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The pandemic’s boost to the scientific industry were again evidenced as Q3 closed out with 
an active market and growth across all hubs on the I-270 corridor. With the race to innovate 
vaccines and cutting-edge cell and gene therapies, funding for life sciences is greater than 
ever and lab space is in high demand. 

While vacancy is still low, several landlords and developers are looking to deliver lab spaces 
on a speculative basis in 2022 via conversion of existing buildings. Speed to occupancy 
remains the key differentiator in the market.  The trend has been the next-to-deliver spec 
labs often have signed leases prior to completing construction.  Also, there has been an 
increase in ground-up development spanning from Baltimore to Manassas, with rising rental 
rates across the board.

Supply chain lags have become apparent in lab construction for both timeline and pricing.  
Most projects are experiencing a delay in delivery by 1 to 3 months.  The pricing of the 
projects has been a moving target as well with some budgets increasing by 30% or more 
from preliminary pricing estimates. 

With continuing demand for lab space and lagging supply, rental rates are increasing across 
almost all lab hubs in the DMV.  Since 2015, average marketed lab rents have increased by 
over 66% with an average annual increase of 9.5% per year.  When this metric is applied to 
forecast the next 5 years, it pushes Class-A rents well into the $60’s by 2026.  Even with a 
(relatively) modest 5% increase over the next 5 years the market for Class-A lab space will 
be in the mid-$50 range.  
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Two notable properties in Rockville saw immediate interest from the market:

• Boston Properties purchased a 31-acre site at Shady Grove Road and Gaither Road with 
existing structures able to convert to lab in the short term with the ability to deliver up to 
900,000 sf of new lab development in the coming years.

• 9601 and 9603 Medical Center Drive were acquired by ARE earlier this year and have 
plans for full renovations. There is a group negotiating for all 48,000 sf of 9601 Medical 
Center Drive. 9603 Medical Center Drive is moving forward with plans to build spec lab/
office suites in the 7,000 sf range.

Another hot commodity was the existing labs at Twinbrook previously occupied by NIH. The 
labs were purchased by GlenLine, who got renovations underway to deliver spec lab suites 
under the brand of TwinLabs.  The new project was quickly leased by four separate tenants 
who took 25,000 feet in a matter of a couple months – also emphasizing the fact that the lab 
market is being pushed further south. 

ARE took the risk to build 9808 Medical Center Drive on a speculative basis, and it paid 
off.  Before they even broke ground, the NIH signed for 26,000 sf of the 98,000 sf building.  
WellStat added to their holdings at 14200 Shady Grove Road with an additional 32,000 sf 
sublease from GSK.  

Germantown had a significant office-to-lab conversion with Siranomics, a clinical-stage 
biopharmaceutical company, which will facilitate the next level of growth by leasing a 
majority of 20435 Seneca Meadows Pkwy.

I-270 CORRIDOR

65% growth in average marketed rental rates since 2015 (9.5% per year)
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There is ongoing interest in the Frederick market due to the need for large blocks for 
manufacturing requirements. The Frederick market is evolving on the R&D side as well with 
new spec labs under construction at 7495 New Horizon Way – an interesting development 
considering the market has been historically underserved for R&D lab space. Accommodating 
for smaller scientific tenants will allow for springboard options out of incubators such as FITCI 
and will result in growth for Frederick as a scientific hub. 

There is a lack of suitable lab product in Baltimore and there has been for some time. The 
2 major projects at JHU and UMD have had spaces lease almost immediately when they 
become available. The Port Covington market is showing new promise with South Duvall’s 
partnership with Sagamore Ventures at City Garage where they’ll be looking to convert 
70,000 sf into labs by Q3 2022. Also, Wexford’s 4 MLK (at UMD) is showing positive signs of 
getting out of the ground. Hope is near for growing scientific companies looking to maintain 
adjacencies to leadings academic institutions in Baltimore.

FREDERICK

7495 New Horizon Way, Frederick MD

City Garage - 101 W Dickman Street, Baltimore MD
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The lab market will see significant growth and additional inventory from ground-up 
development and conversion of existing buildings. In Rockville there will be three or 
more new opportunities for spec labs of various sizes. As for Gaithersburg, not much 
is on the horizon except the ground up development for Novavax. The market will 
continue moving south into North Bethesda as opportunities present themselves for 
the second phase of spec labs out of TwinLabs and the newly entitled ground up 
development at Pike & Rose, 935 Prose Street. 

Rental rates will continue to rise; the current trajectory is aimed at the mid-$40s in Q1 
2022. The cost of construction has moved to the point that it will need to be accounted 
for in future transactions through increased rental rates and potentially increased 
tenant improvement allowances.  

15245 Shady Grove Road,
North Building, Suite 210
Rockville, Maryland 20850

301-980-0641
mbrady@scheerpartners.com

203-803-7283
adavis@scheerpartners.com

Principal, Senior Vice President

Vice President

SCHEER PARTNERS, INC
A REPUTATION FOR RESULTS

CONTACT US:

MATT BRADY

ANDREW DAVIS

FORECAST

BIOHEALTH

LAB MARKET REPORT

Q3 
2021

CAPITAL REGION 


