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Earning the CIPS Designation 

 

The NATIONAL ASSOCIATION OF REALTORS® awards the Certified 
International Property Specialist (CIPS) designation to REALTORS® who 
complete the required coursework and demonstrate global real estate 
experience. 

The CIPS course curriculum is the foundation for a worldwide network of 
real estate professionals in 59 countries. 

 
Course Requirements 

 Global Real Estate: Local Markets 

 Global Real Estate: Transaction Tools 

 Three of the following elective courses: 

 Europe and International Real Estate 

 Asia/Pacific and International Real Estate 

 The Americas and International Real Estate 

 Africa/Middle East and International Real Estate 

 At Home with Diversity 

International Real Estate Experience 

For up-to-date information on experiential requirements and a 
designation application form, go to www.Realtor.org/global. 
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Course Goals 

The goals of the The Americas and International Real Estate course are to 
provide: 

 Knowledge of the Americas real estate marketplace 

 Methods for researching, analyzing, and applying global market 
information 

 Skills for facilitating real estate transactions in the Americas markets, 
empowering the real estate professional in the global marketplace 

 Recommendations for building key contacts in real estate 
organizations, commerce, and government 

Learning Objectives 

 Identify the social, political, geographical, and cultural characteristics 
of the Americas countries. 

 Develop skills for researching the Americas real estate market factors 
and assessing global business opportunities. 

 Adapt business and social behavior to conform to the customs and 
cultural norms that facilitate global real estate transactions. 

Exam 

At the end of the course, participants will be given a 30-question open-
book (unless closed-book is required for continuing education credit) 
multiple-choice exam to test and reinforce achievement of the course’s 
learning objectives. Successful completion is 80 percent, a total of 24 
correct answers. 

Activities and Class Procedures 

This course incorporates a variety of activities designed to involve 
students, such as work group assignments, exercises, and discussions. 
Students are strongly encouraged to ask questions and engage in class 
discussions and group exercises. The range of experience levels among 
students offers a rich opportunity for learning from peers. Your active 
involvement will enrich the learning experience for yourself and others. 
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Countries Included in Study 

The countries included in this study have real estate associations that are: 

 International Consortium of Real Estate Associations 

 National Association of REALTORS® Cooperating Associations* 

For the purposes of this course, the term “the Americas” includes the 
following countries: 

Argentina 
Brazil 
Canada 
Chile 
Colombia 

Costa Rica 
Dominican 
Republic* 
Mexico 
Panama 

Paraguay 
Peru 
USA 
Uruguay 
Venezuela 

 

*The Dominican Republic is an exception but has an active real estate 
market. 
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Getting Acquainted: The Americas 

 
Source: Thomas Jefferson High School, 
http://academics.tjhsst.edu/canoe/hum/gw/TheAmericas/index.htm 
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Getting Acquainted: North America 

 
Source: www.WorldAtlas.com 
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Getting Acquainted: Central America 

 
Source: www.WorldAtlas.com 

 Country? Capital City?   Capital Cities 

1    A Guatemala 

2    B San Salvador 

3    C Panama City 

4    D Managua 

5    E Tegucigalpa 

6    F Belmopan 

7    G San Jose 

 

 

 

  

1 

2 

3 

4 

5 6 

7 

The following countries 
appear on the map above. 
Write the name of the 
country next to the 
corresponding number. In 
the next column write the 
letter that corresponds to 
the country’s capital city. 
Countries shown in bold 
are included in this study. 

Belize 
Costa Rica 
El Salvador 
Guatemala 
Honduras 
Nicaragua 
Panama 
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Getting Acquainted: South America 

 

  Country? 

 1  

 2  

 3  

 4  

 5  

 6  

 7  

 8  

 9  

 10  

 11  

 12  

 13  

   

   

Source: www.WorldAtlas.com 

The following countries appear on the map above. Write the name of the country next to the 
corresponding number. Countries shown in bold are included in this study. 

Argentina 
Bolivia 
Brazil 
Chile 
Colombia 
Ecuador 
French Guiana 

Guyana 
Paraguay 
Peru 
Suriname 
Uruguay 
Venezuela 

  

1 

2 

3 

4 

5 

6 

7 
8 

9 

10 

11 
12 

13 
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Getting Acquainted: South America Capital Cities 

 
Source: www.WorldAtlas.com 
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Getting Acquainted: The Caribbean 

 
Source: CIA World Factbook, www.cia.gov. 

Pre Quiz 

Circle true or false or fill in the blank. 

1. Panama seeks to curb foreign investment through protectionist policies 
that inhibit growth in the real estate market. 

True 

False 

2. Catholicism is a prevalent religion in the Americas region. True 

False 

3. Brazil’s economy has been faltering over the past several years because 
of limited oil and gas discoveries and hyperinflation.  

True 

False 

4. Foreigners must establish a fideicomiso, a form of bank trust, to own 
certain real estate in Mexico. 

True 

False 
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5. The Mexican economy, while diverse, is highly dependent on exports to 
the USA. 

True 

False 

6. The USA will maintain control over the Panama Canal until its expansion is 
complete. 

True 

False 

7. While most cultures in Central and South America are traditionally male-
dominated, the region has had several prominent female political leaders. 

True 

False 

8. Economic growth and development for many countries in the region is 
spurred by demand for ___________, especially by rapidly developing 
economies such as India and China. 

 

9. Panama’s economy is completely dollarized. True 

False 

10. Possession rights are preferable to titled properties in Panamanian real 
estate. 

True 

False 

11. The notary public in the USA and the notary public or notario in Mexico 
perform essentially the same functions. 

True 

False 

12. Most countries in the Caribbean and Central and South America have 
________ law systems, while the USA and Canada have mostly common 
law systems. 

 

13. It is important to stress the necessity to act quickly on currency transfer 
and conversion in a counseling session with a client. 

True 

False 

14. Strong relationships are useful but not essential to conducting business in 
the Americas. 

True 

False 

15. Mexico’s currency is called the _________.  

16. The second-home and retiree markets represent substantial opportunity 
for global real estate professionals working in the Americas. 

True 

False 

17. The USA has the second-largest economy in the world. True 
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False 

18. Central and South America basically have the same cultures throughout 
all the countries. 

True 

False 

19. Cash transactions are common in real estate markets in the Americas. True 

False 

20. Agent and broker licensing is required in Mexico. True 

False 
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Knowledge Creates Opportunities 

Knowledge about global markets adds value and increases competitive 
edge, empowering you to capitalize on the opportunities in those 
markets. You should never assume, however, that what is true in one 
market in the Americas is true in another. 

Knowledge of your own market helps you understand the forces that 
impact a foreign real estate market. Just as you should never make 
assumptions from one country to the next, you should never assume that 
what is true in your home market is true of markets abroad. This includes 
what real estate means to a society and its status as a commodity. In 
addition to becoming familiar with the details—the steps in a transaction 
process in a particular market, for instance—you should become familiar 
with these general societal views on real estate. 

Global real estate professionals must have comprehensive knowledge of 
a country in order to: 

 Advise outbound clients and customers about economic conditions, 
opportunities and risks, site selection, infrastructure, facility costs, 
regulatory and cultural considerations, and market projections. 

 Work with inbound foreign clients and customers in a manner that 
assures cultural differences will not impede a satisfactory 
relationship. 

 Establish a network of competent professionals in other countries. 

You have seen the Country Assessment Model in your previous CIPS 
education. The model, used to research, organize, and evaluate market 
information, is included here for your reference. You will also apply the 
model in the exercise that follows. 
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Country Assessment Model 

 
Geography 
□ Major cities, states, provinces, colonies 
□ Climate, terrain, borders, and coastlines 
□ Unique features 
□ Environmental issues and agreements 
□ Natural resources 
 
Real Estate 
□ Market size 
□ Private property rights 
□ Foreign ownership 
□ Acquisition costs, fees, and taxes 
□ Transaction support: MLS, records access 
□ Rental property: commercial, residential, 

office 
□ Land use regulation, zoning, permits 
□ Financing 
□ Brokerage practices and agent licensing 
□ Forms of ownership 
□ Role of the notary 
□ Investment returns and value appreciation 
□ Commercial trends 
□ Home ownership rates and housing trends 
 
Demographics 
□ Population: size, age, density, trends 
□ Consumption and savings rates 
□ Per capita income 
□ Languages and literacy 
□ Labor force composition (service, industry, 

agriculture) and overall skill level 
 
Government 
□ Type, structure, tenure, and stability 
□ Tax laws and rates (citizens, foreigners, 

corporate, capital, inheritance, tax treaties) 
□ Legal system and court structure 
□ Constitution, legislature, regulatory 

structure 
□ Major political parties and elections 
□ Voting rights 
□ Administrative structure and bureaucracy 

Economy and Business 
□ Economic philosophy and monetary policy 
□ Base industries 
□ Currency and exchange trends 
□ Inflation, recession, and GDP trends 
□ Unemployment 
□ Major trading partners and alliances 
□ Exports and imports 
□ Trade balance 
□ Trade and capital flow restrictions 
□ Wage and price controls 
□ Business infrastructure 
□ Market access—internal and external 
 
Infrastructure 
□ Electricity and water supplies, waste 

management 
□ Transportation and shipping: airports, ports, 

waterways, railways, roads 
□ Banking, ATMs, credit cards 
□ Technology usage 
□ Internet access 
□ Communications and media 
□ Institutions: medical, educational, religious 
 
Beyond the Basics  
□ Ethnic composition 
□ Business impact of religion and culture  
□ Business and social behavior  
□ Traditions 
□ Holidays 
□ Negotiation and decision-making styles 
□ Mistakes to avoid 
 
Networking and Key Contracts 
□ Potential clients and customers: corporate, 

commercial, individual, local, and foreign 
□ Business and professional connections 
□ Real estate organizations 
□ Real estate expositions and events 
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Exercise: Apply the Country Assessment Model 

Read the scenarios below and answer the questions that follow. 

1. A USA company comes to you for assistance in locating a distribution 
center in Central or South America. The company ships globally via 
trade vessels. 

a) What questions would you ask the client to better determine their 
needs? 

 

 

 

 

b) Which parts of the Country Assessment Model would you first 
investigate, before moving on to comprehensive research? 

 

 

 

 

2. You receive a referral from a client in Chile. The referral would like to 
invest in the real estate market in Central America. He is unsure of 
what he wants or how to proceed. He just wants to invest in a “good 
market.” 
 
a) What questions would you ask the client to better determine their 

needs? 
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b) Which parts of the Country Assessment Model would you first 
investigate, before moving on to comprehensive research? 

 

 

 

 

3. A small group of investors from the USA would like to enter the 
hospitality business in Mexico, the Caribbean, Central America, or 
South America. They would like to open small hotels and need 
assistance locating them and navigating the real estate markets and 
business requirements. 
 

a) What questions would you ask the client to better determine their 
needs? 

