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Since 1990 the Lima market has been 
overbuilt. In the past two years demand finally
caught up to supply. New projects have been
coming on line as there is significant demand for
Class A space. With strong absorption, and
increased demand created by foreign direct
investments, new projects by foreign and local
investors have increased. This has created a
steady increase in lease rates and the willingness
of property owners/managers to demand
stronger contract conditions, and built in rent
increases have moved up from 1-2% up to the
United States CPI.

Contiguous Class A office space between
2,000 and 5,000 square meters is not available
in Lima. As a consequence the few new office
developments have had great success in attain-
ing full occupancy with higher lease rates. This
demand has caused the construction of several
new office projects in the pipeline.

The lack of Class A office space is 
compounded by high end corporations that
require their own class A headquarters facilities
via build-to-suit Developments. This approach
has also facilitated sale-leaseback transactions in
the market. Now, after upsizing, tenants and 
user-owners find themselves with little expansion
space. These corporations include: Bank 
Wiese, Inserfinsa, Real Towers of Centenario and
Ernst & Young. Their buildings were initially
designed as multi-tenant buildings. While these
lease arrangements favorably impact the tenants’
profitability, at least initially, they were compelled
to reduce their total operating costs through
newer new hi-tech facilities. A key reason for
wanting to own rather than lease office space
appears to be that additional tenants in their 
principal facilities are seen to downgrade the 
corporate image they wish to project.

Although Class B space does not directly
compete with Class A space, it has exerted an
important impact on the economics of the overall
Lima office market as it is also enjoying excellent
occupancy rates.

Smaller corporate users have also relocated
to improve their image at lower rates and this
trend has been an important element in the 
office leasing market, further reducing vacancy
rates. There have also been a few significant
office leases by new companies entering the
market. An example of this in migration is the
Ernst and Young building, which has managed to
lease some 9,000 square meters of excess Class
A office space. While other Class A office 
buildings at the same time have been 
maintaining their occupancy rates through
expansion and smaller users.

In 2005 and through 2006, the lease rates in
the corporate commercial office market have
increased significantly providing investors a good
return. Because of corporate relocations,
demand is finally exceeding the supply. This 
supply will continue to diminish until the buildings
currently in the pipeline are available to take care
of the demand. It has become difficult to find
1,500 to 5,000 square meter Class A space
available. Most contiguous areas available are the
range of 300 to 800 square meters. This is 
feeding the new office construction boom since
foreign investment has significantly increased as
rental rates have trended upward with higher
annual bumps and credit tenants.

With the development projects starting, the
districts to gain the most initially will be Miraflores
and San Isidro, due to the immediate and high
quality services available. San Isidro is also the
most preferred residential area for foreign 
corporation’s personnel.

Lima At-A-Glance
Rent/M2/Month Rent/SF/Year Vacancy

DOWNTOWN OFFICE Low High Low High
New Construction (AAA)
Class A (Prime)
Class B (Secondary)

SUBURBAN OFFICE
New Construction (AAA)
Class A (Prime)
Class B (Secondary)

INDUSTRIAL
Bulk Warehouse
Manufacturing
High Tech/R&D

RETAIL
Downtown
Neighborhood Service Centers
Community Power Center
Regional Malls

DEVELOPMENT LAND Low/M2 High/M2 Low/SF High/SF

Office in CBD (per buildable M2/SF)

Land in Office Parks
Land in Industrial Parks
Office/Industrial Land - Non-park
Retail/Commercial Land
Residential

$ 13.00 $ 17.00 $ 14.49 $ 18.95 10.0%-
$ 9.00 $ 12.00 $ 10.03 $ 13.38 10.0%-
$ 7.00 $ 10.00 $ 7.80 $ 11.15 15.0%+

$ 9.00 $ 12.00 $ 10.03 $ 13.38 15.0%+
$ 8.00 $ 11.00 $ 8.92 $ 12.26 5.0%+
$ 5.00 $ 8.00 $ 5.57 $ 8.92 25.0%+

$ 1.00 $ 3.50 $ 1.11 $ 3.90 20.0%+
$ 1.00 $ 3.50 $ 1.11 $ 3.90 20.0%+
$ 4.00 $ 6.00 $ 4.46 $ 6.69 10.0%+

$ 3.00 $ 10.00 $ 3.34 $ 11.15 25.0%+
$ 3.00 $ 9.00 $ 3.34 $ 10.03 25.0%+
$ 3.00 $ 9.00 $ 3.34 $ 10.03 10.0%+
$ 8.00 $ 10.00 $ 8.92 $ 11.15 5.0%+
N/A N/A N/A N/A N/A

$ 500.00 $ 1,200.00 $ 46.45 $ 111.48 
$ 150.00 $ 500.00 $ 13.94 $ 46.45 
$ 150.00 $ 250.00 $ 13.94 $ 23.23 
$ 70.00 $ 200.00 $ 6.50 $ 18.58 
$ 500.00 $ 800.00 $ 46.45 $ 74.32 
$ 400.00 $ 1,200.00 $ 37.16 $ 111.48 
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Puerto Rico is the main U.S. frontier in the
Caribbean with great access to South America. All
communications, finance, transportation, and
major airlines go through Puerto Rico to points
East and South, and the new deep water ports at
San Juan and Ponce bolster the territory’s eco-
nomic position in the region.

