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Economic Outlook 
 
During the first half of 2012, the main economic variables showed that 
GDP grew at a slow pace. While the official estimates revealed a real 
GDP growth of 5.2% Y-o-Y in the first quarter, some industries either 
exhibited virtually no growth or shrunk. 
 
The monthly indicator of the industrial activity as well as the 
construction indicator, recorded three consecutive months of 
contraction (from April to June). In June, the first indicator fell by 4.4% 
Y-o-Y, while the second fell by 1.5% during the same period (both 
seasonally adjusted). 
 
On the demand side, consumption was the best performing 
component. In the first quarter it registered an increase of 7.3% Y-o-Y. 
Gross domestic fixed investment, that was the most dynamic 
component in recent years, moderated its growth rate to 2.8% Y-o-Y. 
Large part of this decline in the investment rate was explained by the 
new imports regulations imposed by the government, aimed to 
maintain foreign trade surplus. The worst affected were the imports of 
capital goods. 
 
With regards to foreign trade, during the first half of the year, exports 
dropped 1%. They were negatively affected by two circumstances. On 
one side, the local drought caused a fall in crop production. On the 
other side, the economic crisis in Europe, and to a lesser extent that of 
Brazil, reduced Argentine exports. 
 
In the same period, and due to the aforementioned foreign trade 
regulations, imports decreased by 6%. The capital goods were the 
worst affected imports (fell by 21% Y-o-Y). 
 
As a result of the interaction between exports and imports, the trade 
balance reached a surplus of 7,300 million dollars (26% increase Y-o-
Y). This surplus is expected to strengthen during the second half of 
2012. The drought in United States that led to an increase in 
commodities prices and the expected recovery of the Brazilian 
economy will be the main drivers of this improvement.    
 
 
 

 
In the first half of the year public expenditure grew 32% Y-o-Y, while 
tax collection grew 25%. This led to a primary surplus of 4,900 million 
Pesos and a budget deficit of 10,600 million Pesos that was financed 
by money issuing. 
 
Within this context, the government imposed several regulations over 
the foreign exchange market in order to restrain the pressure over the 
currency and stem a large devaluation of the Peso. Among other 
policies, the Government established restrictions in the acquisition of 
foreign currencies, performing real time assessments on the fiscal, 
financial and economic circumstances of the acquirer in order to 
authorize or reject the petition. Also, the Central Bank decided to 
revoke the right to sell foreign currency to individuals for the purpose of 
saving. 
 
One of the immediate effects of the policies enforced by the 
Government was a de facto Pesification. Faced with the impossibility 
of buying US Dollars, many contracts and operations have begun to be 
quoted in Pesos. 
  
The main challenge facing the Government in the second half of the 
year is induce a change in expectations. To validate lower inflation 
expectations it will be necessary to moderate the growth of money 
supply, through a better balance between income and expenditure and 
without a large fiscal adjustment. As there is no room for increasing the 
tax burden, the policy of cutting down subsidies to public utilities and 
transportation is expected to continue. 
 
Everything seems to point to a rebound in activity in the second half of 
the year. The high price of soybean and the expected recovery of the 
Brazilian economy allow forecasting a GDP growth of 4% for 2012.  
   

Economic Data  
Country Population (Millions) 40 
Buenos Aires Population (Millions) 18.5 
Unemployment Rate (%) 7.2% 
GDP (US$ B) 435.2 
GDP per capita (US$) – PPP 17,376 
Annual Inflation (%) 9.5%* 
FDI (US$ B) 6.38 
Exchange Rate (Pesos per US$) 4.53 
Source: INDEC 
* Private estimations differ from official figures 
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Market Summary 
 
Corporate quality office market in Buenos Aires is composed by 
1,100,000 square meters (m2). Corporate quality offices stands for 
Class A, Class AB or Class B buildings located within the Metro Area 
(Buenos Aires and North Greater Buenos Aires). 

Class A and AB stock is divided into 8 submarkets (Catalinas, 
Macrocentro Norte, Macrocentro Sur, Microcentro, Plaza Roma, 
Puerto Madero, Zona Norte CABA and Zona Norte Greater Buenos 
Aires) as follows: 
 

 
 
New supply of corporate office buildings has decreased in the first half 
of 2012. Production has reached 12,000 m2 approximately, all them in 
Class AB tier in Zona Norte GBA submarket. Another 40,000 m2 are 
expected to be delivered by the end of 2012, also in Class AB space in 
Zona Norte GBA. This submarket holds its position as the most 
dynamic and fastest growing district for the past 3 years. 
 