 

 

 

 

b) Which parts of the Country Assessment Model would you first 
investigate, before moving on to comprehensive research? 
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Notes: 
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Development Trends 

While caution must be used in generalizing trends across a region, the 
Americas, as a whole, demonstrate common development patterns. 
Many countries included in this study exhibit the following: 

 Attention on energy use and production, with many countries trying 
to meet rising demand while shifting to renewable, clean energy 
technologies 

 Large exports of natural resources 

 Trade agreements that are constantly forming and evolving 

 Remittances as a significant source of capital to the region 

 Foreign direct investment (FDI) as a significant source of capital to the 
region 

 Emphasis on sustainability and the environment to support and 
continue economic development 

 

The Americas and the Environment 
From British Columbia, Canada, to Costa Rica, the Americas offer beautiful 
landscapes that attract ecotourists, vacationers, second-home buyers, and 
retirees. 

 
Source: Vancouverislandparks.com and Costa Rica Tourism, www.tourism.co.cr 
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The World Bank1

 Lower middle income: Paraguay 

 ranks the economies of the Americas as follows: 

 Upper middle income: Argentina, Brazil, Chile, Colombia, Costa Rica, 
Dominican Republic, Mexico, Panama, Peru, Uruguay, Venezuela 

 High income: Canada, USA 

Coming of Age 

Despite continued economic disparity, many experts view the Americas 
as a region on the rise, particularly the countries of Central and South 
America relative to the more developed countries in North America. The 
Brookings Institution released a report titled “Latin America: Coming of 
Age,” which explores the region’s economic growth, prosperity, and 
political stability, as well as the challenges faced by the region. Growth 
stimuli indicated in the report include trade, FDI, tourism, 
democratization, and better fiscal management. Challenges include 
management of these stimuli, applying economic gains to reduce social 
and economic inequality, diversification of trade to mitigate overreliance 
on a few trade partners, and climate change. Despite these challenges, 
real estate professionals should be excited by the opportunities 
presented by a region coming of age. 

Baby Boomer Retirements 

The impending retirement of 78 million Baby Boomers will present 
enormous possibility and potential for global real estate professionals. 
Retirees from Central America, South America, and the Caribbean will 
want second or retirement homes in the USA. Boomers in the USA will 
turn south for the weather and natural beauty. They will also find all the 
accommodations they expect in the USA—at a fraction of the cost.  

Land Banking 

Land banking, the practice of acquiring and holding land as an 
investment, anticipating future development or cultivation, is common in 
Central and South America. This practice increased after a wave of 
market-oriented land policy reforms in the 1990s. Land banking is 
particularly common in Brazil, Argentina, Chile, Uruguay, and Paraguay. 

  

                                                      
1 The World Bank, www.worldbank.org 
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Information Technology 

Information technology in the Americas is largely concentrated in urban 
areas. In these areas, technology such as broadband can be quite 
developed and professionals are connected. According to a study by the 
International Data Corporation (IDC), 64 percent of professionals in 
Central and South America who use computers are either 
“hyperconnected” or are “more and more connected to the Internet” 
when they do their jobs. That compares to 59 percent in Asia/Pacific, 50 
percent in Europe, and 44 percent in the USA.2

 

 As a real estate 
professional, you should expect clients, customers, and colleagues in the 
Americas to use a range of Internet and mobile technologies. 

Internet Usage Statistics 

Country Population 
(2010 est.) 

Internet 
Users 

% Population 
(Penetration) 

User Growth 
(2000-2010) 

Argentina 41,343,201 26,614,813 64.4% 964.6% 

Brazil 201,103,330 75,943,600 37.8% 1,418.9% 

Canada 33,759,742 26,224,900 77.7% 106.5% 

Chile 16,746,491 8,369,036 50.0% 376.2% 

Colombia 44,205,293 21,529,415 48.7% 2,352.1% 

Costa Rica 4,516,220 2,000,000 44.3% 700.0% 

Dominican 
Republic 

9,823,821 3,000,000 30.5% 5,354.5% 

Mexico 112,468,855 30,600,000 27.2% 1,028.2% 

Panama 3,410,676 959,900 28.1% 2,033.1% 

Paraguay 6,375,830 1,000,000 15.7% 4,900.0% 

Peru 29,907,003 8,084,900 27.0% 223.4% 

USA 310,232,863 239,232,863 77.3% 151.6% 

Uruguay 3,510,386 1,855,000 52.8% 401.4% 

Venezuela 27,223,228 9,306,916 34.8% 1,024.9% 

Source: Internet World Stats, www.internetworldstats.com 

  

                                                      
2 “The Hyperconnected: Here They Come!” IDC sponsored by Nortel, 2008 
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Economic Trends 

Opportunity or Competition? 

For many countries in the Americas region, the rise of other world 
economies such as China and India presents both opportunity and 
competitive difficulties. Companies in the USA are able to reach new 
customers as the middle class in India grows, for example, but workers in 
the USA face increasing competition from a skilled global workforce. 
Mexico’s manufactured goods industry faces fierce competition from 
China’s, but Mexico may be able to capitalize on its proximity to the USA, 
a large consumer of goods from both countries. 

The key point for real estate professionals is that certain countries, and 
individuals in all countries, will see global competition as opportunity. 
Transactions will result from business between regions—a Brazilian 
company would like to open a branch office in India, a business 
professional from China must relocate to Peru. Thus, it is important to 
see global real estate as more than a two-way street. 

Commodities-based Economies 

Commodities, especially natural resources and agricultural products, are 
integral to many economies in the Americas. As shown in the chart 
below, the majority of Latin American and Caribbean people and most of 
the gross domestic product (GDP) are located in net commodity 
exporting countries—countries in which commodities exports exceed 
imports—making high commodity prices integral to economic and social 
advancements. The good news for these countries is that countries with 
rapidly developing economies such as China and India have voracious 
appetites for commodities and will seek exports from the Americas. 

While export of commodities can contribute to economic growth, 
countries can also be commodity-dependent, and growth can be 
inhibited by economic downturns that affect commodity prices. For 
instance, soybeans accounted for 25 percent of Argentina’s exports in 
2008; prices plunged 40 percent in 2009, which, coupled with the worst 
drought in 70 years, led President Cristina Kirchner to declare a state of 
emergency in the countryside.3 Nevertheless, the World Bank projects a 
commodity-led economic expansion for Central and South America that is 
expected to reach or pass the 4 percent mark in 2010.4

                                                      
3 “Commodity Price Dive Hits Latin Economies,” The Wall Street Journal, February 12, 
2009 

  

4 “Wisely Managed Commodity Windfalls Can Support Region’s Sustained Growth,” The 
World Bank, www.worldbank.org 
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Commodity-Rich or -Dependent? 

LAC=Latin America and the Caribbean Region 
Source: The World Bank, www.worldbank.org 
 

  Major Commodity Exports 

Argentina Soybeans and derivatives, corn, wheat, beef, crude oil, 
petroleum products 

Brazil Natural gas, crude oil, petroleum products, iron ore, coffee 

Chile Copper, fish, fruit, wood 

Colombia Crude oil, petroleum products, coffee, iron and steel 

Costa Rica Fruit (bananas), coffee 

Mexico Crude oil, petroleum products, iron and steel, silver, fruit 

Panama Fish, fruit (bananas), live animals, meat, coffee 

Paraguay Soybeans, cereals, meat 

Peru Copper, gold, zinc, crude oil, petroleum products 

Uruguay Meat, leather, dairy, cereals 

Venezuela Crude oil, petroleum products, iron and steel, aluminum 

Source: International Monetary Fund, www.imf.org  
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Service and Hospitality 

As mentioned above, the Americas region is filled with natural beauty, 
and the Caribbean, Mexico, and Central and South America have 
significant service and hospitality industries, as well as second-home and 
retirement markets. For the Caribbean, the contribution of travel and 
tourism to GDP is 12.3 percent (US $39.4 billion), and growth is expected 
to average 4.1 percent per annum over the coming 10 years. For Mexico, 
travel and tourism represent 12.7 percent of GDP (US $121.5 billion), and 
the industry is expected to grow by 5.1 percent per annum over the next 
10 years. The contribution of travel and tourism to the GDP of Central 
and South America is currently 6.2 percent (US $200.2 billion). Growth is 
expected to average 5.1 percent per annum over the next 10 years.5

Impact of the 2008-09 Economic Crisis 

 

While the world economic crisis impacted the Americas, and different 
countries have different economic outlooks, the region has resilient 
economies that weathered the storm as well as could be expected. 

Canada and the USA are bouncing back by many measures, and 
economies in Central and South America demonstrated resiliency that 
had not been seen historically. Better macroeconomic frameworks 
implemented since previous regional crises, as well as stimulus plans to 
deal with the recent crisis, positioned countries in the region to fair much 
better than most world economies. Brazil, for instance, has recovered 
largely due to increased economic activity in Asia. While Mexico 
experienced a steep decline, economists from the World Bank expect it 
to recover strongly. 

Continued recovery will depend on wise policies to exit stimulus plans, 
global recovery, sustained growth of world economies with which 
regional countries are connected through trade, and savings of profits 
from higher commodities prices. The tables below explore the divergent 
economies of the countries in this study.

                                                      
5 Statistics are from the World Travel & Tourism Council, www.wttc.org 
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Post-Crisis Economic Outlook 

Argentina High public expenditures on redistributive poverty reduction policies seen as unsustainable. Rebounding economic indicators such as increased 
industrial production questioned by economists due to lack of transparency, including discontinuance of annual consultation with the IMF. 

Brazil An economy that competes with the strongest in the world. Nearly 20 million people entered the middle class in less than a decade. New 
sectors of economy emerging, and existing sectors seeing global expansion. Consumer and investor confidence have returned. 

Canada Domestic demand and consumption on the rise in this affluent, high-tech, industrialized economy. Exports on the rise. Continued 
unemployment should decline. Recovery expected to moderate somewhat as stimulus policies expire. 

Chile Rebound from rising copper prices interrupted by natural disasters. Growth will likely resume on rebuilding efforts, expansion of commodity 
exports market, and increased FDI. Stimulus measures funded by significant reserves in sovereign wealth funds from copper exports. 

Colombia Recovery assisted by low inflation, stable currency, increasing global demand for exports, and rising private consumption. Sustained growth will 
rely on expansion of commodity exports market and increased FDI. 

Costa Rica Recovery assisted by continued pro-business policies such as expansion of trade agreements and promotion of investment as well as rising 
consumer and business confidence and low inflation. 

Dominican 
Republic 

Economic expansion and GDP growth should return on rebound of tourism and expansion of exports, imports, tax collections, and private 
credit, as well as containment of inflation. Structural improvements related to tax administration and bank supervision being implemented. 

