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Economic activity in the world is falling, 
more than expected a few months ago, as a 
consequence of the restrictions and           
quarantines implemented in order to           
mitigate the spread of the virus.

The increment in negative external impacts 
on Latin America and the Caribbean is 
reflected through the trade channel, terms 
of trade, tourism and remittances.

According to the Special Report of the 
Economic Commission for Latin America 
and the Caribbean (ECLAC) on the evolution 
and effects of COVID-19 in Latin America 
and the Caribbean, the region will show a 
fall in Gross Domestic Product (GDP) of 
-9.1% in 2020, with decreases of -9.4% in 
South America, -8.4% in Central America 
and Mexico and -7.9% for the Caribbean 
excluding Guyana, whose strong growth 
leads the sub-regional total to a smaller 
contraction of -5.4%.

The new -6.5% figures are three times the 
estimates for Panama, since in April ECLAC 
forecast -2.0% for the country. This                   
estimation is below that of several organiza-
tions and that of the Ministry of Economy 
and Finance itself, which estimates -9.0% by 
the end of 2020.

In fact, several entities estimate a drop in 
GDP of more than 14%, the worst in 30 
years, and a recovery in 2021 with a               
possible expansion of 7.3%.

The areas most affected, according to the 
World Bank, will be labor, such as services 
and construction. Although almost all 
sectors have been hit, positive contribu-
tions to growth are expected from public 
spending, but with a consequent increase in 
the fiscal deficit and public debt.

One of the biggest challenges for 2021 is to combat 
rising unemployment, as it would have a direct     
negative effect on household incomes and their 
ability to have sufficient resources to meet basic 
needs.

Despite the reactivation of several sectors of            
Panama's economy last September, the Ministry        
of Labor and Labor Development (MITRADEL) 
estimates that the unemployment rate will remain 
between 20.0% and 25.0% at the end of 2020.

Law 157, which allowed the suspension of labor 
contracts for companies that totally or partially 
paralyzed their operations, was effective until 
December 31, 2020.

As a consequence, it is estimated that informality, 
which before the pandemic employed some 716 
thousand people according to official data, will 
increase and reach 55.0%, which would mean some 
71 thousand more people entering into informal 
employment.

It is a reality that recovering and reaching the level 
of economic activity that existed before the              
pandemic will require a great effort and will depend 
largely on market circumstances.

Panama is a country with a glimpse of good                 
opportunities, therefore, to the extent that the 
sectors are fully reactivated and domestic demand 
grows, economic metrics may improve.

Market overview
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Real Estate Cycle

General overview

Supply: Inventory
One of the biggest challenges for 2021 is to combat 
rising unemployment, as it would have a direct     
negative effect on household incomes and their 
ability to have sufficient resources to meet basic 
needs.

Despite the reactivation of several sectors of            
Panama's economy last September, the Ministry        
of Labor and Labor Development (MITRADEL) 
estimates that the unemployment rate will remain 
between 20.0% and 25.0% at the end of 2020.

Law 157, which allowed the suspension of labor 
contracts for companies that totally or partially 
paralyzed their operations, was effective until 
December 31, 2020.

As a consequence, it is estimated that informality, 
which before the pandemic employed some 716 
thousand people according to official data, will 
increase and reach 55.0%, which would mean some 
71 thousand more people entering into informal 
employment.

It is a reality that recovering and reaching the level 
of economic activity that existed before the              
pandemic will require a great effort and will depend 
largely on market circumstances.

Panama is a country with a glimpse of good                 
opportunities, therefore, to the extent that the 
sectors are fully reactivated and domestic demand 
grows, economic metrics may improve.

At the end of 2019, the market showed signs of an 
adjustment between supply and demand.               
Therefore, this thrust was expected to continue 
throughout 2020.

Unfortunately, with the arrival of the virus at the 
beginning of the year and a prolonged quarantine 
for more than six months, the thrust was affected 
and established a pause in most of the real estate 
activities.

At the end of the fourth quarter of 2020, the 
Panama City Office Market remains in the                    
"Recession" phase of the Real Estate Cycle. This is a 
result of the surplus supply developed over the last 
years and a considerable drop in sales and rental 
rates.

Panama, with an estimated 4.2 million inhabitants, 
in the last quarter of the year, ranked as the             
country with the second highest incidence of 
SARS-CoV-2 per 100,000 inhabitants in the              
Americas, surpassed only by the United States.            
At the same time, Panama is one of the countries 
with the highest number of tests in the continent.

Consequently, due to continued mobility                       
restrictions throughout the country during 2020, 
the demand for office space has shown a decline in 
its commercial activity.

The Panama City Office Real Estate Market at the 
end of 2020 maintained a total inventory of 
1,844,890 sq. m. The main cause for the reduction 
in the entry and construction of new buildings 
dates back even to the years prior to the pandemic, 
due to a search for balance between supply and 
demand.