The current scarcity of corporate office space is due to the lack of 
investment in new projects back in 2009 and 2010. The global crisis at 
that time has contributed to the shrunken pipeline. In terms of political 
sentiment in 2011, the market turned speculative yet quite stable on 
the account of the presidential elections; however, the rebound that 
usually takes place after such event has been tackled by the 
introduction of several economic policies. 
 

 
 

Demand has been the lead market indicator for the past 2 years in 
Buenos Aires. Class A and AB absorption hit its peak at 110,000 m2 in 
2010, well above the average annual historical average of 60,000 m2. 
The steady growth in GDP from the past years has led to the 
expansion of demand. Other events contributing to such growth are 
several multinationals moving from costly, ageing premises into brand 
new, high quality office spaces; which unlike Class B or C buildings, 
these are compliant with international corporate standards in terms of 
safety and work environment. Additionally, this transformation of 
property portfolios has generated scarcity in the upper tier of corporate 
offices spaces (implied by lower vacancy) followed by an increase in 
supply of Class B and C buildings.  
 
In the first half of 2012, demand for corporate office spaces is starting 
to show traces of stagnation. Comparing on a year over year basis, 
absorption in the first 6 months of 2012 has reached 12,000 m2 
approximately, while the same period in 2011 born 66,000 m2 
approximately. The reduction in demand is mainly due to the 
introduction of aforementioned macroeconomic policies, market has 
responded cautiously based on the overall performance of economic 
indicators in the first half of 2012. 
 
Vacancy seems to have stabilized after dropping for 4 semesters in a 
row; we have detected minimal variations compared with 2011 end of 
year digits. The overall vacancy rate for Class A and AB offices is 
approximately 5%, aligned with last year’s closing rate and 2%  
below y-o-y. 
 
 

 
 
As illustrated above, after an overall reduction in the available space 
throughout the 2010 and 2011, in late 2011 and early 2012 the curve 
tends to a plateau shape. 
 
It is worth to mention that while the overall vacancy rate remains 
around 5%, this indicator has mayor variations between the different 
submarkets. Comparing the evolution of the vacancy rate in CBD, 
versus the vacancy rate in non CBD area, to the new submarkets in 
Zona Norte, the graph shows the migration to the submarkets in Zona 
Norte. During the first half of 2012, the vacancy rate in Zona Norte 
dropped below the overall rate for first time. Given that most of the new 
projects tend to locate in Zona Norte, this is an important trend to 
consider.  
 
 
 

Submarket Area (m²) Weight
Catalinas 200,000              18.0%
Plaza Roma 120,000              10.8%
Puerto Madero 260,000              23.4%
Microcentro 60,000                5.4%
Zona Norte CABA 80,000                7.2%
Zona Norte GBA 230,000              20.7%
Macrocentro Sur 70,000                6.3%
Macrocentro Norte 90,000                8.1%
Total 1,110,000           100.0%
Source: Jones Lang LaSalle

Submarket Breakdown - Class A & AB
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There are no considerable price variations in the past months: Class A 
has barely risen 3% Y-o-Y, while Class AB has increased 2% Y-o-Y. In 
general terms, the rising market trend emerging from the 2008 Credit 
Crunch Crisis is even more solid. 

 

Per square meter leasable Class A price range is set at US$ 28 and 
US$ 33, per month, whilst Class AB has a US$ 23/m² to US$ 27/m² 
amplitude. Class B market ranges at US$ 16 to US$ 23/m² per month. 
Rising rental rates are still one of the keystones to raise capital 
investments to construct for rent buildings. 

It is worth noticing that the abrupt fall in vacancy creates distortions in 
prices. Such is the case of Class A where prices appear to be 
stagnant, however, several closed transactions are evidence of 
steeper price increases. Apparent rates stability is supported by the 
fact that several units remain vacant despite its outlaying over the top 
prices; added to space limitations, as available spaces are scattered in 
small offices, not suitable for corporate demand. 

 

On one side, Catalinas, Plaza Roma and Puerto Madero are within the 
submarkets with the highest rental rates, followed by Macrocentro 
Norte. On the other side, Zona Norte CABA and GBA have attractive 
rental rates, well below the overall average of each Class. This 
attractiveness translates into financial opportunities for companies that 
are analyzing a potential relocation. Macrocentro Sur is in the lower 
range of values. It is expected this trend to reverse after the 
completion of several office building projects that are being 
constructed in the district. 

