job growth during the last year, 
outpacing the 2.6% nationwide gain. These sectors will 
continue to grow, driven by technology and research 
drawing business to the MSA’s hotel industry.

Boston’s location has created significant challenges 
for the region. In early January, the “bomb cyclone” hit 
with severe winds, and the storm surge resulted in the 
highest tide levels of Boston Harbor since �92�. People 
were forced to flee their homes, were trapped in cars, and 
thousands were left without power for extended periods. 
The MSA is still dealing with infrastructure damage. 

Outlook. Our employment forecasts are net of 
construction jobs, due to the volatility and short-term 
nature of that sector. We forecast that the Boston 
metropolitan area will add roughly 52,300 non-
construction jobs per year in 20�8-202�. The �2-month 
rolling average hotel occupancy rate stood at 74.4% 
in January 20�8. We project that the Boston hotel 
occupancy rate will be 72.6%, 73.�%, 74.3%, and 75.6% 
by year-end 20�8-202�, respectively, with demand 
growth keeping pace with significant new supply.
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