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Summary

n Demand remained strong, throughout the first semester of 

2006, closing with a take-up of around 150,000sqm.

n 22@ continues to be considered as one of the top new

business locations on the City Fringe. We are seeing 

numerous companies moving their headquarters to this 

location from older City Center buildings to new office towers 

and business parks.

n Relatively limited new supply has come onto the market in the 

first six months of 2006. We anticipate a considerable 

increase in supply from the end of 2007 and through to 2010.

n Prime asking rents are between some 300 and 330

€/sqm/year, following the upward trend of 2005.

n On the investment side, demand is still very high amongst 

private and institutional investors. There is still a vast amount 

of capital chasing very little investment product.

In 2006 there have been some notable deals such as the sale

of the Torre Tarragona office tower in the City Centre and 

several forward sales of projects in the City Fringe.

n Many of the more aggressive investors are local funds and 

property companies. We are also seeing an increasing amount

of capital from Ireland, Australia and the UK.

n In demand terms, yields for prime CBD buildings are at 

approximately 4.5%, although opportunities are extremely 

scarce and the majority of this demand is unsatisfied.
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Barcelona Office Market

Current Market Activity and Outlook
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Economy and Leasing market

Economy
The Spanish economy grew by some 3.2% in 2005, and increased

to 3.6% by the summer of 2006, compared to the 1.9% average

growth in the Eurozone. This strong growth is still largely based on

expanding consumer demand, as well as the construction sector

which continues to be very active, although growth showed signs of

slowdown during the first semester. The labour market remains

strong with 640,000 new jobs created in the last quarter, mainly in

the construction, retail and service sectors. Unemployment fell over

this period reaching 8.6%

Barcelona GDP and employment growth 

Source: Experian

Leasing market
Demand and take-up

In the first semester of 2006, gross take-up was around

150,000sqm, similar to that of the same period in 2005. 22@

continues to be considered as one of the top new business locations

in the City Fringe. Currently there are more projects underway in this

location than any other. It therefore offers the widest variety of

options for companies looking to relocate or consolidate in modern,

efficient premises. Demand has been strongest for areas of 6,000 to

8,000sqm.

From the end of 2007 we shall see a number of projects delivered

in the relatively new City Fringe business location at Plaza Europa,

and neighbouring Paseo de la Zona Franca, where the new law

courts are currently being built, close to Barcelona port. These areas

straddle the border between Barcelona and Hospitalet in the

direction of El Prat airport. The area will compete directly in the

coming years with 22@, and in particular the numerous

developments close to Plaza Glories.

Out of Town locations are also still in demand, and accounted for

about 28% of take-up in the first two quarters. This is largely due to

the availability of space in these locations and the comparatively low

rents.

City Centre and Prime locations have seen less leasing deals due to

the lack of available modern quality space. Some 25,000sqm have

been taken-up, with many smaller deals.

I.T., telecommunications and technology companies, once again,

accounted for a significant part of activity at about 14%. Public

companies represented approximately 12%. The other sectors

where demand has been notable include transport companies,

textiles and insurance with a combined 19% of the first semester

take-up.

Major recent letting transactions

Company Area Size (sqm)

Torras Papel City Fringe 6,780

Sitel City Fringe 6,000

Vueling Out of Town 5,400

Altran Centre 3,300

Ericsson City Fringe 3,092

SAP City Fringe 3,000

U4Holding Out of Town 1,800

Grimaldi Ferries City Fringe 1,760

General Motors Out of Town 1,700

Sanofi Aventis City Fringe 1,540

Diputació de Barcelona City Fringe 1,540

Source: Savills

Supply and vacancy rate

Avaialble space at the end of the first half of 2006 was

approximately 270,000sqm of the 4.9m sqm of total stock, 1.2%

lower compared to the same period of 2005. The overall vacancy

rate is approximately 5%. In the City Centre the vacancy rate is circa

2% due to the lack of new developments. This decrease is also due

to the continuing, albeit less extensive compared to previous years,

transformation of obsolete office buildings to residential or hotels.

Vacancy has also fallen in City Fringe and Out of Town locations,

largely due to the increasing demand from companies for more

modern space and the limited delivery of new product in 2006 and

2007.

The majority of available supply is principally located in City Fringe

and Out of Town locations, which jointly account for some 70% of

vacancy. In City Fringe locations vacancy is in the region of 12%,

although this includes a number of recently completed projects that

are in the early stages of marketing ad also some older, semi

industrial buildings on the Paseo de la Zona Franca that do not meet

the requirements of modern companies. In Out of Town locations,

vacancy is at approximately 41%. In Sant Cugat vacancy is at only

6,5%, whilst in Más Blau it rises to 34%. Vacancy in this area has

however fallen from 50% in the past 12 months.

