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Bucharest Office Property Market 
 
 
The Bucharest Office market has an estimated demand of 2 million sq.m of modern offices – 
split between A-Class & B-Class.  Currently approximately 800,000 of modern office space 
has been delivered or is in the pipeline for delivery by the end of 2007.  A demand for a 
further 1.2 million sq.m. provides the basis for this opportunity. 
 
Site Locations in the centre of the city are constrained low grade transport infrastructure and 
inadequate parking facilities in the areas of University and Victoria squares.  In 2005 & 2006 
there has been a trend to develop business parks on the perimeter of the city providing 
greater accessibility to office staff and providing sufficient parking space. 
 
The most successful business park, IRIDE in Dimitrie Pompei, developed close to Baneasa 
Airport in the North has close to 8,000 employees working for International companies that 
have settled at this location.  In 2006, however, the poor road connections to the city have 
weakened the business proposition of this site. IRIDE Park was purchased in 2002 by the 
most aggressive private equity fund on the Romanian market, an Austrian firm – Immoeast.  
 
 
The Opportunity 
 
Extract from Jones Lang La Salle – World Winning Cities Report 
www.factbook.net/Jones_Lang_2007.pdf 
 
“Business Parks are the next big thing 
The success in 2005 of Bucharest Business Park (BBP) pointed to an urgent market 
requirement for business park space. This format is particularly favoured by IT and BPO 
activities, combining high quality specification, good design, high parking ratios and a price 
discount when compared to central locations. With the growth of Bucharest as a BPO 
location, we anticipate strong demand for space in office parks. 
 
New office parks in the pipeline include S Park, developed by Primavera Development on the 
site next to the BBP, which will be ready by the beginning of 2007. On the road to the airport 
two new developments - Victoria Park and Baneasa Business and Technology Park - are now 
under construction and scheduled for completion by the end of 2007. North Gate, another 
business park in the northern district, will also come on-stream in early 2007.” 
 

 
 



Bucharest Office Market  
 

 

The Location 
The location is at Citywest, a developing satellite town, on the the A1 Highway, 5 miles West 
of the City, at the junction with the future City Ring Highway, whose construction is scheduled 
to commence before the end of 2007. 
 
Once construction is completed the site will be no more than 15 minutes from the Otopeni 
international airport and also within 15-20 minutes of the 2nd airport planned to be developed 
South of the city  
 

 
 
 
 
Exit Strategy 
There are at least 20 Private Equity Funds active on the Bucharest market – all seeking 
institutional grade commercial developments. 
 
 
It is likely that the Business Park development can be sold prior to completion to any of these 
International funds – that are competing for the acquisition of suitable investments for their 
Real Estate portfolios. 
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Extract from Jones Lang La Salle – World Winning Cities Report 
www.factbook.net/Jones_Lang_2007.pdf 
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BUCHAREST COMMERCIAL PROPERTY MARKET SET FOR TRANSFORMATION   
 
London, 31st January 2007 – Bucharest’s commercial real estate market is entering a new stage of 
development and growth, according to a new Emerging City Winners report released by Jones Lang LaSalle.   
  
Jeremy Kelly, a Director in the World Winning Cities team at Jones Lang LaSalle said: “Bucharest’s favourable 
economic growth prognosis, combined with the structural reforms associated with EU accession on 1st January 
2007, point to rapid market evolution over the next five years.  Growth in both demand and supply across all 
market sectors will be supported by rapidly improving real estate maturity and transparency.  Bucharest will 
emerge as one of the CEE region’s core real estate markets before the end of the decade.” 
 
Charles Krick, Head of Jones Lang LaSalle’s newly opened office in Bucharest commented: “It is clear that the 
real estate investment market in Romania entered a new phase of growth in 2006. Expanding investor interest 
is evidenced by aggressive pricing for prime assets. The past twelve months have witnessed a rapid increase in 
the number of institutional transactions, including acquisitions by CA Immo, Charlemagne, Europolis, GLL 
Partners and Immoeast among others. Office and retail properties have made up the majority of transactions. 
With market transparency slowly improving the scarcity of available stock is perceived as the main obstacle for 
investment market development.” 
 
