
Mexico City is the capital of Mexico and is
located in the federal zone (D.F.) in South-central
Mexico. With 23 million inhabitants, Mexico City is
often seen as the first stop for foreign investors in
the country. With a growing economy and invest-
ment grade rating, Mexico is increasingly viewed
as a stable environment for foreign investors. The
Mexican real GDP this year is projected at 3.7% for
2005-2006, with inflation through 2006 approxi-
mately 3.8%. The peso exchange rate is stable,
and exports rise each year.

The world’s largest city hosts major employ-
ers from various global sectors. National firms
include Grupo Modelo, Grupo Carso, Telmex, and
Pemex. Automotive firms with the largest employ-
ment levels include GM, Ford, and Daimler
Chrysler, while the financial sector is home to
Citibank and BBV Bancomer. Coca Cola, Pepsi,
Honeywell and 3M also maintain a large presence
in the region.

Recent investors in Mexico City include DIFA,
CALPERS and Hines. Retail funds offer new oppor-
tunities. Peabody, Met Life, Prudential and others
have made significant industrial investments during
the last 5 years. ING entered the market in 2005
through its Lion Fund from Holland. A hot trend is
joint ventures in housing funds such as the recent
structures by GMAC with SARE.

Returns on investments vary from 9% to 14%
depending on the tenant risk factor and property
quality. With industrial investments in the 11-12%
range and retail from 13-14% range, the dollar,
Euro and peso denominated lease contracts with
strong tenants are available. Significant compres-
sion in rates is not expected for 2006.

Industrial continues the major shift in opera-
tions to the northern part of the metro area. The
hottest distribution markets continue to be
Tultitlan and Cuautitlan. Due to new construction,

these submarkets experienced both highest
vacancies and highest demand during 2005. Late
in 2005, Palacio del Hierro and LG both signed
commitments for 400,000 square foot ware-
house projects. Lease rates at the start of 2006
range from $3.50-$6.10 per square meter
month—depending on location.

Mexicans are consumer oriented, and with
the rising economy, the retail sector is hot.
Wal-Mart and other discount retailers such as
Waldo’s are experiencing banner growth;
Walmart now has 70 stores in Mexico and plans
expansion throughout the country; McDonalds,
Burger King, Chile’s, and Hooters are each plan-
ning over 100 sites. Investors are targeting both
strip and anchored centers.

Retail rents range from $20-$56 per square
meter per month, varying by location. Rents have
risen sharply from 2004-2005 due to the influx of
new retailers and lack of available space. Retail
submarkets in Mexico City such as Polanco are
generating 13-14% returns on peso denominat-
ed leases, with terms from 5-15 years.

Development of single and multi-family hous-
ing continues as long term mortgages become
more available from 2005-2006. Growth is heavy
in “development bands” permitted by Mexico
City’s municipal planning department.

Office market vacancies averaged nearly
18% at the end of 2005, due to the addition of
new projects; highest vacancies at the outset of
2006 are in Santa Fe and Insurgentes. Lomas
Palmas and Reforma markets have the most new
space under construction. Class A lease rates are
running from $18-$28 per square meter month.
In Mexico City, during 2005, 50% of the leasing
activity for Class A space occurred with global
firms, 20% with Mexican government agencies,
and 30% with Mexican national firms.

Monterrey, Nuevo Leon is located in Northeast
México in the state of Nuevo Leon, 140 miles south-
west of Laredo, TX. It is the third largest metropolitan
area in Mexico and is home to  4.5 million residents.
Due to its disproportionately high concentration of
business headquarters, Monterrey is known as the
“Sultan of the North.” It ranks second in industrial
production in the nation, and leads the country in
business income. Activity is due to Monterrey’s well-
developed communication systems, highly educated
work force, one hundred years of industrial growth,
and its proximity of the US.

For years Monterrey has hosted international
operations for Alcoa, BASF, Brach’s, Caterpillar,
Daewoo, Denso, General Electric, International
Navistar, Mattel, Panasonic, Parker, Sci-Sanmina,
Takata, Visteon, LG, Whirlpool, Oasis, Osram
Silvania, Sara Lee, Saturn Electronics, Elcoteq,
Pioneer, and others.

Monterrey is also the headquarters to many of
Mexico’s largest national firms. These include
Mexico’s largest breweries (Cervecería Cuauhtemoc
y Moctezuma), steel foundries, Cemex (second
largest cement manufacturer in the world),Vitro
(largest glass producers), Alfa and IMSA.

The office market in metropolitan Monterrey
comprises six major submarkets with a total of
nearly 8.3 million square feet of Class A and B
space—in over 175 projects. Between 2004-
2005, only two new projects were initiated due to
the “overbuilt” status of the office market. Office
lease rates for Class A space ranged from $13.00
per square meter per month in San Jeronimo and
Centro, to higher rates of $21 per square meter per
month in Santa Maria and Valle Oriente. Vacancy
rates ranged from 16-25% during 2005 and no
major changes are expected for 2006. Leasing will
remain steady with Mexican national firms absorb-
ing more than 2/3 of the space. This compares with

Mexico City where international firms often account
for 50% or more of the annual leasing in Class A
space. Although vacancy rates are falling slowly,
rental rates will not rise during 2006. Little new
construction is planned for speculative office proj-
ects for 2006.

Monterrey offers more than 30 Industrial Parks.
Industrial lease rates did not rise in 2005, due to
increased competition by new developers. Vacancy
rates are hovering near 10%. Developers include
Mexican national firms, and US institutional devel-
opers, such as CPA and Prologis. During 2006,
speculative construction sizes from 100,000-
200,000 square feet will be common.