Mexico Recovery lagged behind other regional economies but rebounded vigorously, supported by export growth. Strong economic fundamentals and 
framework as well as relationships with the IMF and the USA Federal Reserve should anchor long-term stability, though threats include 
decreased oil production, reliance on demand for consumer products from the USA, and lack of competition in some sectors. 

Panama Moderate recovery compared to other Central American economies, in part due to a downturn in the real estate market. Outlook positive, 
though, based on infrastructure projects related to transportation and the expansion of the Panama Canal, economic growth by major trading 
partners, and coming surge of the Baby Boomer real estate market. 

Paraguay Growth in agricultural sector, increased government investment in infrastructure, domestic demand, and capital inflows related to repatriation 
of funds held abroad expected to support recovery, which will also depend on progress of structural reforms. 

Peru One of the strongest economies in South America. Astute fiscal policy supporting strong growth led by mining sector as well as construction and 
manufacturing sectors. FDI rebounded sharply. 

USA Recovery of the world’s largest economy is on track but not as strong as expected, as high unemployment continues and budgetary challenges 
related to aging population loom. 

Uruguay Economy showed resilience by expanding during crisis. Government, with support from the World Bank, plans to invest in health care, 
education, security, and infrastructure to sustain growth.  

Venezuela Large economy tempered by high inflation and capital seeking refuge abroad due to currency volatility and protectionist policies. 
Sources: IMF, www.imf.org; “What’s Next for Latin America After the Global Crisis?” Brookings Institution; USA Congressional Budget Office, www.cbo.gov; Organisation for 
Economic Co-operation and Development, www.oecd.org; FocusEconomics, LatinFocus, www.latin-focus.com, CIA World Factbook, www.cia.gov 
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The Americas Economic Profiles* 

    
Projected† 

      

 GDP GDP Per 
Capita 

’09 GDP 
Growth 

’10 GDP 
Growth 

’11 GDP 
Growth 

Inflation Unemployment Exports Imports FDI in 
Country 

FDI 
Abroad 

Argentina $558B‡ $13,800 -2.5%* 3.5% 3% 7.7% 9.6%* $55.7B $38.7B $79.5B $29.6B 
Brazil $2.0T $10,200 -0.2% 5.5% 4.1% 4.2% 7.4% $158.9B $136B $318.5B $124.3B 
Canada $1.3T $38,400 -2.5% 3.1% 3.2% 0.2% 8.5% $298.5B $305.2B $434.4B $552.1B 
Chile $243.7B $14,700 -1.7% 4.7% 6% 1.7% 10% $48.9B $40.9B $115B $32.1B 
Colombia $401B $9.200 -0.1% 2.2% 4% 2% 12% $31.3B $31.7B $76B $15.7B 
Costa Rica $48.6B $10,900 -1.6% 3.4% 4.2% 8.3% 6.4% $8.1B $10.5B $11.6B $540M 
Dominican 
Republic 

$80.5B $8,300 1.8% 3.5% 6% 1.4% 15.1% $5.4B $12.1B $17.2B N/A 

Mexico $1.5T $13,500 -6.5% 4.2% 4.5% 3.6% 5.6%§ $229.7B $234.4B $307.7B $46.4B 
Panama $40.3B $11,900 2.4% 5% 6.3% 2.3% 7.1% $11.4B $13.6B N/A N/A 
Paraguay $28.3B $4,100 -3.5% 5.3% 5% 1.9% 7.9% $3.2B $6.5B $2.2M N/A 
Peru $253B $8,600 0.9% 6.3% 6% 1.2% 9% $23.1B $20.3B $34B N/A 
USA $14.3T $46,400 -2.4% 3.1% 2.6% -0.7% 9.3% $994.7B $1.4T $2.4T $3.3T 
Uruguay $44.5B $12,700 1.7% 5.7% 3.9% 7.3% 7.9% $6.3B $6.6B N/A N/A 
Venezuela $350.1B $13,100 -2.9% -2.6% 0.4% 27.1% 10.9% $52B $41B $41.6B $20.7B 

*GDP, GDP per capita, exports, imports, and FDI quoted in USA dollars. 
†IMF Projections 
‡GDP, ’09 GDP Growth, and Unemployment based on private estimates; official figures deemed unreliable by source. 
§Underemployment may be as high as 25 percent. 
 
Source: CIA World Factbook, www.cia.gov 

 



CIPS: The Americas & International Real Estate 

30 

Economies Interconnected by Trade 

Economies in the Americas are interconnected through trade 
partnerships and free trade agreements. Countries are becoming 
increasingly involved in the global economy through increased exports to 
and trade agreements with countries throughout the world, particularly 
emerging markets in the Asia/Pacific region. 

Interregional Economic Cooperation 

Regionally countries trade with one another, and trade agreements to 
open economic opportunities continue to form and expand in earnest 
(see table below). While the level of economic cooperation mostly 
benefits each country involved in agreements, economies may become 
over-reliant on the economic conditions of a trade partner. Mexico sends 
80.4 percent of its exports to the USA, making it vulnerable to sinking 
consumer demand in the latter. Political conditions may also affect trade. 
Venezuela’s decision to limit exports from Colombia based on 
protectionist policies has impacted Colombia’s economy.6

Intraregional Economic Cooperation 

 

The risk of over-reliance on trade with regional and neighboring 
economies is mitigated by trade opportunities in the global economy. For 
example, China replaced Venezuela as Colombia’s number two trading 
partner in 2009, and Colombia is pursuing trade agreements with 
European and Asian countries.7 China overtook the USA as Brazil’s top 
trading partner in 2009 at US $3.2 billion with China compared to US $2.8 
billion with the USA.8

                                                      
6 CIA World Factbook, www.cia.gov 

 Trade with developed and emerging global 
economies has a tremendous upside for the Americas, another reason for 
CIPS designees to see global real estate as more than transactions 
involving countries in a single region. 

7 Ibid. 
8 “China Overtakes the US as Brazil’s Largest Trading Partner,” Telegraph, May 9, 2009 
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Major Regional Alliances 

Alliance Type Establishment or 
Effective Date 

Full Members 

Andean Community of 
Nations (CAN) 

Trade bloc / 
Customs union 

1996 Bolivia, Colombia, Ecuador, Peru (full 
members) 

Caribbean Community 
(CARICOM) 

Cooperative 
organization / 
Customs union 

1973 Antigua and Barbuda, Bahamas, 
Barbados, Belize, Dominica, Grenada, 
Guyana, Haiti, Jamaica, Montserrat, 
Saint Kitts and Nevis, Saint Lucia, Saint 
Vincent and the Grenadines, Suriname, 
Trinidad and Tobago (full members) 

Central American 
Common Market 
(CACM) 

Cooperative 
organization / 
Customs union 

1991 Belize, Costa Rica, Dominican Republic, 
El Salvador, Guatemala, Honduras, 
Nicaragua (full members) 

Dominican Republic –
Central America Free 
Trade Agreement (DR-
CAFTA) 

Free trade 
agreement 

2006-2009 Costa Rica, Dominican Republic, El 
Salvador, Guatemala, Honduras, 
Nicaragua, USA 

North America Free 
Trade Agreement 
(NAFTA) 

Free trade 
agreement 

1994 Canada, Mexico, USA 

Organization of 
American States (OAS) 

Cooperative 
organization 

1951 Antigua and Barbuda, Argentina, 
Bahamas, Barbados, Belize, Bolivia, 
Brazil, Canada, Chile, Colombia, Costa 
Rica, Cuba, Dominica, Dominican 
Republic, Ecuador, El Salvador, 
Grenada, Guatemala, Guyana, Haiti, 
Honduras, Jamaica, Mexico, Nicaragua, 
Panama, Paraguay, Peru, Saint Kitts and 
Nevis, Saint Vincent and the 
Grenadines, Suriname, Trinidad and 
Tobago, USA, Uruguay, Venezuela  

Southern Common 
Market (MERCOSUR) 

Trade 
agreement / 
customs union 

1991 Argentina, Brazil, Paraguay, Uruguay 

Source: Organization of American States, SICE: Foreign Trade Information System, www.sice.oas.org
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Other Trade Agreements 

In addition to the major alliances outlined above, countries in the 
Americas, bilaterally or as part of their member organizations, are 
pursuing or have ratified many inter- and intraregional trade agreements. 
Below is a partial list of these agreements, representative of the global 
scope of trade in the region. 

 Canada-Chile 

 Canada-Costa Rica 

 Canada-Israel 

 CARICOM-Costa Rica 

 Central America-Panama 

 Chile-Australia 

 Chile-EU 

 Chile-MERCOSUR 

 MERCOSUR-Israel 

 MERCOSUR-Peru 

 Mexico-EU 

 Mexico-Japan 

 Mexico-Uruguay 

 Panama-Singapore 

 Panama-Taiwan 

 USA-Bahrain 

 USA-Jordan 

 USA-Israel 

 

 

Government Policies 

Most of the ideological disagreements that lead to political and social 
instability have abated in the Americas, and governments in countries 
such as Chile, Peru, Brazil, and Colombia have recognized the importance 
of removing barriers to capital flow and investment. Other countries—
Costa Rica, most notably in terms of property rights—have also worked 
to formalize structures and processes in order to legitimize the ownership 
of assets, including land and real estate. 

A clear challenge to liberalization trends is continued economic and social 
inequality. Governments will likely feel pressure from segments of their 
citizenry to alleviate poverty and continue to fund social safety net 
programs. Populations are aging in the region for a variety of reasons, 
including increased life expectancy and decreased infant mortality, linked 
to positive economic developments. Funding pensions and health care 

 

 



2. Market Dynamics 

33 

programs while working to decrease poverty could disallow investment in 
infrastructure and education in the long term, impacting the entire 
economy. Even the wealthiest nations in the region—Canada and the 
USA—face massive growth in spending on programs for the elderly that 
could, without reforms, lead to harmful increases in deficits and debt. 
Overcoming these challenges will take continued political stability. It will 
also take government policies that support not only capital flow and 
investment but also innovation to sustain existing economic sectors and 
build new ones. 

The Center for Global Development recommends the following five policy 
frameworks for sustaining development and economic growth in Latin 
America.9

 Secure property rights 

 These broad goals, state the Center’s experts, must be pursued 
through policy at different levels and through divergent measures 
according to the unique circumstances, including political climate, 
economy, governmental structure, and existing policies, of each country. 

 Sufficiently equal opportunities for broad segments of the population 

 Sufficient economic and political competition 

 Macroeconomic stability 

 Broad sharing among the population of the benefits from growth 

  

                                                      
9 Growing Pains in Latin America: An Economic Growth Framework as Applied to Brazil, 
Colombia, Costa Rica, Mexico, and Peru, Center for Global Development, 2009 
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Property Rights Index for Latin American Countries

 
The property rights index is a subcomponent of the Heritage Foundation’s Index 
of Economic Freedom. It measures the degree to which a country’s laws protect 
private property rights as well as the degree to which the government enforces 
those laws. 