After going through sustained growth during 2013, 
2014 and 2015, the office market recorded high 
levels of space under development, leading to an 
oversupply of existing space, in conjunction with 
various economic and political factors that drove 
the market to an excessive boom, directly                      
impacting the availability rate before the entry of 
any remaining inventory.

In addition to this, with the arrival of the pandemic, 
contractual conditions detected have been very 
different from the parameters traditionally                 
established in the market.
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Panama, with an estimated 4.2 million inhabitants, 
in the last quarter of the year, ranked as the             
country with the second highest incidence of 
SARS-CoV-2 per 100,000 inhabitants in the              
Americas, surpassed only by the United States.            
At the same time, Panama is one of the countries 
with the highest number of tests in the continent.

Consequently, due to continued mobility                       
restrictions throughout the country during 2020, 
the demand for office space has shown a decline in 
its commercial activity.

The Panama City Office Real Estate Market at the 
end of 2020 maintained a total inventory of 
1,844,890 sq. m. The main cause for the reduction 
in the entry and construction of new buildings 
dates back even to the years prior to the pandemic, 
due to a search for balance between supply and 
demand.

After going through sustained growth during 2013, 
2014 and 2015, the office market recorded high 
levels of space under development, leading to an 
oversupply of existing space, in conjunction with 
various economic and political factors that drove 
the market to an excessive boom, directly                      
impacting the availability rate before the entry of 
any remaining inventory.

In addition to this, with the arrival of the pandemic, 
contractual conditions detected have been very 
different from the parameters traditionally                 
established in the market.
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Vacancy Rate

For the fourth quarter of 2020, the vacancy rate 
stands at 24.2%. The supply continues to grow in 
the market, and as the months go by, there is       
greater competition among office properties in all 
of the city's submarkets.

Throughout the year, radical changes have been 
identified in leasing contracts, as a result of the 
growth in vacancy levels and the difficult                       
situation experienced by investors, promoters and 
developers who are affected by low profitability.

Class A, A+ offices represent more than half of the 
total market inventory, with 53% located in the 
most exclusive areas of the city. Currently, this class 
of office space is on an upward trend in vacancy, 
rising from 25.7% to 26.5% quarter-over-quarter.

This increment can be attributed, to a large extent, 
to current market conditions, which have shifted 
demand to higher levels of uncertainty, which in 
turn, slows down the decision-making process. 
Therefore, a more hostile outlook is projected for 
this type of offices.

Class B and C offices represent 35% and 12% of the 
total market inventory. Similar to the situation for 
luxury offices, Class B and C buildings reflected an 
increase in vacancy from 24.1% to 26.4% and from 
8.8% to 9.0%, respectively.

The office submarkets that registered the greatest 
increment in their vacancy rate were, in first place, 
the Central Periphery, which comprises approxi-
mately 29% of the total inventory, followed by the 
North Periphery and, in third place, the Banking 
Area. The rest of the submarkets remained stable 
or showed a minimal release of space.

Vacancy by Submarket

General overview
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Average Rent Price per Class

(US$/sq. m./month)

Average Rental Rate Demand: Annual Net Absorption

The average rental price of the office real estate 
market in Panama City settled at US$14.75 per          
sq. m. per month, lower than in the previous             
quarter. The simultaneous increment in vacancy 
rate has had a direct impact on rental performance.

Class A, A+ buildings, remain above average at 
US$15.87 per sq. m. per month. Even so, since the 
beginning of 2020 they have registered a               
downward trend in their rents.

Similarly, Class B and C buildings decreased their 
asking rents to US$13.35 per sq. m. per month and 
US$12.45 per sq. m. per month, respectively.

In general, the sector shows signs of strong           
downward pressure. This is a consequence of the 
existing high competitiveness of vacant space, 
which finishes and improvements in administrative 
systems and certifications related to savings and 
environmental sustainability, provide a greater 
range of opportunities.

At the end of the fourth quarter, annual net                
absorption was negative, approximately -6,463 
square meters. With this figure we can confirm 
that, during 2020, the office market struggled to 
maintain healthy absorption through various 
adjustments and contract renegotiations.

Finally, the effects of having an accumulated supply 
surplus in response to the current market behavior 
are beginning to be reflected. Consequently, a 
further increment in the release of space is                 
expected in view of the current economic crises 
suffered by companies worldwide.

One of the major factors that are incrementing the 
availability in offices is the tendency in Panama to 
maintain work from home mode after having 
represented a success during the pandemic.

Law No.126 of 2020 on telework, establishes that 
workers can perform their work remotely, through 
technology, since there is a standard and                      
regulation that guarantees all the rights and                
obligations established in the Labor Code, for both 
parties.

Teleworking involves the use of new technologies 
and digital tools that allow a better development of 
the workers' functions. This regulation aims to 
strengthen the country's economy by providing 
new options for companies.
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At the end of the fourth quarter, annual net                
absorption was negative, approximately -6,463 
square meters. With this figure we can confirm 
that, during 2020, the office market struggled to 
maintain healthy absorption through various 
adjustments and contract renegotiations.

