
Market Bulletin
2nd Quarter 2006 - São Paulo

VACANCY  RATES FALL IN SÃO PAULO
Despite the 10% growth in the Class A of! ce market size in the last year, the vacancy rate in the 2nd 

quarter is the lowest in recent years.

OCUPANTES is the ! rst Brazilian Real Estate consulting ! rm to exclusively represent corporate end users in Brazil. It is composed of highly skilled professionals with ample expe- 
rience representing Brazilian and multinational companies. 

Market indicators are showing a sig-
ni! cant  heating  of the real estate 
market in the last year.  In this 2nd 
quarter, for example, the highlight 
is the decrease in the vacancy rate of 
Class A* buildings, in São Paulo, to 
10%, one of the lowest in recent ye-
ars (see Graph 1 – Vacancy Rate).  
These changes are due to several fac-
tors, such as the increased demand for 
new space as well as relocations and 
expansions, with a maintenance of 
the rate of new buildings deliveries.  
Brazil’s economic stability is given 
as the main motive for this, since, 
among other aspects, there has also been a growing interest by foreign pro-
perty investors.

This swell can also be noted, more recently, by a return of construction 
activity to regions such as the Downtown (Sé District) and Bela Vista, and 
a small increase in construction activity of Class A buildings in the city as a 
whole when compared to the previous quarter (see Graph 2 – Areas under 
Construction) 

Yet other points deserve to be highlighted.  Graph 3 – Vacancy Rate by 
District (please also refer to to the ! gure below, São Paulo District Map), 
shows that despite the 10% growth in Class A leasable stock, the districts 
of Itaim Bibi and Pinheiros show a vacancy below 10%. This is considered 
low in the market, despite the fact that these regions accounted for 100% of 
the new Class A  deliveries in this period.  It reasons, as shown in Graph 4, 
that the projections of New Class A Stock for the next quarter are 3.5 times 
larger than 2nd quarter (34,000 m²), with another signi! cant increase in the 
4th quarter of 2006 (45,000 m²).  If all building schedules are met, the be-
ginning of 2007 will see a total Class A stock of over 1.5 million square me-
ters.  This projection 
is based on delivery 
dates divulged by 
the developers.

The districts of Mo-
rumbi and Jardim 
São Luis have few 
alternative Class 
A buildings (with 
14,000 and 42,000 
m² of stock respec-
tively), therefore the 
vacancy rate of 20% 
does not represent a 
signi! cant amount 
of space.

* Class A Buildings: Buildings delivered after 1985, with ! oor plates over 700 m² of rentable 

area, and high especi" cations.
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WHAT IS TENANT REPRESENTATION?
The hiring of this type of service can be the difference to a good deal.

There are many tasks within any 
! r m that are not directly related to its core 
business, but which demand important at-
tention, such as, the administration of ope-
rational space and associated expenses.

The chairman 
of CoreNet Brazil, 
Ramsey Tadros, also 
Regional Manager of 
Real Estate Operations 
for General Motors, 
began the last mem-
bers’ meeting highli-
ghting that occupatio-
nal costs, that is, real 
estate (rent, common 
area charges and pro-
perty tax) and facilities 
(security, maintenan-
ce, cleaning), already 
represent the second 
highest expense of a 
company, after sala-
ries.  This pressure has 
generated a growth in 
the latter decades of 
Tenant Representation 
! r ms.

The Tenant Rep, or real estate con-
sultant, is one who represents his clients in 
all negotiations related to occupancy, be it 
for relocations, rent reviews, lease termi-
nations or renewals, negotiating the best 
possible commercial terms. 

The best Tenant Representation 
! r ms begin their work by ! rst understan-
ding the needs, desires and budget of their 
clients, undertaking technical and ! nancial 
analyses, comparing alternatives and ! nali-

zing the negotiations 
of price and contrac-
tual conditions, and 
even assisting the 
client in the whole 
move process, as the 
case may be.

Many steps 
are inherent to this 
process.  The deter-
mination of the total 
physical space requi-
red in square meters, 
the layout, the best 
region, the speci! ca-
tions of the building 
(type of " ooring, 
air conditioning, li-
ghting, power sup-
ply, among others), 
the neighborhood 
(presence of restau-
rants, public trans-
port, etc)  are all as-

pects that a Tenant Rep will consider when 
offering the best alternatives to the client. 

But among all the advantages of 
the service, probably the most important 
one to consider is the time the Tenant Rep 

saves for the client, 
since the deliverable 
is a complete over-
view of the market, 
without bias, ful-
! l ling, therefore, the 
role of defending his 
client’s interests.

Retaining the 
services of a Tenant 
Rep is therefore the 
! r st step towards a 
better deal.  See one 
example in the sec-
tion “Success Sto-
ries”.

Success stories

TWO PROBLEMS, ONE 
SOLUTION.

Two great companies, Giovanni FCB, 
one of the largest advertising agencies 
in the country, and Turner, from the Time 
Warner entertainment and news group of 
companies, located on the same ! oor in 
the North Tower of the CENU complex, 
needed space for expansion. 

The solution could not have been 
more convenient to both.  Having esta-
blished the priorities for each, Ocupantes 
conducted work in parallel and, by the 
end, obtained a very satisfactory result:  
Turner was moved to the West Tower, wi-
thout having to pay a termination penalty 
in the North Tower, since Giovanni FCB 
took over their space, thereby occupying 
the whole ! oor. 

During the process Ocupantes was 
still able to negotiate the best possible 
contractual terms, generating large savin-
gs for both companies.
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