Higher scores are more desirable (property rights are better protected). Scores 
are from 0 to 100. 
Source: Global Property Guide (chart), www.globalpropertyguide.com; Heritage 
Foundation and The Wall Street Journal (rankings), http://heritage.org/index 

Building Codes 

Despite the tragedy of both disasters, the earthquakes in Haiti and Chile 
in 2010 demonstrated the importance of strong, formal, enforceable 
building codes. The overall damage in Chile was less than that in Haiti 
because of better building codes (absent, for the most part, in Haiti). Real 
estate professionals should become familiar with building codes in the 
countries and municipalities in which they work. Clients certainly benefit 
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from stronger building codes, which lead to better structures and, thus, 
more secure investments. 

New Construction 

Real estate professionals must use caution when clients are purchasing 
new construction properties. Sometimes, real estate development 
outpaces the ability of government authorities to construct or upgrade 
infrastructure such as sewers and water systems. Additionally, obtaining 
legal title to properties may be difficult if the country does not have a 
highly developed registration system. To avoid problems, be sure to work 
with reputable developers, and make sure that the product promised is 
the product delivered. 

Dollarization and Monetary Policy 

Governments in the Americas are confronted with dollarization of their 
economies, either by policy or circumstance. Dollarization often occurs 
because of currency instability and hyperinflation related to economic 
crises. Official monetary policy that links the economy to the historically 
stable USA dollar is meant to stabilize it—to end capital flight because of 
currency devaluation, bring down inflation, and lower interest rates. 

Governments in highly dollarized countries also face the risk of crisis 
related to “currency mismatch,” as they tend to collect revenues in local 
currency while servicing debts in foreign currency. In this situation, high 
dollarization can deepen an economic crisis, such as in the case of 
Argentina in 2001 and Uruguay in 2002.10

On the other hand, highly dollarized economies can benefit from the 
dollarization. Panama uses the USA dollar as its currency, and this policy 
is seen as conducive to business, including the real estate market. 

 Argentina subsequently forced 
its citizens to convert to pesos, exacerbating the crisis until new policies 
revalued the peso and stabilized the economy, although problems 
remain. 

As a global real estate professional, you should track monetary policy in 
the countries in which you work and be aware of how dollarization and 
exchange rates might impact transactions. Volatility in exchange rates 
can negatively affect real estate value and disrupt a transaction. 

                                                      
10 “Financial Dollarization in Latin America,” Robert Rennhack and Masahiro Nozaki, IMF 
Working Paper, January 2006 
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When working with buyers, before the initial counseling session real 
estate professionals should investigate what currencies are allowable for 
a transaction. During the counseling session: 

 Ask where and in what currency the transaction funds are held. 

 Stress the importance of transferring and converting the funds as 
soon as possible and the consequences of a delay. If the buyer must 
wait for money to be transferred and converted before making an 
offer, the opportunity to purchase a first-choice property could be 
lost. 

 Explain the need to determine an appropriate price range and move 
quickly when the right property is found. A seller may not accept an 
offer conditioned on transferring the money from another country. 

 Caution that if funds are not available to close a transaction on the 
contracted date, the buyer risks losing the down payment. 

 
The Americas Currencies 

Country Currency Abbreviation Symbol 

Argentina Argentine peso ARS $ 
Brazil Brazilian real BRL R$ 

Canada Canadian dollar CAD $ or C$ 
Chile Chilean peso CLP $ 

Colombia Colombian peso COP $ 
Costa Rica Costa Rican colón CRC ₡ 
Dominican 
Republic 

Dominican peso DOP RD$ 

Mexico Mexican peso MXN $ or Mex$ 
Panama USA dollar USD $ 

Paraguay Paraguayan guaraní PYG Gs 
Peru Peruvian nuevo sol PEN S/. 
USA USA dollar USD $ 

Uruguay Uruguayan peso UYU $ 
Venezuela Venezuelan bolívar fuerte VEF Bs 
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Environmental Issues 

In many ways, environmental issues in the Americas reflect those 
occurring in other regions. However, Latin America and the Caribbean 
alone are home to approximately 27 percent of the world's mammals, 34 
percent of its plants, 37 percent of its reptiles, 43 percent of its birds, and 
47 percent of its amphibians; forty percent of the plant life in the 
Caribbean is found nowhere else on earth.11

 Pressure on ecosystems from population growth 

 Since biodiversity is a 
hallmark of the region and attracts tourists and the investments that 
accompany them, the need to confront environmental issues is perhaps 
more urgent. Issues include: 

 Clearing of ecosystems for agriculture 

 Deforestation 

 Runoff from deforestation and agriculture 

 Pollution resulting from urbanization and industrialization 

 Threats to coral reefs, marine life, and coastal lands from 
development 

 Overfishing 

Clearly, there is tension between economic development and 
environmental preservation. On the positive side, the region has great 
potential for the development of alternative energies such as solar, wind, 
and tidal power, and several countries and cities have embraced the 
sustainability movement. Curitiba, Brazil, is considered one of the 
greenest cities on earth because of its transportation system, green 
space, and successful recycling program. 

  

                                                      
11 USAID, www.usaid.gov 
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Curitiba Transit System 
The affordable transit system in Curitiba, Brazil, includes innovative tube bus 
stops that allow for convenient, safe boarding and access for the disabled. 

 
Source: Wikipedia, www.wikipedia.org 
 

Environmental Agreements 

Countries and organizations in the Americas have signed many bilateral 
and multilateral environmental agreements. Governments also sign 
voluntary agreements with industrial associations—over 50 such 
agreements were signed in an eight-year period in Colombia. Major 
multilateral agreements with participating countries from the region 
include: 

 North American Agreement on Environmental Cooperation (NAFTA 
side-treaty) 

 Kyoto Protocol 

 Convention on Biological Diversity 

 Basel Convention on Control of Hazardous Wastes 

 Montreal Protocol on Ozone Protection 

 Convention On International Trade In Endangered Species Of Wild 
Fauna And Flora  
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Legal Systems 

Legal systems in the Americas are important to real estate professionals 
because they impact real estate transactions and ownership rights. 
Clients may have questions about how the legal system affects a 
transaction or an investment. Consultation of trusted legal experts for 
outbound transactions is crucial. For inbound transactions, explain the 
legal process and involve legal counsel discreetly. 

Generally, the Americas are divided between two regions when it comes 
to legal systems. The North American countries of Canada and the USA 
have common law legal systems: 

 Attorneys use caution in giving opinions because accepted practices 
and precedent guide counsel rather than written codes 

 Matters of law are subject to interpretation 

 Legal situations involve longer contracts 

Mexico, the Caribbean, South America, and Central America have civil law 
legal systems: 

 Codes of law are established by legislative decisions but augmented 
by common law and precedent 

 Attorneys and officials rely on these written codes for quick legal 
opinions 

 Legal situations involve shorter contracts compared to common law 
systems 

The following table further details the foundation of each country’s legal 
system. 
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The Americas Legal Systems 

Argentina Mixture of other regional and West European civil legal 
systems. 

Brazil Civil law largely based on Portuguese civil law, related to 
Roman legal codes. 

Canada Based on English common law, except in Quebec, where a 
system based on French civil law prevails. 

Chile Civil law derived from Spanish system and later influenced by 
French and Austrian law. 

Colombia Civil law derived from Spanish system. 
Costa Rica Civil law derived from Spanish system. 
Mexico Civil law derived from ancient Roman and Greek and West 

European systems. 
Panama Civil law based on Spanish and Argentine codes. 
Paraguay Civil law based on Argentine codes and Roman and French 

systems. 
Peru Civil law originally based on French and Spanish systems 

modified and/or replaced with original, contemporary codes. 
USA Federal system based on English common law. Separate state 

systems based on English common law, with the exception of 
Louisiana, which was influenced by the Napoleonic civil system. 

Uruguay Civil law derived from Spanish system. 
Venezuela Civil law based on Roman and West European systems. 
Source: CIA World Factbook, www.cia.gov 

Notarios 

In many countries in the Caribbean, South America, and Central America, 
as well as Mexico, civil-law notaries, or notarios, play an important role in 
real estate transactions. Notarios are empowered to provide legal advice, 
prepare legal and transactional instruments such as contracts, and attend 
to domestic law pertaining to relationships between individuals. Notarios 
do not appear or argue before courts. However, the actions of notarios 
carry executory force, and documents prepared, signed, and recorded 
with an attesting notario carry the presumption of legal authenticity and 
credit.  

Notarios should not be confused with notary publics in the USA. Notarios 
are much closer to attorneys or legal specialists, with the appropriate 
education and training. In fact, in order to prevent fraud, many states in 
the USA have laws prohibiting notary publics from advertising in a way 
that suggests they have more legal authority and expertise than they 
actually do.  
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Law and Real Estate Issues 

Note the following points related to legal systems and real estate issues 
in the Americas, and see the tables below for further information on the 
business of real estate in the Americas. 

 Evictions can be difficult in many countries in the Caribbean, South 
America, and Central America, and courts often side with the 
tenant(s). 

 Laws related to property rights and land use regulations and 
enforcement are either in the process of being reformed or in need of 
reform. 

 Information about title ownership, liens, comparables, and other 
market data necessary to proceed through a transaction may be more 
difficult to come by. 

 It is important to work with a trustworthy attorney to conduct a title 
search that emerges with a clear and legal title. 

 Title insurance systems are either non-existent or in infancy, but 
some USA companies offer international title insurance so long as 
certain title search requirements are met. 

 Mortgage terms may be tied to the buyer’s age. 

 Formal legal codes may govern transactions; however, following 
every step in a code will be cumbersome. 
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The Americas Real Estate Regulation, Transaction, and Tax Information 

 Can Foreigners 
Own Real Estate? 

Mortgages 
Available? 

Title Insurance 
Available? 

Roundtrip 
Transaction 
Costs 

Practitioner 
License 
Required? 