Finally, the effects of having an accumulated supply 
surplus in response to the current market behavior 
are beginning to be reflected. Consequently, a 
further increment in the release of space is                 
expected in view of the current economic crises 
suffered by companies worldwide.

One of the major factors that are incrementing the 
availability in offices is the tendency in Panama to 
maintain work from home mode after having 
represented a success during the pandemic.

Law No.126 of 2020 on telework, establishes that 
workers can perform their work remotely, through 
technology, since there is a standard and                      
regulation that guarantees all the rights and                
obligations established in the Labor Code, for both 
parties.

Teleworking involves the use of new technologies 
and digital tools that allow a better development of 
the workers' functions. This regulation aims to 
strengthen the country's economy by providing 
new options for companies.
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General overview

Under Development

The year 2020 was a very difficult year for 
the construction sector. Since March 25, the 
Panamanian Government totally suspended 
construction activity and after six months, 
on September 12, the administrative and 
operational activities of certain public and 
private projects were reestablished.
 
As a result, at the end of the fourth quarter, 
there were no changes in the area under 
development in the market, still above 
60,360 square meters under construction.  

Panama was one of the countries in the 
region that most delayed the total                      
reactivation of public works, increasing the 
number of unemployment in the sector. 
According to the Panamanian Chamber             
of Construction (CAPAC), the suspension of 
construction works generated daily losses    
of close to US$30 million in the sector.

The construction sector should receive a 
boost from the government and private 
capital to reactivate the suspended works 
and start new projects, considering that 
infrastructure works are Panama's letter of 
introduction to the world and an essential 
engine of the local economy.
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Perspectives

At the end of 2020, Panama's economic metrics 
mark the beginning of an improving trend, with the 
reactivation of activities such as air transportation 
(open since October 12), retail, wholesale trade and 
the export sector.

In turn, various sectors have positively boosted the 
Panamanian economy. Among which we can          
mention: the Panama Canal with services provided 
to maritime transit, mining and quarrying with 
registered exports of copper concentrate, and 
fishing activities, as well as, government services 
due to the need to have a greater number of health 
personnel to face the health situation; likewise, the 
private health services.

One of the fiscal benefits worthy of mention, as 
part of the country’s economic reactivation plan, is 
the reform of the Panamanian fiscal code. Through 
Law No.189 of December 17, 2020, a special 
income tax regime was created, applicable to 
micro, small and medium-sized enterprises 
(MSMEs), businessmen and entrepreneurs whose 
total income is less than US$ 500,000.00 per year.

Some of the tax benefits are: reduction in Income 
Tax rates for legal entities considered MSMEs, 
exemption from payment of Complementary Tax, 
applicable to companies that do not distribute      
profits, reduction in Income Tax rates for natural 
persons considered Micro, small and medium 
entrepreneurs. The Law seeks to increment the 
purchasing power of companies, it is retroactive 
and takes effect as of January 1, 2020.

At the end of the fourth quarter of 2020, the              
performance of the office market in general 
remains highly uncertain. For the time being, it is 
expected that real estate activities will continue 
with a downward trend, due to the low demand 
resulting from the lack of confidence of investors in 
business.

The Panama Office Market, despite remaining in a 
corrective phase according to the real estate cycle, 
presents great investment opportunities for the 
year 2021. Coming mainly from spaces that           
maintain favorable conditions, whose locations are 
within the best categories and opens the path to 
maximize it intrinsic value.
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Maximize the potential of property to accelerate 
the success of our clients and our people.

Our mission 

About Colliers International

Colliers International (NASDAQ, TSX: CIGI) is a leading diversified professional 

services and investment management company. With operations in 68 countries, 

our more than 15,000 enterprising professionals work collaboratively to provide 

expert advice to maximize the value of property for real estate occupiers, owners 

and investors. For more than 25 years, our experienced leadership, owning approxi-

mately 40% of our equity, has delivered compound annual investment returns of 

almost 20% for shareholders. In 2019, corporate revenues were more than $3.0 

billion ($3.5 billion including affiliates), with $33 billion of assets under management 

in our investment management segment. Learn more about how we accelerate 

success at corporate.colliers.com, Twitter @Colliers or LinkedIn.

Colliers International

Colliers_PTY

396 offices in
68 countries on
6 continents
United States: 153
Canada: 29
Latin America: 24
Asia Pacific: 79
EMEA: 111

Eileen Chévez
Market Research Manager
Panamá

Tel: +507 214-7777
Dir: +507 282-6117
Mob: +507 6379-4877
Eileen.Chevez@colliers.com

Contact:

Panama
Panama Republic

Tel: +507 214 7777
Email: info.panama@colliers.com
colliers.com/Panama