With regards to Out of Town locations, it should be noted that the

first phase of the Arlington Business Park, at Viladecans, a pioneer

office location to the south of El Prat airport, which is being

developed by British developer/investor Arlington has recently been

completed. This comprises 32,000sqm of the total 80,000sqm

planned.
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Investment market and Outlook

Take-up by submarket

Source: Savills

Rents

Rental values continue to rise due to growing demand and limited

supply. In Prime locations this tendency is more acute due to a lack

of modern office product. Prime asking rents now reach some 300

to 330€/sqm/year. In other areas of the town centre similar product

is on the market at between 225 and 275€/sqm/year.

In 22@ rentals are between 190 and 220€/sqm/year. We estimate

that, as the area consolidates, there will be significant rental growth.

This growth, in some cases is already being factored in to projects

that will be delivered in 2008/2009.

In Out of Town locations rents vary, depending on location and

specific projects. In Sant Cugat, these oscillate between 130 and

160€/sqm/year, approximately 10% above the levels of early 2005.

Mas Blau that has experienced a comparatively good level of take-

up in 2006, still has the lowest Out of Town rental levels, at some

100 to 120€/sqm/year. Cornellà, meanwhile, remains strong, in

particular WTC Almeda Park project, with rents now reaching

192€/sqm/year.

Investment market 
During the first semester of 2006 the market continued the 2005

trend of a high level of demand from private and institutional

investors for quality product, chasing a very limited supply.

In the City Centre there has only been one major office investment

deal. This was the sale of Torre Tarragona, which was acquired by

Spanish property company Monteverde from Credit Suisse at a yield

of around 5%. This deal shows the changing tendency. Until 2004,

much of the most aggressive demand came from German funds.

Today the tendency is for many of these to realise capital gains. The

most active buyers in the current market are now local funds, private

investors and consortiums and property companies. We are also

seeing growing activity from Irish, British and Australian investors.

Most office investment deals are forward acquisitions, with or

without rental guarantees. Local developers such as Layetana,

Habitat or Fadesa have put projects on the market to take advantage

of the high liquidity and thus assuring their exit as the projects are

delivered.

Those areas that are seeing most forward sale activity given tha

large number of projects under development are 22@ and Plaza

Europa/ Paseo de la Zona Franca.

Sales prices for this type of product in City Fringe locations are

between 3,000 and 4,000€/sqm and yields are at around 6% of the

rental values projected at delivery in some 18 to 30 months.

In City Fringe locations there is also significant activity in the sales of

sites for office developments. Vendors include local property

companies such as Servihabitat and Renta Corporación, with buyers

including Spanish developer Inbisa and the joint venture between

Spanish Grupo Lar and Morgan Stanley. Prices for the best sites in

these locations are now above 2,000€/sqm .

Major recent investment transactions

Investor Building Location Type Price €m/Yields

Realia Toyo Ito Offices Out of Town Forward acqusition 130

Iberdrola Porta Firal City Fringe Forward acquisiition 90

UBS World Trade Center City Fringe Forward acquisition 120

Monteverde Edificio Tarragona 161 Town Centre Investment 90

Monteverde Edifcio Banesto Town Centre Refurb to residential 110

Parquesol Blauport Out of Town Investment 15.3

Previsora General Aragon 385 Town Centro Owner Occupation 8

Source: Savills

Outlook
Take-up for 2006 is estimated to be similar to that of 2005, at

around 350,000sqm.

For the coming period, through to end 2007, demand for modern

office product will continue to outstrip new supply, giving rise to

possible pre-lets. We also anticipate that rents in this period will

continue to rise.

Beyond this period, however, there will be more competition, as

numerous developments are delivered in the City Fringe and Out of

Town. It will be necessary therefore for developers and investors to

run more competitive marketing and pricing campaigns. Some

projects in more secondary locations will be more affected than

others.

Notwithstanding the above, we believe that occupational demand will

remain strong, as medium and large corporations continue to move

from older obsolete City Centre buildings (not CBD), to modern

properties, with a consequent potential cost saving due to greater

efficiency. The performance of the Spanish economy during this

period will determine the level of this demand.

With regard to investment activity and yields, we estimate that, in the

short term, the parameters will remain the same (strong demand/

limited supply/ low yields). We foresee, however, that in 2007/8

there will be an increase in the supply fully leased investment grade

product.
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