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Economic review 

The increase of the economic activity and tax administration 
improvement measures, as well as the still tightening discipline 
of budget spending performance throughout the past year, have 
contributed to the improvement of the fiscal situation. As a 
result of that, the budget deficit of the central government in 
2011 was 426.8 million Latvian lats, which is by 486.3 million 
lats less if compared to the deficit in 2010 and by 66.8 million 
lats smaller than the amount approved by the Law on the 
“National Budget for 2011”. 

At the end of the year, despite of the deteriorating situation 
external markets, industrial growth maintained a strong 
momentum in Latvia and, although it has decelerated slightly 
when compared to the first half of the year, it considerably 
outperforms the production growth in neighboring countries, 
according to the Central Statistics Bureau data published on 
Tuesday. 

The consumption prices in December 2011, compared year-on-
year, increased by 4%, which is already by a percentage point 
less than it was in May last year, when the historic high (5%) of 
inflation in 2011 was registered. Inflation gradually tempered in 
the second half of 2011, and this tendency is expected to persist 
in further months of 2012. 

The major impact on consumption prices in 2011 was made by 
the global rise in prices for food and fuel, as well as changes in 
tax rates.  

The Ministry of Finances calculations attribute approximately 1.8 
percentage point of the consumption price rise in 2011 to 
changes in VAT and excise taxes. As there are no changes 
expected to be introduced to indirect taxes in 2012, then this 
tax induced rise will fade out as early as in January 2012. 

The Ministry of Finances forecast the average inflation of 2012 
to be at the mark of 2.4 percent. 

Office space 

 
In the 4th quarter of 2011, the most active, if compared to 
previous quarters, was the office space rental market. On the 
whole, the average fees for office rent have remained the same. 
Rental fees in the A-class office segment in the 4th quarter of 
2011 were ranging from 8 to 12 Euros per square meter the 
highest rental fee for an A-class office was 16 Euros per square 
meter, while rental fees in the B-class office segment were in 
the range from 6 to 8 Euros per square meter. In the C-class 
office segment, rental fees were ranging from 3 to 5 Euros per 
square meter. Maintenance fees have also remained unchanged. 
The average maintenance costs in A-class office centre were 
ranging from 0.85 to 2.0 Euros per square meter, in B-class 
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office centre from 0.8 to 1.5 Euros per square meter, while it 
was up to 0.7 Euros per square meter for C-class offices. 
  
The major activity of clients is around lesser offices, from 50 to 
200 square meter of capacity, and at a relatively low fee for 
rent. A tendency can be sensed that legal offices tend to merge 
and subsequently are looking for options to move to more 
spacious premises in a better location. It is likewise with 
companies of other industries, who, with their business 
expanding, were enquiring in this quarter about larger premises, 
from 300 to 800 and even up to 1500 square meters. 
  
The demand is still there on the part of international companies 
considering an option to expand the existing or start up a new 
business in Latvia. This quarter, office space was sought both 
for rent or purchase purposes.  
 
Investors from Russia, in view of the relatively good real estate 
prices, have interest in acquiring a property, but the demand is 
rather focused to objects of relatively high yield ratio.  
 
The activity on the landlords’ part has also increased. 

Business space 

The 4th quarter of 2011 has been active for the business space 
segment as well. The tendency of demand prevailing the supply 
still persists, which is due to the disbalance between the 
demand and supply, as even an average company not on tight 
on the budget finds it hard to afford to pay the fees for the rent, 
as high as they are in the most popular business space locations 
– downtown Riga, major streets of the Old Town, and centres of 
housing estates. Not infrequently, the rental fees in Old Town 
are set incommensurately high, without even considering 
whether it is or not profitable for the potential tenant to rent. 
Speaking of the most coveted business spaces of the city with 
commensurate rental fees – these spots are actually entirely 
rented out. 

There is more activity in the lesser and cheaper business space 
segment, which is due to more active economic operations of 
small businesses. The most popular small and cheap business 
spots are primarily located along the main streets of Riga, but 
farther away from the active business life centre, as well as 
within the active business life centre, but along streets of a 
lesser transport and pedestrian intensity.  

The influence of the market pertaining to obtaining residence 
permits can also be felt in the business space sector, while it is 
more customary for this sector, unlike the residential one, that 
foreigners are more often disposed to look for objects that can 
be obtained with tenants already in there. 

Businessmen of the neighboring countries are also more active 
on the local market they prefer premises in various city 
locations, but maintaining one of the major criteria – a sound 
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adjacent pedestrian and transport flow. They are out for spots 
for trade, from mere 20 square meter premises in Old Town to 
as much as 2000 square meter lots in residential areas and 
shopping malls. There is still appetite for smaller coffee-shop 
premises in residential areas at relatively low prices.  