Property 
Taxes 

Tenancy 
Law 

Rental Income 
Tax 

Capital Gains 
Tax 

Argentina Restricted on 
borders 

No International 6.1 % Yes 1.25-3.5% Pro-
landlord 

21% N/A 

Brazil Restricted on 
borders, coast, and 
rural areas 

Yes; 
difficult for 
foreigners 

International 11.5% Yes 0.5-4% Pro-
landlord 

15% 15% 

Canada Yes Yes Canadian 
system 

7% Yes 0.5-2.5% Pro-tenant 15-29% less 
deductions 

Half of gains 
less deductions 

Chile Restricted on 
borders 

Closed to 
foreigners 

International 6.1% No 1-1.4% Neutral 17% 17% 

Colombia Yes Yes International 9.6% No 0.002-1.6% Neutral 36-38% less 
deductions 

33% 

Costa Rica Restricted on 
beachlines 

Yes International 11.1% No 0.25% Pro-tenant 0-25% less 
deductions 

N/A 

Dominican 
Republic 

Yes Yes International 12.3% No 1%‡ Strongly 
pro-tenant 

25% less 
deductions 

25% 

Mexico Restricted; indirect 
ownership 

Yes International 12.8% No 0.05-1.2% Pro-tenant 2-28% 25-28% 

Panama Restricted on 
islands and 
frontiers 

Yes International 8% Yes 0.7-2.1% Pro-
landlord 

0-27% less 
deductions 

0-27% less 
deductions 

Paraguay Yes Yes International 7.6% No 1% Pro-tenant 15% 10% 
Peru Yes Yes International 7.5% Yes 0.2-1% Pro-tenant 24% 30% 
USA Yes Yes USA system 9.1% Yes Varies Pro-tenant 30%¥ Varies∞ 
Uruguay Yes Yes International 14% No 0.15-0.3% Pro-

landlord 
10.5% 12% 

Venezuela Yes Yes No 14.8% No Varies Pro-tenant 34% less 
deductions 

34% less 
deductions 

*Assumptions: Nonresident foreigners buying and selling a $250,000 condominium. 
‡Applied to value of properties above a certain threshold. 
¥For a specific income classification applied to a nonresident investor. 
∞Complicated tax system. Capital gains tax is based on a series of calculations, and the current effective rate is subject to expiring legislations.  
Sources: Global Property Guide, www.globalpropertyguide.com, ICREA, www.worldproperties.com 
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To learn more about real estate laws and regulations, including those 
that govern transactions, consult the following resources: 

ARELLO® International Exchange and List of Regulatory Agencies 
www.arello.org 

Doing Business, The World Bank Group 
www.doingbusiness.org 

Global Property Guide 
www.globalpropertyguide.com 

 
Ease of Doing Business Rankings* 

Country Overall Dealing with 
Construction 

Permits 

Registering 
Property 

Getting 
Credit 

Protecting 
Investors 

Enforcing 
Contracts 

USA 4 25 12 4 5 8 
Canada 8 29 35 30 5 58 

Colombia 37 32 51 61 5 152 
Chile 49 67 42 71 41 69 

Mexico 51 37 99 61 41 81 
Peru 56 117 28 15 20 114 

Panama 77 68 65 30 109 119 
Dominican 
Republic 

86 92 112 71 57 86 

Uruguay 114 140 165 43 93 96 
Argentina 118 168 115 61 109 46 
Costa Rica 121 128 49 61 165 132 
Paraguay 124 106 79 71 57 104 

Brazil 129 113 120 87 73 100 
Venezuela 177 94 97 177 178 74 

Source: Doing Business 2010, The World Bank Group, www.doingbusiness.org 
 
The table above shows the Ease of Doing Business Rankings for the 
countries in this study. These rankings are published annually by The 
World Bank. The Overall ranking is from the average of percentile 
rankings on ten topics (five of these topics are shown in the table) 
according to several indicators for 183 countries. Visit 
www.doingbusiness.org to further explore the regulatory environment in 
specific countries. 
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Commercial Real Estate Trends 

The USA and Canada have vastly different real estate supply-and-demand 
dynamics than countries in Central America, South America, and the 
Caribbean. The USA and Canada may trend downward at points, when 
demand falls for the high stock of commercial space, but the markets are 
still considered highly developed and competitive from a long-term 
perspective. In much of Central America, South America, and the 
Caribbean, demand for Class A office space is high while supply is short, 
stimulating development. Moreover, the pace of development to meet 
demand can withstand crises such as the 2008-09 credit crunch because 
projects are often financed through equity rather than debt. 

The economies of Brazil, Chile, Peru, Panama, and Colombia have 
particularly active, robust markets. For instance, vacancy rates for Class A 
office space are between 2-5 percent in Santiago, Chile; Bogota, 
Colombia; and São Paolo, Brazil. 
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USA Commercial Real Estate Statistics 

National Average Rental Rates 
 2004 2005 2006 2007 2008 2009 
Office       
Downtown Class A $29.71 $34.37 $36.02 $41.93 $47.31 $37.09 
Suburban Class A $22.02 $24.42 $24.49 $25.87 $26.32 $25.11 
       
Industrial       
Bulk Warehouse $4.30 $4.22 $4.66 $4.66 $4.63 $4.57 
Manufacturing $4.59 $5.00 $5.14 $5.57 $5.30 $5.07 
Hi-Tech/R&D $10.59 $8.90 $9.87 $10.03 $11.11 $8.62 
       
Retail       
Downtown Retail $40.61 $47.67 $47.70 $48.09 $51.28 $39.94 
Service Centers $16.42 $20.47 $20.56 $20.53 $18.55 $17.75 
Power Centers $21.06 $22.55 $22.33 $22.54 $20.77 $19.46 
Regional Malls $39.25 $43.01 $44.97 $46.26 $36.66 $32.76 
 

National Average Vacancy Rates 
 2004 2005 2006 2007 2008 2009 
Office       
Downtown Class A 13.3% 11.9% 9.9% 9.6% 10.3% 13.9% 
Suburban Class A 16.6% 11.9% 13.2% 12.9% 13.0% 16.9% 
       
Industrial       
Bulk Warehouse 11.5% 9.5% 10.7% 9.1% 7.4% 11.1% 
Manufacturing 9.9% 9.3% 8.7% 7.6% 7.8% 10.5% 
Hi-Tech/R&D 12.7% 11.1% 11.9% 11.4% 11.2% 12.3% 
       
Retail       
Downtown Retail 11.5% 7.3% 7.4% 6.6% 7.5% 8.9% 
Service Centers 9.1% 8.0% 7.8% 7.2% 8.4% 11.6% 
Power Centers 7.3% 6.7% 6.0% 5.3% 5.9% 9.8% 
Regional Malls 6.8% 5.6% 5.4% 4.8% 5.6% 7.1% 
Source: NAI Global 
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Major Metropolitan Rental Rates 
Latin America and the Caribbean 

 

 
 
Source: NAI Global 
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Market Drivers 

 Land banking: Investors buy 
large pieces of land in the 
path of growth related to 
urban expansion, resort 
development, or agricultural 
production. For 
developments, due diligence 
and viability studies are 
necessary to determine the 
likelihood of planning and 
infrastructure. 

 
Undeveloped land for sale in the Patagonia 
region of Chile. 

Source: www.allsouthernchile.com 

 Global corporate expansion:  
The nature of the global 
economy as well as the 
desire to profit from strong 
economies in countries with 
pro-market policies lead 
multinational corporations 
to seek office space or 
industrial facilities in the 
Americas. 

 
Skyscrapers in Panama City. Hewlett 
Packard, 3M, Dell, and Caterpillar, among 
other multinational companies, have 
regional operations in Panama. 

Source: Authority of Tourism Panama, 
www.visitpanama.com 

 Resorts and hotels: The 
Americas have a significant 
tourism market. Real estate 
professionals may have 
clients interested in the 
development and purchase 
of resorts and hotels in the 
region. Other clients may be 
interested in vacation 
properties or second homes. 

 
A resort in Cancun, Mexico. 

Source: Consejo de Promoción Turística de 
México, www.visitmexico.com 

 Medical facilities: the 
second-home market and 
medical tourism (seeking 
medical treatment abroad) 
have motivated the 
development of world-class 
hospitals in the region.  

A high-tech diagnostic laboratory at Hospital 
Punta Pacifica, an affiliate of Johns Hopkins 
Medicine International, in Panama City. 

Source: Hospital Punta Pacifica, 
www.hospitalpuntapacifica.com 
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Global Investment in Alabama, USA 
Manufacturing Facilities 

The map shows the locations of manufacturing facilities in Alabama, USA, that 
are owned by foreign companies. Countries and their states or provinces, in 
addition to municipalities, in the Americas use incentives such as tax 
exemptions to attract Foreign Direct Investment (FDI). As this map illustrates, 
even countries with vast, historically stable economies seek FDI. Trade between 
and among countries creates jobs and opportunities—including for global real 
estate professionals.  

Become familiar with global companies that are conducting or planning to 
conduct business in your home market or a market in which you are interested 
in working. This familiarity will help you develop fruitful relationships with 
company contacts in advance of planned investments or expansion of 
operations. 

 
Source: Alabama Development Office, www.ado.state.al.us  

 



2. Market Dynamics 

49 

Residential Real Estate Trends 

Home Prices 

USA and Mexico have seen declines in home prices with the financial 
crisis, while Canada’s market has rebounded. Home prices have followed 
the upward trend of the economies in countries in Central America and 
South America. For example, from 2003-07, home prices climbed 
moderately in Colombia, then increased sharply in 2008.12 Brazil saw 
enormous increases from 2006 to 2008, a slight decline with the financial 
crisis, and then a vigorous resumption of growth in 2009.13

It should be noted that reliable data is unavailable for several countries 
and markets in the Americas. For instance, there is a lack of official and 
unofficial home price data for Chile. 

 The market in 
the Dominican Republic has declined somewhat over the past several 
years, but has been known for buyers seeking luxury residences. 

USA has an active market for global home buyers. In fact, in the twelve 
months ending in March 2010, property sales to foreign clients, 
temporary visa holders, and recent immigrants were US $66 billion, 
accounting for 7 percent of the residential market.14

  

 See the chart below 
for a breakdown of these sales by price range. 

                                                      
12 Global Property Guide, www.globalpropertyguide.com. 
13 Ibid. 
14 2010 NATIONAL ASSOCIATION OF REALTORS® Profile of International Home Buying 
Activity, NAR Research Division, Washington, D.C., www.realtor.org 
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International Buyers in the USA: Purchases by Price Range 

 
Source: 2010 NATIONAL ASSOCIATION OF REALTORS® Profile of International Home 
Buying Activity, NAR Research Division, Washington, D.C., www.realtor.org 
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Buy/Sell Transaction Costs in Latin American Countries*

 

*Expressed as a percentage of total transaction costs for a $250,000 
condominium located in a major city and purchased by a nonresident foreigner. 

Second-Home Market 

The market for second homes in the Americas is significant, with buyers 
from all over the world seeking properties in countries such as Panama, 
Costa Rica, and Mexico. While the financial crisis of 2008-09 took its toll, 
especially in Mexico, where markets in Cabo San Lucas, Puerto Vallarta, 
and the Riviera Maya saw declines of up to 50-75 percent15, the long-
term outlook is positive, especially with Baby Boomers entering 
retirement. In Canada alone, 425,000 will begin retiring annually in 
2010.16

                                                      
15 “Interview with Mitch Creekmore, co-author of ‘Cashing in on a Second Home in 
Mexico,’” www.latinworld.com/2009/creekmore.htm 

 In the USA, 10,000 people will be retiring per day for the next two 

16 Urban Futures Institute, www.urbanfutures.com 
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decades.17

What the Real Estate Professional Needs to Know 

 Foreign nationals also purchase residences in their home 
countries, contributing to market growth. 