Report Highlights 
Strong yield compression - Prime office yields have fallen from 14% in Q4 2003 to sub 7% in Q4 2006. The 
yield gap with CE-3 office markets has narrowed from 600 basis points in Q4 2003 to 100 basis points by Q3 
2006. 
 
Strong Demand Drivers - Annual take-up has grown from c. 50,000 sq m in 2003 to 90,000 sq m in 2005. 
Provisional figures show a sharp growth in office demand in 2006, reaching over 100,000 sq m in the first six 
months alone, with 70% of space secured on a pre-let basis.  With Bucharest forecast to be Europe’s 
fastest growing city economy, Jones Lang LaSalle expects that demand levels will remain high 
throughout the rest of the decade at around 200,000 sq m per annum, of which 100 – 150,000 sq m 
per year will represent new additional demand. 
 
Vacancy Rates - Due to several years of low completion levels compared to take up, the vacancy rate for 
Grade A offices has remained below 5% over the last five years, and is expected to fall to around 2% by the 
end of 2006. 
 
Demand Driving Stock Increases - As at Q4 2006 Bucharest has a total modern office stock in the region of 
800,000 sq m, of which approximately 282,000 sq m is considered to be grade A.  The market is already 
responding to supply shortages and the office pipeline is growing. Total new office space in the projects 
planned for 2007 and 2008 is expected to be over 500,000 sq m, although a considerable portion of planned 
developments could be delayed or abandoned; 12-15% of the planned / constructed space has been pre-let. 
 
Rents - Highest rents are in the range of 18–20 EUR/sq m/month, achievable in the Central-North area, whilst 
prime pre-leases are secured at 16–17 EUR/sq m/month. In the more congested city centre, rentals are 
marginally higher at 16-18 EUR/sq m/month. 
 
Occupiers - Bucharest’s major international occupiers include IBM, BAT, Coca-Cola, Oracle, Orange, Vodafone, 
Microsoft, HP, AIG, DHL, and the headquarters for several banks such as ING, ABNAMRO, HVB, and Raiffeisen. 
Corporates recently securing 2007 pre-lets include TNT, 3M, Eli Lilly, Romsys, Degussa, KPMG, Zentiva, BIC, 
Lek/Sandoz, World Bank, Transelectrica, FinansBank Group, the back office functions of Telemobil (Zapp), and 
BancPost. 
 
Retail Market - The current modern retail stock is estimated to be 150,000 sq m. Development in the pipeline 
is expected to result in a four-fold increase in stock to 600,000 sq m by the end of 2009. By that time 
Bucharest will have 10 shopping centres, four retail parks and several supermarkets and hypermarkets with 
adjacent shopping galleries. 
 
Industrial Market - Total modern logistics stock in Bucharest stands at 250,000 sq m, a small volume 
compared to Warsaw’s 1.3 million sq m. However, with over 600,000 sq m in the pipeline, the market is poised 
to expand quickly. Existing warehouse premises, such as Geodis and Cefin Logistics Park, will soon be joined 
by several new projects. 



Citywest  Of f ice  Park  –  Construct ion Cost  
 

 

CITYWEST, OFFICE PARK - Estimated construction cost
ALL INFRASTRUCTURE
Set Up
Mark out  Site Boundaries item 1                 500         500                         
Organize Site Set Up, offices and Equipment item 1                 100,000   50,000                    
Organize Site Security ( Guards ) ( 2 Years ) item 1                 250,000   72,000                    
Construct Boundary Fencing lm 1,888           55           103,840                  
Temp Parking Area item 1                 25,000    25,000                    
Temporary Power on Site item 1                 25,000    25,000                    
TOTAL SET UP 276,340                 

Infrastructure unit Approx Qty Rate Sub Total
Site clear up m2 100,000       0.15        15,000                    
Technological roads, all internal site access roads with 
crushed stone covering m2 100,000       1.00        100,000                  

Internal Roads, Platforms and Parking, includes all internal 
roads, side roads, parking and unloading m2 100,000       16.10      1,610,000                

Water Supply / Distribution, includes 8 wells and retention 
tanks, pumps and external distribution and metering m2 100,000       2.26        226,000                  

Drainage, all drainage, rain water & sewage, for rain water 
create pond with overflow to nearest stream/river m2 100,000       6.10        610,000                  

Telecom Cabling, supply and distribution of telecoms within 
site including cable TV m2 100,000       1.10        110,000                  