The industrial market saw substantial growth
during 2005. Major corporations like LG, Carrier,
Rubbermaid, Mondimex, Karcher and C-Tech,
have initiated new plant investments. Bridgestone
recently purchased a 100-acre project for a tire
fabrication operation.

Logistics is another sector driving industrial
growth in the metro area. Monterrey is Mexico’s sec-
ond ranking rail center. Texas border cities of Laredo
and McAllen lie within 2.5 hours, and San Antonio,
4.5 hours, by truck. Air service links Monterrey to
major cities throughout Mexico and the world.

Large US retailers such as Wal-Mart, Sam’s
Club, Costco, Sears and HEB Supermarkets, have
all opened stores in Monterrey. During 2005,
there was a construction boom in all product
types of retail centers—including specialty and
strip malls. Developers added more than 1.75
million square feet in 13 new projects to the mar-
ket. Monthly lease rates in 2005 ranged from
$10-30 per square meter in most submarkets,
except the Valle submarket where high end retail
space captures as much as $20-35 per square
meter per month. Lease rates are projected to
remain the same for 2006.
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RENT/M2/MONTH RENT/SF/YEAR
DOWNTOWN OFFICE Low High Low High Vacancy

New Construction (AAA)
Class A (Prime)
Class B (Secondary)

SUBURBAN OFFICE
New Construction (AAA)
Class A (Prime)
Class B (Secondary)

INDUSTRIAL
Bulk Warehouse
Manufacturing
High Tech/R&D

RETAIL
Downtown
Neighborhood Service Centers
Community Power Center
Regional Malls

DEVELOPMENT LAND Low/M2 High/M2 Low/SF High/SF

Office in CBD (per buildable M2/SF)

Land in Office Parks
Land in Industrial Parks
Office/Industrial Land - Non-park
Retail/Commercial Land
Residential

$ 21.00 $ 25.00 $ 23.41 $ 27.87 56.0%
$ 19.00 $ 24.00 $ 21.18 $ 26.76 26.0%
$ 14.00 $ 19.00 $ 15.61 $ 21.18 21.0%

$ 20.00 $ 25.00 $ 22.30 $ 27.87 47.0%
$ 18.00 $ 25.00 $ 20.07 $ 27.87 35.0%
$ 12.00 $ 18.00 $ 13.38 $ 20.07 25.0%

$ 3.50 $ 6.10 $ 3.90 $ 6.80 16.0%
$ 4.00 $ 7.00 $ 4.46 $ 7.80 25.0%
$ 4.50 $ 7.00 $ 5.02 $ 7.80 20.0%

$ 12.00 $ 25.00 $ 13.38 $ 27.87 15.0%
$ 20.00 $ 32.00 $ 22.30 $ 35.67 15.0%
$ 25.00 $ 31.00 $ 27.87 $ 34.56 12.0%
$ 45.00 $ 70.00 $ 50.17 $ 78.04 17.0%

$ 1,280.00 $ 3,000.00 $ 118.91 $ 278.71 
$ 408.00 $ 878.00 $ 37.90 $ 81.57 
$ 30.00 $ 243.00 $ 2.79 $ 22.58 
$ 190.00 $ 325.00 $ 17.65 $ 30.19 
$ 215.00 $ 690.00 $ 19.97 $ 64.10 
$ 265.00 $ 560.00 $ 24.62 $ 52.03 

RENT/M2/MONTH RENT/SF/YEAR
DOWNTOWN OFFICE Low High Low High Vacancy

New Construction (AAA)
Class A (Prime)
Class B (Secondary)

SUBURBAN OFFICE
New Construction (AAA)
Class A (Prime)
Class B (Secondary)

INDUSTRIAL
Bulk Warehouse
Manufacturing
High Tech/R&D

RETAIL
Downtown
Neighborhood Service Centers
Community Power Center
Regional Malls

DEVELOPMENT LAND Low/M2 High/M2 Low/SF High/SF

Office in CBD (per buildable M2/SF)

Land in Office Parks
Land in Industrial Parks
Office/Industrial Land - Non-park
Retail/Commercial Land
Residential

$ 18.00 $ 22.00 $ 20.07 $ 24.53 19.0%
$ 15.00 $ 22.00 $ 16.72 $ 24.53 17.0%
$ 8.00 $ 15.00 $ 8.92 $ 16.72 12.0%

$ 18.00 $ 22.00 $ 20.07 $ 24.53 19.0%
$ 15.00 $ 22.00 $ 16.72 $ 24.53 17.0%
$ 8.00 $ 15.00 $ 8.92 $ 16.72 12.0%

$ 2.69 $ 3.23 $ 3.00 $ 3.60 8.0%
$ 3.45 $ 4.74 $ 3.85 $ 5.28 9.0%
NA NA NA NA NA

$ 5.00 $ 37 $ 5.57 $ 41.25 6.0%
$ 10.00 $ 18.00 $ 11.15 $ 20.07 12.0%
NA NA NA NA NA
$ 35.50 $ 70.25 $ 39.58 $ 78.32 4.0%

N/A N/A N/A N/A
$ 45.00 $ 200.00 $ 4.18 $ 18.58 
$ 40.00 $ 60.00 $ 3.72 $ 5.57 
$ 15.00 $ 35.00 $ 1.39 $ 3.25 
$ 60.00 $ 500.00 $ 5.57 $ 46.45 
$ 150.00 $ 750.00 $ 13.94 $ 69.68 