What is the significance of the information in this chapter to the global 
real estate professional? 

 The Americas is a region “coming of age,” presenting opportunity. 

 The region consists of a diverse set of economies, large and small, 
many of which demonstrated surprising resiliency after the financial 
crisis thanks to a new era of stability led by pro-market policies that 
should support growth in the real estate market. 

 The global economy is a source of both competitive angst and 
opportunity for burgeoning economies in the region. It creates 
alliances between and among countries, both within the region and 
with countries and organizations in the global community. 

 The environment, while pressured by population growth and 
industrialization, is a source of market growth due to biodiversity and 
natural beauty. 

 Government policies, including monetary policy, will play an 
important role in sustaining growth in the Americas. 

 Real estate professionals should investigate specific regulatory 
policies in markets in which they are working, since these policies 
directly impact transactions and quality of investments. 

 Legal systems in the region fall into two very different categories—
common law and civil law—and these systems impact the transaction 
process. 

 Real estate market drivers in the Americas include land banking, 
resorts and hotels, expansion of multinational corporations, second 
homes, tourism, and the development of world-class medical 
facilities. 

  

                                                      
17 Liber8 Economic Information Newsletter, Federal Reserve Bank of St. Louis, March 
2008 
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Notes: 
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Discussion Questions 

  
1. What opportunities get you excited about working as a global real 

estate professional in the Americas? 

   

   

   
2. What challenges do you anticipate? 

   

   

   
3. How can the real estate professional keep up to date on 

developments in the Americas real estate market? 
 

   

   

   
4. What are some reliable resources for information about the real 

estate market in the Americas? 
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Building Your Real Estate Business Network in the Americas 

The key to a building an effective, trusted network is a systematic 
approach to making contacts, nurturing relationships with credible 
professionals, and researching markets. A global business network is a 
combination of people, information resources, and communication 
channels that enable the real estate professional to: 

 Gain access to targeted markets 

 Maintain current market awareness  

 Reach prospective clients and referral partners 

 Inform others about local investment opportunities 

 Publicize services and capabilities18

You could begin building your global network by looking at trends in your 
local market. Are buyers from a particular country moving into or 
investing in your market area? Are buyers and investors in your market 
particularly interested in an area in another country? If the answer to 
either question is yes, consider making contacts in that country a focal 
point for your global business planning. 

 

Also, assess your own interests. Do you have a special interest in another 
country, perhaps through your personal travel or family connections? 
Make a plan to develop trusted contacts in countries that interest you 
and have good market potential. Even if your firm is part of a referral 
network, developing a network of personal contacts within that 
framework will facilitate the referral process. 

Remember, the most effective way to build your own network is to 
become part of someone else’s network. 

Who You Need to Meet 

 Potential clients: corporate investors, individuals who may be 
employees of foreign firms in need of housing, or private investors 
who may be seeking property for a variety of reasons 

 Colleagues: brokers, agents, and representatives 

 Owners and sellers: corporate and individual, domestic and foreign 

                                                      
18 Succeeding in the International Real Estate Market: Expand Your Market, NATIONAL 
ASSOCIATION OF REALTORS® 
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 Representatives of any of the above: bankers, lawyers, notarios, 
lenders, developers, importers/exporters, business leaders, 
government officials, foreign students with families abroad 

Where to Make Contacts 

 Apply for membership in the World Trade Center located in your 
area. These trade centers belong to the World Trade Centers 
Association and operate as a franchisee of the World Trade Center 
Association located in New York City. 

 Travel to the country and personally investigate contacts. Research 
the credentials of anyone you are considering to represent you or set 
up contacts for you because the reputation of your firm is at stake. Be 
sure to budget travel wisely—it is an investment in your business 
success. 

 Attend trade fairs and global conventions in countries in the 
Americas, including those in your own country. As with travel, you 
should choose these conventions strategically according to your areas 
of interest and specialty. 

 Contact the foreign chambers of commerce. Do not expect 
government agencies or chambers of commerce to be proactive in 
helping you. 

 Talk to foreign bankers who do business with your firm. 

 Ask for contacts from family members and friends and people you 
meet through other contacts. 

 Meet public officials in your specialty area. 

 Contact, visit, and perhaps join industrial, trade, and employers' 
associations. 

 Attend lectures and seminars. Volunteer to speak on your real estate 
market and global markets in which you gain expertise. 

 Ask clients for references and referrals. 

 Attend meetings of local Americas business and real estate 
organizations. 
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Bilateral Partners 

NAR maintains formal relationships with organized real estate 
associations around the world through a global network of 81 national 
real estate associations in 60 countries, as well as the NAR Ambassador 
Associations and President's Liaisons assigned to each country. View the 
current list of these groups including addresses, e-mail contacts, and Web 
sites at www.Realtor.org/global. 

International Consortium of Real Estate Associations (ICREA) 

ICREA collectively represents two million brokers and agents worldwide. 
The Consortium’s mission is to set standards for global real estate 
practice and transactions for the benefit of industry professionals and 
consumers. ICREA supports the Transnational Referral System and 
Certification as well as 
WorldProperties.com. 
 
 

 

Real Estate Connections TV Online Community 

The NAR international online community (launched in 2008) is a unique 
global real estate community. The Web site offers a forum for members 
to interact and share information, network worldwide, and make 
referrals in real time. Features include a searchable blog, news exchange, 
Web casts, video library, Ask the Experts forum, and a global service 
directory. Plus, network members can post personal contact videos to 
showcase their services. Go to http://realestateconnections.tv. 

CIPS on Facebook 

Connect with your fellow Certified International Property Specialists, 
share discussions on popular topics, upload photos, and more at 
www.facebook.com/pages/Certified-International-Property-Specialist-
CIPS-Network/55297212877. 

Facebook is an excellent way to network globally— with users from all 
over the world, it cuts across borders. In fact, 35 percent of Internet users 
in Latin America, 56 percent in North America, and 39 percent in the 
Caribbean are on Facebook.19

  
  

                                                      
19 Internet World Stats, www.internetworldstats.com 
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Market-to-Market Program 

Much of the global business done by REALTORStakes place in local 
markets with immigrant buyers, foreign investors, and local residents 
buying abroad for investment, retirement, or second homes. The Market- 
to-Market initiative supports business development opportunities in 
specific markets or countries. The program provides resources for both 
individual agents and brokers and REALTOR associations. An online 
guide provides a planning roadmap and Market-to-Market resources and 
contacts. 

Sister Cities International (SCI) 

SCI is a non-profit organization that fosters relationships between USA 
and global communities, with the goal of facilitating cultural 
understanding and creating partnerships. SCI aims to provide 
opportunities for both individuals and organizations through sister city 
relationships. 

 
Sister Cities Dominican Republic 

Higuey Punta Cana Hollywood, FL USA 

La Romana Fort Lauderdale, FL USA 
Puerto Plata Rochester, NY USA 
Salcedo Atlanta, GA USA 
San Pedro de Macoris Frankfort, KY USA 
Santo Domingo Miami, FL USA 
Santo Domingo Miami Dade County, FL USA 
Santo Domingo New York, NY USA 
Source: Sister Cities International, www.sister-cities.org 
 

Global Real Estate Expositions and Events 

NAR Global publishes an up-to-date list of expositions, global property 
marketing events, global business meetings, and events with links (when 
available) to information and registration. Events that NAR participates in 
or supports are noted. Although NAR does not specifically endorse all 
events listed at this site, it makes this information available as a member 
service. Go to www.Realtor.org/global for a list of upcoming events. 
Popular events in the Americas are listed below. 

REALTORS Conference and Expo 
www.realtor.org  
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International Property Awards Ceremony 
www.propertyawards.net 

Association of Foreign Investors in Real Estate (AFIRE) Meetings 
www.afire.org 

Sister Cities International Annual Conference 
www.sister-cities.org 

CMCPSI International Real Estate Symposium—Argentina 
www.cmcpsi.org.ar 

EXPO REAL 
www.exporeal.net 

Real Estate Investment World Latin America 
www.terrapinn.com/2010/reiwlatam 

South American Hotel & Tourism Investment Conference 
www.sahic.com 

American International Real Estate Expo & Conference 
www.aireec.com 

Asociación Mexicana de Profesionales Inmobiliarios (AMPI) Events—
Mexico 
www.ampi.org 

Mexico Resort Development Conference 
www.mexicoresortdevelopment.com 

ACOBIR Expo—Panama 
www.acobir.com 

Brazil Real Estate Conference 
www.brazilcham.com 

Encontro Brasileiro de Corretores de Imóveis - II ENBRACI—Brazil 
www.ibdes.org.br/enbraci/en 

SECOVI Conference and SECOVI Condominium Trade Fair—Brazil 
www.secovi.com.br 

São Paulo Real Estate Expo 
São Paulo 
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Discussion Questions 

  
1. What country do you want to specialize in and why? How do you plan 

to make contacts? What will be your first step in getting started? 

   
   

   
2. What is the importance of choosing travel and conference 

opportunities wisely and strategically?  

   
   

 
3. What would go into a business plan to achieve your objectives?  
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Social Values 

It is inevitable that the global economy will have a transformative effect 
on societies. Interactions related to cross-cultural business activities exert 
pressure on traditional social orders and customs. Cultural heritage, 
however, is something not only to be preserved for its richness and 
societal value but also to be aware of and respected in the encounters 
you have as a global real estate professional. 

The Importance of Family 

The risk of generalization is muted when it comes to the importance of 
family to a society. All societies, it is safe to say, value family. Perhaps this 
is what makes understanding the nuanced dynamics of family in a specific 
society difficult. 

Real estate professionals working in the Americas can begin with the 
generalization and assume that any client, customer, or colleague with 
whom they are working values his or her family. 

You should also be aware of some specific family dynamics in the 
Americas, especially Latin America and the Caribbean. 

 The extended family is valued, not just the nuclear family. Several 
people in the family may be involved in a business decision. 

 Elders are the leaders of the extended family, with the oldest family 
member as the primary decision-maker. 

 Business professionals will not hesitate to attend to a family matter 
over business.  

