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The rent level for office spaces continued the downward trend in Q1 2009
Many of the challenges emerged in the last semester of 2008 have become more evident at the beginning of this year, in the context of the softening of rental market fundamentals and also, the significant constraints that developers and institutional investors are facing. The beginning of 2009 brought the increase of the available office space, due to the decreasing demand and increasing volume of supply. At the end of Q1 2009 the total available office space was around 115,000 sq m (GEA), from a total of 1.95 million sq m (GEA).

Demand has known the most substantial change compared to the last period of 2008. Due to the increase of the available office spaces, some tenants consider the alternative of relocating in better quality buildings or in more attractive areas, if they benefit from a substantial savings in operational costs and more favorable contractual clauses. In these conditions the pro-active approach of owners and real estate consultants contributes to creating opportunities for tenants who are looking for possible relocation options. Another aspect worth mentioning is the new exclusive preference of tenants for securing completed office premises, in the detriment of pre-leases. Pre-leases are no longer an option in the case of office buildings in early construction phases or with no other signed pre-leasing contracts. 

Landlords have become aware of the fierce competition for attracting a limited number of tenants and have adapted their offer to the tenants’ requirements. The owners of older buildings with inferior technical standards or developers of new buildings with low pre-lease rates, located in less attractive areas, have become the most flexible in negotiations.  

In 2009 the office market continues the decreasing trend in rents recorded in S2 2008, due to the context of an accentuated demand contraction and the increase of available offices offered on the market. The decrease of rent levels with 5-10% was recorded for all types of office buildings and in all areas of the city. In Q1 2009 the average rent level for class-A offices located in the center of the city varied between 20-21 Euro/sq m/month. For class-B properties located in attractive areas rents range between 14-16 Euro/ sq m /month, while in peripheral areas they vary between 9-11 Euro/sq m /month.

The decrease in demand and the proposed completion in 2009 of 400,000 sq m (GEA) of new offices will maintain the downward pressure on the rent levels, but the decrease pace will be lower compared to 2008. However, the above-mentioned figure should be treated with caution, as a number of projects are temporarily stopped or witnessing slow construction works progress. In addition, the high level of uncertainty on the market is discouraging other developers from undertaking new developments, mainly affecting the supply for 2010-2011.
Please click here to download the report, in PDF format.
About BNP Paribas Real Estate
Leader in commercial real estate services in continental Europe, BNP Paribas Real Estate is active in six main areas:

- Valuation

- Consulting

- Transaction
- Investment Management
- Property Management and

- Property Development in Commercial and Residential

BNP Paribas Real Estate is present in 14 countries (in Europe, in the Middle-East, in India and in the USA) with 3, 600 employees and announced a turnover of €600 million in 2008 (NBI).

For more information: www.realestate.bnpparibas.com.
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