The outlook for the Puerto Rican economy is
stable and growing, largely reflecting conditions
within the U.S. Puerto Rico still maintains 
generous tax exemptions for incoming manufac-
turing and hotel construction, although these 
are no longer automatically given but negotiated.
While tax exemption for certain manufacturing
under the “936” program is being phased out,
the program continued to benefit U.S. companies
with subsidiaries in Puerto Rico through 
2006. The 936 tax exemption program is being
reduced from 90% tax exemption on profits to
40% tax exemption by this year. However, new
industrial developments continued. San Juan 
and Ponce have been geared up for entry into 
the free trade zone category and for the develop-
ment of deep-water transshipment ports, to
which public and private funds have already 
been committed. Additionally, the already large
presence of international pharmaceutical 
corporations in Puerto Rico continued expanding,
with firms taking advantage of tax exemptions
and duty-free access to U.S. markets. Other
major new developments have been tourism-
driven expansions.

The island is quickly running out of ware-
house space. Old manufacturing plants are being
converted into warehouse and manufacturing
space for new products. Sugar cane production,
sewing mills, and labor-intensive businesses
have all closed, as firms have moved these type
operations to cheaper locations in the Dominican

Republic or elsewhere in Central America.
Specifically, the supply of 2,000 to 3,000 and
20,000 to 50,000 square-foot docked warehous-
ing is inadequate to meet current demand. New
facilities have been renting at $5 to $7.50 per
square foot before they are finished.

Land in metropolitan San Juan is valued at
more than $200-$300 per square meter with
industrial zoning. Thus, land cost to build an
industrial park warehouse has been as much as
$800,000 per acre, if the land was even avail-
able. Firms have been  looking to towns on the
perimeter of San Juan for warehousing and in
Cataño, Bayamon, Guaynabo, Trujillo Alto or
Carolina. In these areas, industrial land can still
be found for as little as $160,000 per acre. While
construction of new facilities in Puerto Rico can
last 6 to 9 months and permitting can take sev-
eral weeks, the absorption rate has been almost
immediate for new 30-foot ceiling warehouses.

Class A office space was overbuilt by 2 million
square feet as of year end 2006. We estimate
that this sub-market will return to equilibrium in
2007. Small and medium enterprises are quickly
absorbing class B and C space, leaving very little
space currently available on the market.

The retail sector is stable and moving 
gradually toward shopping centers. Wal-Mart is
finding success in all the major cities and is heav-
ily committed to its presence on the island.
Moreover, until recently, Puerto Rico was the
biggest sales area for Sears, JC Penney’s and
other major retailers.

Condos in Condado continue to sell for
$500,000 and up. Low-cost and government-
subsidized housing, which made up most of the
residential construction, is selling for $60-
70,000. Resort areas are beginning to appear,
although these mostly comprise second homes.

San Juan At-A-Glance
(Rent/Square foot/Year) Low High Effective Avg. Vacancy
DOWNTOWN OFFICE
New Construction (AAA)
Class A (Prime)
Class B (Secondary)

SUBURBAN OFFICE
New Construction (AAA)
Class A (Prime)
Class B (Secondary)

INDUSTRIAL
Bulk Warehouse
Manufacturing
High Tech/R&D

RETAIL
Downtown
Neighborhood Service Centers
Community Power Center
Regional Malls

DEVELOPMENT LAND Low (Price/M2) High (Price/M2)

Office in CBD
Land in Office Parks
Land in Industrial Parks
Office/Industrial Land - Non-park
Retail/Commercial Land
Residential

$ 32.50 $ 35.50 N/A N/A
$ 30.00 $ 33.00 N/A N/A
$ 23.50 $ 25.00 N/A N/A

N/A N/A N/A N/A
N/A N/A N/A N/A
N/A N/A N/A N/A

N/A N/A N/A N/A
$ 7.00 $ 10.00 N/A N/A
$ 4.50 $ 8.50 N/A N/A

$ 35.00 $ 75.00 N/A N/A
$ 25.00 $ 35.00 N/A N/A
$ 12.00 $ 24.00 N/A N/A
$ 25.00 $ 55.00 N/A N/A

N/A N/A
$ 1,100.00 $1,750.00
$ 300.00 $ 500.00
$ 65.00 $ 300.00
N/A N/A
N/A N/A