 Families are traditionally male-oriented; however, women have 
entered the workforce and occupy leadership positions in business 
and government (see below). The United Nations and the 
International Labour Organization estimate that 70 percent of women 
between 20 and 40 are part of the workforce.20

  

 

                                                      
20 “Work and Family: A New Call for Public Policies of Reconciliation with Co-
responsibility,” United Nations Development Programme and International Labour 
Organization, 2009 
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Women Leaders in the Americas 

 
Dr. Cristina Fernández de Kirchner, 

President of Argentina 

 
Verónica Michelle Bachelet Jeria,  

former President of Chile 

 
Lourdes Celmira Rosario Flores Nano, 

politician and party leader in Peru 

 
Mireya Elisa Moscoso Rodríguez de Arias, 

former President of Panama 
Sources: Presidencia de la Nación Argentina, www.casarosada.gov.ar; Wikipedia, Alex 
Proimos; Wikipedia, Public Domain; Wikipedia, Public Domain 

 

Formality in Business 

While the USA and Canada are moving to a more casual approach to 
business, many of the countries in Central and South America preserve 
and value formality in certain aspects of business relations. This includes: 

 Attire: Appearance is very important. Dress conservatively in business 
suits and shoes. 

 First impressions: A firm handshake, direct eye contact, and a 
welcoming smile will help make a good first impression. 

 Greetings: Use the appropriate greeting for the time of day. In 
Spanish-speaking countries, use buenas días for good morning, 
buenas tardes for good afternoon, and buenas noches for good 
evening. 
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 Names: If unsure about how to address someone, it is probably best 
to ask. A professional title may be important to a client, customer, or 
colleague. In lieu of a professional title, use the appropriate honorific 
followed by surname. Señor, Señora, or Señorita are Spanish 
honorifics. 

 Holidays and Business Hours: Respect holidays important to the 
society. For instance, in many Latin American countries, clients may 
prefer not to conduct business in the weeks before and after Easter. 

NAR Global Resource: NAR Global has developed an online widget to 
help you with your international real estate business. Go to: 

www.realtor.org/files/cipswidget/index.html 

At the link, you can: 

 Translate languages 

 Convert currencies 

 Convert units of measure 

 Convert time 

 View country holidays 

Attitudes toward Money 

In the USA, personal savings have increased to 3.6 percent after declining 
to historical lows of 1-2 percent in the mid-late 2000s.21 Most people use 
credit for major purchases, including real estate. The personal savings 
rate in Canada is 2.8 percent, down 2.4 percent from the previous year.22

The strengthening economies of Latin America, which have led to 
increased personal incomes, has not correlated to a rise in the personal 
savings rate. This rate has typically been low, despite differences by 
country. Mortgage markets differ by country. Even when countries 
attempt to reform housing finance to increase home ownership and the 
security of transactions, people may be hesitant to use credit because of 
past problems with banking or currency, or because of general economic 
instability. For this reason, cash real estate transactions are common in 
many countries in the region.  

 
As in the USA, mortgages are widely available in Canada. 

                                                      
21USA Department of Commerce, Bureau of Economic Analysis 
22 Statistics Canada 
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Relationships 

The importance of trust to relationships applies to any culture. The 
Americas is no different. In fact, trust is perhaps more important. For real 
estate professionals, trust in professional relationships can make the 
difference between success and struggle. As in any country, there are 
people who do not have the best intentions of you or your client in mind. 
It is therefore crucial to take the time and exercise the patience 
necessary to develop a network of trusted professionals. 

In many countries, the lines between personal and business relationships 
may not be the same as in your local market. Building trust may include 
lengthy dinners, social functions, and participation in family events, for 
instance. 

Culture 

The diversity of the Americas represents a rich tapestry of people and 
cultural influences, from native populations to settlers from afar, from 
traditions that have stood for centuries to those that have resulted from 
a complex fusion of behaviors and values. Indigenous groups, from USA 
Native Americans to descendants of the Mayan, Incan, and Aztec empires 
in Central and South America, weave through the tapestry a vibrant, 
lasting thread. Influences from European colonial forces, immigration 
from Europe and Asia, and religious beliefs have also contributed to the 
heterogeneity that marks the culture of the Americas. This heterogeneity 
is often represented in surprising ways. Brazil and Peru have the first and 
second largest Japanese populations outside Japan respectively, and 
Chile has a large population of Germans. 

This study is limited in its ability to represent that tapestry in all its 
magnificent detail, so global real estate professionals are encouraged to 
learn as much about the cultures of the Americas as they can, through 
research, appreciation of artistic and culinary expression, and 
relationships with people. 

The USA and Canada 

Contrary to popular belief, Canada and the USA are not identical. Like 
other countries, the two nations differ in historical, cultural, and 
economic foundations. 

Central America and South America 

The countries of Central America and South America do not represent a 
monolithic cultural bloc. Despite some broad cultural similarities (see the 
graphic below), specific historical origins, indigenous peoples and 
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traditions, cuisines, languages, and a variety of European and Asian 
influences provide for enormous cultural variety. The region is 
multicultural and -ethnic. 
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Sources: Catholicism: USA Passport Service Guide; Macumba: Wikipedia; Jazz: Wikipedia; Football: Wikipedia; 
Politics: Wikipedia; Dance: Wikipedia 

  

• Predominant in Central 
and South America and 
Mexico

• Introduced by European 
Colonial powers

Catholicism

• Religion/ritual in Brazil
• Influenced by African 

religious traditions
• Often practiced in 

conjunction with 
another religion

Macumba

• Originated in the USA 
but popular throughout 
the Americas

• Mixed with traditional 
music so that each 
culture has a unique 
style

Jazz

• Popular in Central and 
South America, the 
Caribbean, and Mexico

• Called "football," 
"association football," or 
"soccer" (USA)

Football

• Freely and sometimes 
vigorously discussed and 
dissected

• Wide range of political 
ideologies, interests, 
and parties in Central 
and South America

Politics

• Folk, formal, and 
popular forms

• Argentine Tango, 
Brazilian Samba, 
Colombian Cumbia are a 
few examples

Dance
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Notes: 
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An Introduction to Mexico 

 
Source: CIA World Factbook 

In land area, Mexico is about three times the size of Texas, USA, 
bordering the USA to the north, the Gulf of Mexico to the east, the Pacific 
Ocean to the west, and Guatemala, Belize, and the Caribbean Sea to the 
southeast. The country tapers southeasterly to the Yucatan Peninsula, 
which curves upward. Mexico uses three time zones. Most of the country 
uses Central Standard Time, while some states use Mountain Standard 
Time and one state uses Pacific Standard Time. 

The country is a federal republic divided into 31 states and one federal 
district. Thus, the formal name of the country is the United Mexican 
States (Estados Unidos Mexicanos). Mexico is the largest Spanish-
speaking nation in the world, although indigenous languages are spoken, 
especially in the southern states, where there are large indigenous 
populations. 
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The States of Mexico 

State and Abbreviation Major Municipalities 

Aguascalientes (Ags.) Aguascalientes, Jesús María 
Baja California (B.C.) Mexicali, Tijuana, Ensenada, Rosarito 
Baja California Sur (B.C.S.) La Paz, Cabo San Lucas, San José del Cabo 
Campeche (Camp.) Campeche, Escárcega, Ciudada del Carmen 
Chiapas (Chis.) Tuxtla Gutiérrez, San Cristóbal de las Casas, Tapachula, 

Comitán 
Chihuahua (Chih.) Chihuahua, Ciudad Juárez, Hidalgo del Parral 
Coahuila (Coah.) Saltillo, Torreón, Piedras Negras, Monclova 
Colima (Col.) Colima, Manzanillo 
Distrito Federal (D.F.) Mexico City 
Durango (Dgo.) Durango, Gómez Palacio 
Guanajuato (Gto.) Guanajuato, León, San Miguel de Allende, Irapuato 
Guerrero (Gro.) Chilpancingo, Acapulco, Taxco, Ixtapa, Zihuatanejo 
Hidalgo (Hgo.) Pachuca, Tula 
Jalisco (Jal.) Guadalajara, Puerto Vallarta, Lake Chapala 
Mexico (Mex.) Toluca, Texcoco, Tepotzotlán, Valle de Bravo 
Michoacán (Mich.) Morelia, Uruapan, Pátzcuaro, Lázaro Cárdenas 
Morelos (Mor.) Cuernavaca, Cuautla, Tepoztlán 
Nayarit (Nay.) Tepic, San Blas 
Nuevo León (N.L.) Monterrey, Cerralvo 
Oaxaca (Oax.) Oaxaca, Huatulco, Puerto Escondido, Tehuantepec 
Puebla (Pue.) Puebla, Tehuacán, Cholula 
Querétaro (Qro.) Querétaro, San Juan del Río, Tequisquiapan 
Quintana Roo (Q.R.) Chetumal, Cancún, Cozumel, Playa del Carmen 
San Luis Potosí (S.L.P.) San Luis Potosí, Valles, Matehuala 
Sinaloa (Sin.) Culiacán, Mazatlán, Los Mochis 
Sonora (Son.) Hermosillo, Nogales, Ciudad Obregón, Guaymas, 

Alamos 
Tabasco (Tab.) Villahermosa, Teapa 
Tamaulipas (Tamps.) Ciudad Victoria, Tampico, Nuevo Laredo, Matamoros, 

Reynosa 
Tlaxcala (Tlax.) Tlaxcala, Cacaxtla 
Veracruz (Ver.) Jalapa, Veracruz, Córdoba, Tuxpan, San Andres Tuxtla, 

Papantla 
Yucatán (Yuc.) Mérida, Celestún, Progreso, Valladolid 
Zacatecas (Zac.) Zacatecas, Fresnillo 
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Mexico City 

Mexico City is Mexico’s capital and its largest city, with a population exceeding 
8.8 million. The city, divided into 16 boroughs, is a Federal District with its own 
government that shares political and administrative authority with the federal 
Congress of the Union. 

 
Source: Wikipedia 
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Mexico—The Rich Tapestry 

 
A Mayan step pyramid in Chichén-Itzá. Ruins in the area are over 1,500 
years old. Photo: Wikipedia 

 
Cancún, a popular vacation and second-home destination. Photo: 
Wikipedia 
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Jarabe Tapatío, traditional dance and clothing. Photo: Wikipedia 

 
The Monterrey Institute of Technology and Higher Education (ITESM), a 
prestigious university. Photo: Wikipedia 
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Foreign Ownership of Real Estate 

The Mexican Constitution of 1917 stated that only native or naturalized 
Mexican citizens could acquire direct ownership of land in Mexico. A 
restricted zone, 100 kilometers wide along all borders and 50 kilometers 
wide along all coasts, was established in which no foreigner could acquire 
ownership. Unfortunately for global investors, the restricted zones were 
the areas of greatest interest—the coasts for tourist properties and the 
borders for industrial facilities.  

Fideicomisos 

In 1972, the Mexican government established a bank trust regime, the 
fideicomiso, to encourage foreign investment and allow foreigners to 
hold rights to real estate in the restricted zones. The trusts are set up so 
that an authorized institution such as a Mexican bank holds title to the 
restricted real estate in a deed of trust given by the original Mexican 
owner of the land. The foreign individual or corporation would be the 
beneficiary of the trust and entitled to use, lease, sell, modify, or live on 
the property for an irrevocable period of fifty years.  