Gas connection from Local sourse, medium pressure and 
reducers, including Distribution m2 100,000       2.12        212,000                  

Electrical Distribution within site and to local point in 
Buildings including Street Lighting m2 100,000       2.32        232,000                  

Access barriers and control booth, security control to Site 
and Booths in stategic Locations m2 100,000       0.50        50,000                    

INFRASTRUCTURE TOTAL m2 100,000      31.65     3,165,000              
 Infrastructures Contingency  5% 158,250                  

TOTAL INFRASTRUCTURE COSTS 3,323,250              
TOTAL INCLUDING SITE SET UP 3,599,590              

Soft Costs - Infrastructure (Excl. Develop. Mngmt. & 
Finance costs)

unit Approx Qty Rate Sub Total

Design 0.04 100,000       3.29        143,984                  
Engineering 0.04 100,000       1.88        143,984                  
Permitting 0.02 100,000       1.88        71,992                    
Project Management Fee                                                      0.03 100,000       1.88        107,988                  
Legal fees 0.01 100,000       0.94        35,996                    
SUBTOTAL I 503,943                 
Soft Costs Contingency 5% 25,197                    
TOTAL SOFT COSTS 529,140                 

TOT. ALL COSTS FOR INFRASTRUCT. 100000 m2 4,128,730              

TOTAL BUILT AREA = 50,000 m2 118.86   
m2

Build Costs Area Rate Sub-Total
Superstructure, Single Storey 50,000         190         9,500,000                
Architectural, Single Storey 50,000         185         9,250,000                
M&E 50,000         85           4,250,000                
Tenant Improvement 50,000         40           2,000,000                
Main Power 50,000.00    15.00      750,000                  

TOTAL BUILD COSTS 515.00      25,750,000            

SOFT COSTS CONSTRUCTION - (Excl. Develop. 
Mngmt. & Finance costs)
Design 0.035 50,000.00    901,250                  
Engineering 0.02 50,000.00    515,000                  
Permitting 0.02 50,000.00    515,000                  
Project Management Fee                                                      0.02 50,000.00    515,000                  
Legal fees 0.01 50,000.00    257,500                  
Construction Insurance 0.0078 200,850                  

TOTAL SOFT COSTS 2,904,600              

TOTAL ALL COSTS 32,783,330            

TOTAL SM CONSTRUCTED AREA 655.67                   



Citywest Office Park – Best / Worst case Scenario 

 

 
 
 
 
 
Single Storey Development 
 
 
 

Best Case Scenario Worst Case Scenario 

CityWest - Office Park
Size of Facility 50,000       
Land cost per sqm 50              
Land : Construction Ratio 100:50
Construction Cost 656            
Rental income / per mth. 14.50         
Maintenance / Service Charge 2.50           
Project Costs
10 hectare project 100,000      
Land Cost € 5,000,000
Construction Cost 50,000       € 32,783,330

Total Project cost € 37,783,330
Bank financing -  80% Project Cost € 30,226,664
Cash Req'd - 20% Project Cost € 7,556,666
Yearly interest @6% 6% € 1,813,600
Maintenance Cost 1.5% € 137,700
Yearly income
Rental Revenue on 90% Constructed area € 9,180,000

Gross profit € 7,228,700
Annual Return % 19.13%
Cash on cash return 96%
Anticipated Yield % 8.0
Selling Value € 114,750,000
Return On Investment 1119%  

CityWest - Office Park
Size of Facility 50,000       
Land cost per sqm 50              
Land : Construction Ratio 100:50
Construction Cost 656            
Rental income / per mth. 12.00         
Maintenance / Service Charge 2.50           
Project Costs
10 hectare project 100,000      
Land Cost € 5,000,000
Construction Cost 50,000       € 32,783,330

Total Project cost € 37,783,330
Bank financing -  80% Project Cost € 30,226,664
Cash Req'd - 20% Project Cost € 7,556,666
Yearly interest @6% 6% € 1,813,600
Maintenance Cost 1.5% € 117,450
Yearly income
Rental Revenue on 90% Constructed area € 7,830,000

Gross profit € 5,898,950
Annual Return % 15.61%
Cash on cash return 78%
Anticipated Yield % 8.0
Selling Value € 97,875,000
Return On Investment 895%  

 
 
 