The number of inquiries around some particular buildings has 
increased from non-resident clients, in view of procurement, as 
well as leasing for establishing hostels and hotels there.  

Unchangingly high still is the investors’ interest in shopping 
malls, small shop premises with permanent tenants and 
permanent cash flow. Investors are interested in cash flow 
generating objects in downtown Riga of at least 8% yield, or at 
least 10% in the residential areas of Riga and other cities of 
Latvia, but the supply matching these conditions is rather small. 
 
The fees for rent in the business space segment in the 4th 
quarter have remained on the previous level on the aggregate. 
The fees for rent of some particular objects in more popular 
locations are raised by their owners. For small business lots in 
Old Town and the active business centre, the average rental 
fees range from 15  35 Euros per square meter, some places 
reaching 45 Euros per square meter, while rental fees for larger 
premises range from 5 to 20 Euros per square meter. Rental 
fees for small space trading premises, located farther away from 
downtown are 5 – 9 Euros per square meter, for large premises 
4 – 7 Euros per square meter. 
 
The high fill ratio remains in the most popular supermarkets. All 
business lots in T/C Spice and T/P Alfa shopping malls are full. 
Vacant lots in T/C Origo supermarket comprise 2.1% of all 
berths, T/C Mols – 1.4%, T/C Dole – 2.5%, Galerija Centrs – 
3.3%, T/C Domina – 3.5%, Olimpija and Riga Plaza – 9%. 
 
Several new brands have opened stores in 2011, the most 
successful shopping centers. For example T/A Alpha - RIEKER, 
GUESS Acc, CROC`S, SNOBS un CAMICIE&CRAVATTE, T/C Origo 
– DIVA, T/C Mols – CROC`S, BRANDWATCH and 
CAMICIE&CRAVATTE, T/C Galerija Centrs – CROC`S, SNOBS, 
INGRID MILLET, T/C Galerija Rīga – CROC`S, 
CAMICIE&CRAVATTE, AT.P.Co and Apanage, T/C Olimpija – XS 
GIFTS and Yo Yo Frozen Yoghurt. 

Rental fees in shopping centres were ranging from 7 to 50 Euros 
per square meter, depending on the shopping centre, floor 
space and room arrangement.   

Warehouses/Industrial premises 

In the segment of warehouses and industrial premises, 
regardless of the end of the year, the 4th quarter has passed 
with the clients’ activity being constant. We expect the 
transactions with local and foreign investors, started in the 4th 
quarter, will be finalized at the beginning of the year. Those 
entrepreneurs seeking production and warehouse premises for 
their own needs instead of rental market business have become 
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more active. Industrial premises as investment objects are not 
so sought-after as office or business spaces.  

The largest demand for warehouses and production facilities has 
been for locations with areas ranging from 500 to 1000 square 
meters, primarily for lease. Demand for larger lots is rather 
small. 

Looking at clients’ activity by profile reveals that the most active 
have been none other but local entrepreneurs, who, after a 
lengthy quest for appropriate property, are now ready to make 
up their minds, as being alerted by spotting the tiny but still 
upward trend of prices and considering the Latvian real estate 
property market and what it can offer, they conclude that it is 
high time for them to grab a piece of real estate property at a 
reasonable price. 

Land plots for commercial construction seem to capture the 
interest of local entrepreneurs. In general, only those offers are 
considered, which match their actual market price and are 
located in good strategic spots - Riga and close areas of Riga 
region. 

There is still very high demand for the real estate property 
currently owned by banks and their affiliate companies, as they 
maintain their property prices adequate to the current market 
situation. 

Rent price levels in the warehouses and industrial premises 
segment have maintained their stability. The asking price for 
unheated, old hangars is 0.7 Euros per square meter in 
average; for renovated production shops in former industrial 
areas, in average from 1 to 2.5 Euros per square meter; for an 
A-class grounds, just released for operation, with an adequate 
quality fittings in all positions, within the confines of Riga – from 
2.5 to 4 Euros per square meter. The average maintenance 
costs were ranging from 0.4 to 0.8 Euros per square meter. 
 
The average sales prices have also remained on their previous 
levels. For minor ancillary warehouse, production unit and 
service constructions up to 500 square meters, they were 350 - 
400 Euros per square meter in average. Prices for hangars from 
500 square meters and up could vary between 70 - 250 Euros 
per square meter. The price predominantly depends on the 
condition of the hangar and its specific purpose. The average 
prices for land plots for commercial construction are between 10 
- 30 Euros per square meter. 
 
 