The main market indicators are presented in the following charts: 

 
 
Office Market Clock: Latin America 
 
An indicator is elaborated by Jones Lang LaSalle, which allows 
classifying the markets cycles according to their positions. Please see 
the LATAM Office Market Property Clock as of mid year 2012. 
 

 
 
After a year with a relatively low production (34,000 m2 in 2011 vs. 
110,000 m2 in 2010), the available prime office stock keeps declining. 
Class A and AB vacancy levels decreased to the current level of 5%. 
With regards to new supply, a few large projects are going to enter the 
market in late 2012, early 2013. With absorption levels below its 
historical average, rental rates are expected to remain stable during 
the second half of the year. 
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 2012 * One Year 
Forecast Trend  

Class A Rent  (US$/m²/mo) 28-33 28-33  

Class AB Rent  (US$/m²/mo) 23-27 23-27  

Class B+ Rent  (US$/m²/mo) 16-21 16-21  

Service Charges (US$/m²/mo) 5-8 5-10  

Class A & AB Stock (m²) 1,100,000 1,130,000  

Vacancy (m²) 55,000 55,000  

Vacancy Rate (%) 5% 5%  

Future Supply (m²) - 40,000  

* As of Mid-Year 2012 

Source: Jones Lang LaSalle 
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Typical Leasing Practices 
 

Standard Unit of Measurement 

Unit of Measurement Square Meters (m2) 
 

Lease Contracts 

Rent Quoted in US$/m²/Month 
Typical Lease Term 3-5 years                             
Frequency of Rent Payment Monthly 
Deposit 
(expressed as per month rent) 

Case-by-case basis (Typically 2-3 
months, but this depends on the tenant) 

Security of Tenure Only for the duration of the tenancy.  
No guarantee beyond the original lease 
term 

Statutory Right to Renew No (unless an option to renew is agreed 
at the outset and specified in the lease) 

Basis of Rent Increases or Rent 
Review 

Case-by-case basis,  explicit indexation 
by CPI is prohibited by law 

Frequency of Rent Increases or Rent 
Review 

Depends on contract 

 
Transaction Fees 

Agency Fees 5% of total value of lease for the first 5 
years (if both parties have representative, 
agency fees split 50-50); additional years 
are negotiable 

Agency Fees 
(payable by Landlord / Tenant) 

Tenant 

Legal Fees 
(payable by Landlord / Tenant) 

Each part responsible for its own legal 
costs 

 
Incentives 

Rent Free Period 1-3 months 

The rent free period is not standardized in the local market, however typically occurs. 
The length of this period is negotiated between the parties and is also a factor of how 
much (if any) tenant improvement allowance is provided. 

 
Service Charges, Repairs and Insurance 

Service Charges/Managements Fees Additional to the rental charge and 
payable monthly in advance 

Utilities (Sometimes separately 
metered, sometimes paid as a 
percentage of occupation) 

Electricity, telephone, AC, etc. paid by 
tenant according to consumption 

Car Parking Buenos Aires 1 space per 100 m2 

BA Province 1 space per 60 m2 

 
Internal (Tenant Space) Tenant 

Common Areas  
(reception, lift, stairs, etc.) 

Landlord (charged back via service 
charge)  

External / Structural Landlord 

Building Insurance Landlord (charged back via service 
charge)  

 
 

Taxes 

Building Insurance 50% / 50% 

Local Property Taxes Depends on building location 
VAT on Rent & Service Charge 
(Payable by Tenant) 

21% 

 
Disposal of Leases 

Sub-Letting & Assignment Normally yes (subject to landlord 
approval) 

Early Termination After 6 months, 1,5 months of rent 
penalty; After 1 year, 1 month of rent 
penalty 

Tenant's Building Reinstatement 
Responsibilities at Lease End 

Original condition, allowing for normal 
wear and tear. 

 
Purchasing Properties 

Foreign Ownership No restrictions 
Strata Title (Partial ownership of the 
building) 

Strata title ownership is quite common 

Security Deposit Case-by-case 

Agency Fees 4% paid by the Buyer. If the owner has 
representation separate commission is 
negotiated between the Owner and its 
broker. 

Legal Fees Each part responsible for its own legal 
costs 

Stamp Duty 50% / 50% 

Other Transaction Costs Typically paid by Buyer 

 
Contact 
 
Jones Lang LaSalle 
673 Córdoba Ave.   7th Floor  
Buenos Aires, Argentina 
tel. +54 11 4893 2600 
www.joneslanglasalle.com/latinamerica 
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