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Market Overview

Caracas, Venezuela
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At year end 2006, Venezuela saw the 
re-election of the leftist-populist Hugo Chavez 
as President. Venezuela offered excellent 
opportunities for investment due to extraordinary
oil revenues at then-current international 
prices (US$ 60 per barrel). The major force
behind the oil price rise is considered to be 
the 9% growth in the Chinese GDP, which will be
an influence in the oil industry for years to come,
as well as the increased economic activity in
India, the US and Europe. Oil prices,
Venezuela’s strategic position, reduction of 
high unemployment and a longer period of 
political instability than expected make
Venezuelan’s believe they will continue being 
on their way to recovery. GDP growth has 
been above 10% for the last two years, and 
it is expected to continue its upward trend 
in 2007.

The Bolivar has been devalued in 2002/2003
and subject to exchange controls to the U.S.
Dollar and other foreign currencies; however, due
to the high oil revenues, it has not been fully
adjusted and it is currently overvalued. The
impact in the real estate market has been dra-
matic, with prices that have picked up in 2005
and are now at 1997 level. Construction activity
in the residential, manufacturing, office and retail
markets has been very low over the past seven
years; however, the government put in place a
policy of low interest rates for housing in 2006
that started a construction boom in the residen-
tial area, and it is now followed in the commercial
area. Many corporations have upgraded their
premises to profit from low prices in the recent
past, as well as using the Bolivars they have gen-
erated in their operations.

Venezuela has recently become a member of
Mercosur. We expect that this commercial 

association, as well as Venezuela’s excellent 
relations with Brazil and the Andean countries 
will be a big boost to Venezuelan trade in the next
few years.

In 2003, the Venezuela real estate market felt
the impact of a recession, both in number of
transactions and prices, but has been improving
since htat time. The forecast for 2007, based on
President Chavez plans, is promising. The real
estate market is expected to continue its boom as
the market and the growing oil revenues respond
to meet the tremendous needs that exist in
Venezuela, especially in the low-income 
residential market.

The office market in Caracas, which is
dependent on foreign companies, has become
very thin. Sale and rental prices in US Dollars
have increased from their lows in 2003 while
construction of new projects have started but will
not enter the market until 2008.

Venezuela’s manufacturing sector has been
depressed since 1999 but has improved in 
2006 and appears set to continue its expansion
in 2007. Bulk warehouse space and manufactur-
ing facilities have bottomed out in prices in 2003
and have partially recuperated in 2006, a trend
that is expected to continue in 2007; excellent 
properties are still available at very convenient
prices. This sector will benefit from plans by the
Chavez Administration to reduce unemployment
through development of the manufacturing,
construction, and agricultural sectors.

Venezuela’s Shopping Center industry has
shown a spectacular growth. The majority of 
the retail space in local Shopping Centers is
owned by separate companies. Efforts are 
being made to find more professional and 
efficient ways to administer and market the 
country’s Shopping Centers.

Caracas 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 (per buildable M2)

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

$ 22.48 $ 31.47 N/A N/A
$ 11.68 $ 21.59 N/A N/A
$ 8.97 $ 14.38 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

$ 1.58 $ 10.78 N/A N/A
$ 2.69 $ 6.75 N/A N/A
N/A N/A N/A N/A

$ 26.96 $ 55.05 N/A N/A
N/A N/A N/A N/A
N/A N/A N/A N/A
$ 17.98 $ 35.84 N/A N/A

$ 1,050 $ 2,400
N/A N/A
N/A N/A
N/A N/A
N/A N/A
$ 84 $ 1,000
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The economy in Uruguay continued to 
expand in 2006, and the overall direction of the
market calls for strong growth to continue at a
healthy pace in the next year. Following the 
recession of 2002, the government enacted a
series of reforms and policies that have helped
the markets not only stabilize relatively quickly,
but also start steady growth in various key 
sectors of the economy, particularly those 
related to agriculture and services. The year end
estimate is for GDP growth to maintain a level of
about 5% for 2006.

This general increase in economic activity
has also started to re-activate certain segments
of the real estate markets, particularly for 
residential projects and farm and ranch 
sales. Significant activity is taking place in 
the residential sector with major multi 
tenant projects underway in the resort areas and
larger cities.

As in the past, the outlook in Uruguay over 
the next twelve months will in part depend on 
the performance of the Argentine and the
Brazilian economies which have dominated and
historically controlled the main economic 
indicators in Uruguay. Even more so, the 
presidential elections of last year determined the
degree of change in terms of the increased state
participation in the economy.

Montevideo is the nation’s capital, and with
its 1.3 million inhabitants is primarily oriented
towards the service industries, particularly 
banking, and has a relatively large public sector.

The city has still not developed a substantial
modern office stock and most of the office
spaces can be classified as class B and C,
especially in the older downtown area where
most of the government and economic activity
has been concentrated.

During the 90´s because of the growth in the
economy and foreign investment (the GDP 
nearly doubled between 1992 and 1998), a
number of new office buildings with relatively
modern characteristics (i.e. Central A/C, raised
floor, etc.) where built. Towards the end of the
decade the prime office market clearly moved
out of the old downtown and more into the
northern and eastern areas of town.
Nevertheless the quality office market continues
to be relatively limited and there are fewer than
a dozen buildings that can be classified as 
modern class A type office space.

At the end of 2006, with the economy 
picking up again, the office market is beginning
to see somewhat more activity. This has still not
impacted significantly in the Class A vacancies
or prices, and the tendency is for stable values
in the near term, still mostly in the range of US$
5-10 per square meter per month. However,
certain locations and asset classes are seeing
more demand and investment activity. For
example, such is the case in the ongoing revival
of certain parts of the old downtown area, with
restaurants and small shops, as well as the
growing attractiveness of certain gated 
community projects in the suburbs.

The industrial market has in general also
been stable as far as demand and supply, with
no significant changes in price levels in most
asset classes. With the healthy uptick in the
economy there has started to be some stronger
demand from developers and investors, who see
the market starting to turn back up.

The residential market in general 
remained stable, although the residential 
development segment has re-activated to a 
significant degree, particularly in the higher
market segments.

Montevideo At-A-Glance
Net Rent/M2/Month Net 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
Land in Office Parks
Land in Industrial Parks
Office/Industrial Land - Non-park
Retail/Commercial Land
Residential

$ 10.00 $ 20.00 $ 11.15 $ 22.30 20.0%

$ 5.00 $ 15.00 $ 5.57 $ 16.72 25.0%

N/A N/A N/A N/A N/A
$ 7.00 $ 15.00 $ 7.80 $ 16.72 30.0%
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 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 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 N/A N/A
N/A N/A N/A N/A
N/A N/A N/A N/A