Originally, at the end of the fifty-year period, the property was sold to a 
qualified buyer and the proceeds went to the beneficiary of the trust. The 
trust can now be renewed indefinitely, provided all real estate taxes have 
been paid.
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Ejidos 

The Agrarian Reform Act of 1915 and the Constitution of 1917 created 
the ejido system, which gave the federal government the right to 
expropriate land and redistribute it to communal groups, the ejidos. The 
group members, the ejidatarios, were each given the use of a parcel of 
land that they could pass to heirs but could not sell, rent, or use as 
collateral for a mortgage. 

In 1992, the ejido system was radically reformed by creating a process for 
privatizing the land holdings. Ejidos were given the opportunity to 
privatize the land and grant titles to members for their individual parcels 
so that privatized lands could be bequeathed to heirs, rented, used as 
collateral, and sold to other members. This regularization entails a 
lengthy application process during which at least 70 percent of the 
members of the ejido must agree on privatization, parcels of land must 
be defined, and undisputed titles must be established. Completion of the 
privatization process can take five to ten years, and the first sale to 
anyone includes a 30-day right of first refusal by any member. With 
members and their heirs scattered, a major challenge to selling or 
regularizing ejido land is simply locating all of the owners. 

Currently, an estimated 48 percent of Mexico’s land is in ejido ownership. 
As urban areas grow in size and resort development increases along 
coastlines, some ejidatarios find themselves the owners of prime pieces 
of development land. 

It cannot be overemphasized that real estate professionals should avoid 
ejido land. Buyers should never make an informal deal hoping that ejido 
land will be privatized or take someone’s word that it has gone through 
the privatization process. In an infamous 1995 case, 150 homeowners, 
most from the USA, were evicted en masse from a development called 
the Baja Beach Club in Punta Banda, Baja. Their homes were built on 
disputed former ejido land that had not been properly privatized. When 
the original owners of the land disputed the legality of the ejido’s 
formation and won their case before Mexico’s courts, the homeowners 
were evicted and received no compensation for their lost homes. 
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Ejido Land 

 
Source: www.mexicomatters.net 

Co-Propiedad Ownership 

Co-propiedad is a form of joint ownership of private property within a 
family. It assures a share of the family property for every descendant. 
Clearing title to a piece of property that has been in the family for several 
generations can be a daunting task. Consider this example: three 
brothers have co-propiedad ownership of a piece of land and each has 
five children, establishing fifteen co-owners in the second generation; if 
each of the fifteen children has five children, the number of co-owners 
increases to seventy-five in the third generation; if each of the seventy-
five grandchildren have three children the number of great-grandchildren 
co-owners increases to 225 in the fourth generation. Each of the 225 co-
owners has a right of first refusal if jointly owned land is to be sold. 
Obviously, by the fourth generation, just locating all of the co-owners is 
the first challenge in obtaining an undisputed title. 

Timeshares 

Timeshares are an option for buyers seeking property in Mexico. 
Although timeshares may offer the services and convenience a client is 
seeking, real estate professionals should be aware of the ownership 
arrangement.  

 The developer of the timeshare owns the resort, so the client is not 
technically purchasing real estate. Ownership involves the right to use 
one or more units for a specific number of weeks during a certain 
number of years, usually five to fifty.  
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 Price includes purchase and periodic maintenance fees, which are 
likely to increase each year. 

 Selling or renting must have the developer’s approval. 

 Resale value will likely be lower than the original purchase price, 
making a timeshare simply a vacation option rather than an 
investment. 

Following are some guidelines to help a client avoid potential pitfalls 
associated with timeshare purchases: 

 Calculate the total costs: Include travel costs, fees associated with 
exchange systems (the ability to trade an interval for another in a unit 
at an affiliated resort), and maintenance fees, including increases. 

 Compare: Ensure that clients visit the resort and evaluate its location 
and quality. They should talk to current owners about their 
experiences. Walk through other ownership options with the clients. 

 Obtain documents prepared by a certified translator: Even if you or 
the client is fluent in Spanish, obtain translated documents to review 
before any decisions are made. 

Despite these tips, real estate professionals should guard against 
unscrupulous practices by sellers of timeshares. Mexican law forbids 
salespersons from offering gifts, free vacation certificates, or any other 
promotion strategies without clear information on the specific purpose of 
the offer. Mexican law also provides for a five-business-day rescission 
period. This right cannot be waived, and cancellation of the contract 
within the rescission period cannot, by Mexican law, be refused.23

Fractional Ownership 

 

Fractional resorts usually have luxury accommodations in prime resort 
locations on golf courses, ski slopes, or coastlines. Fractional ownership 
provides a deeded share in a residence with other buyers, usually from 
two to twelve, rather than the right to occupy the property for a certain 
interval as with a timeshare. In theory, the share can appreciate as with 
other real estate investments. 

Fractional ownership deals can be fraught with challenges, particularly 
schemes, fraud, or hidden terms. Real estate professionals should use 

                                                      
23 “Take Your Time When Buying a Timeshare,” PROFECO, Procuraduría Federal del 
Consumidor 
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extreme caution when working with clients on these ownership 
situations. 

Thoroughly investigate: 

 Resale, rental, and exit terms 

 Rights to investment returns 

 Fees, including responsibilities and increases 

 Property management program 

 Property rules and regulations 

Avoid transactions in which the seller is not forthcoming or the terms are 
not clear, and seek competent, trusted legal advice. 

Financing 

Through the terms and conditions developed under NAFTA and other 
reforms, the Mexican government has been able to encourage and 
attract foreign investment in real estate. With these reforms, Mexican 
property became a significant target for many North Americans who had 
been priced out of the USA and Canadian resort markets. In the years 
since reform, it became possible to secure loans from USA entities to buy 
Mexican real estate, and companies began offering title insurance on 
property located in Mexico. These factors added further stimulus for non-
Mexican buyers. While the market has yet to reach early signs of long-
term strength, the increase in the availability of financing has contributed 
to an active real estate market. 

1997 Banking Reforms 

Following the currency devaluation crisis of 1994 and the associated bank 
bailouts, Mexico instituted banking reforms, including new accounting 
practices (the Mexican Generally Accepted Accounting Practices [GAAP]) 
that changed the way underperforming loans appeared on bank balance 
sheets. These reforms provided a better picture of past-due loans and, 
thus, a bank’s overall financial situation. Other reforms allowed for 
government support of banks and borrowers and attempted to change 
the process by which banks foreclose on assets, including real estate. 

More reforms have been necessary, and mortgages in the Mexican 
financial system are still relatively difficult to obtain. However, 
strengthened Mexican institutions and more foreign competition in the 
financial system have steadily increased the ability and willingness on the 
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part of lenders to offer mortgages, as shown in the chart below. 
Mortgage terms have improved, and costs have decreased. Over the past 
ten years, fixed-rate, 30-year mortgages are increasingly the norm, down 
payment requirements have declined from over 35 percent to 10-20 
percent, up-front fees went from six percent to zero-three percent, and 
interest rates declined from over 25 percent to around 10 percent. 
 

Increase in Mortgages by Banks in Mexico*

 
*Figures are in billions of pesos.  
Source: Mexican Banking Association, with data from BANXICO 

Cash Transactions 

Real estate purchases in Mexico have historically been done in cash. For 
foreign buyers, this often meant taking out a home equity loan on a 
primary residence for the purchase of a second home. The tightening of 
credit, and thus the unavailability of home equity loans to use for cash 
transactions, has made it challenging to complete transactions in this 
manner but could lead to further demand for accessible mortgages, 
whether from Mexican or international financial institutions. An 
increasingly common situation is the “cross-border” mortgage, in which a 
USA financial institution provides a mortgage for purchase of a property 
in Mexico. 
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Commercial Real Estate 

Maquiladoras 

For a number of years, Mexico has encouraged construction of foreign-
owned production facilities, called maquiladoras, which employ Mexican 
workers to assemble foreign product components for sale in the foreign 
market. Although most of these sites are clustered in towns along the 
borders with Texas and California, such as Tijuana and Ciudad Juárez, 
there is no barrier to developing other sites. In fact, the Mexican 
government offers incentives to job-creating industries that are located 
away from the congested urban centers of Mexico City, Guadalajara, and 
Monterrey. Support industries and housing tend to follow maquila 
construction and create the need for other types of commercial and 
industrial space and residential development. Companies from around 
the world have maquiladoras in Mexico, as shown in the table below. 
 

Top 10 Maquiladoras 

Parent Company No. of 
Employees 

No. of 
Plants 

Origin Product Type 

Delphi Automotive 
Systems 

68,000 54 USA Automotive 

Lear Corporation 34,000 8 USA Automotive 
General Electric 
Company 

30,900 34 USA Industrial 

Yazaki North America 27,500 22 Japan Industrial 
Alcoa Fujikura LTD 25,700 19 Japan Automotive 
Takata 15,000 10 Japan Automotive 
Volkswagen 13,500 1 Germany Automotive 
The Offshore Group 13,250 3 USA Shelter 
General Motors 12,200 3 USA Automotive 
Philips Electronics 11,500 16 Netherlands Electronics 
Source: Keller Koch Realtors, www.keller-koch-realtors.com 

Resorts and Hotels 

Despite a downturn over the past couple of years, development of hotel 
and recreational property is a growth area in Mexico. Golf courses and 
marinas have growth potential, particularly in Los Cabos, which is home 
to six signature championship courses. Vacation ownerships such as 
timeshare condos, fractionals, condotels, and direct ownership have 
been popular with buyers from Mexico, USA, Canada, and Europe. 
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Investors may wish to construct new resorts and hotels or rehab existing 
properties. 

As with maquiladora development, resorts and hotels have direct and 
indirect market effects, as the benefits spread beyond the developers. 
Resorts, hotels, and other vacation developments account for over US $4 
billion in annual income in Mexico, including earnings of developers, 
construction workers, hotel operators, and service and product 
providers.24

Real estate professionals, especially those involved in the resort and 
second-home markets, may want to keep abreast of the Fondo Nacional 
de Fomento al Turismo (FONATUR), Mexico’s national trust for the 
promotion of tourism. Its mission is to stimulate development of tourism 
infrastructure and sites. FONATUR development areas include Cancún, 
Loreto, Zihuatenejo, Ixtapa, Los Cabos, and Huatulco. Future 
development sites include Barrancas del Cobre, Riviera Maya, Costa 
Maya, Palenque, Campeche, Tamaulipas, and Nayarit. Their 
developments are often the areas that will become the next “hot” 
destinations, where clients will have interest in investing. 

 

Medical Facilities 

Development of medical facilities is another potential growth area as 
developers seek to accommodate second-home residents and medical 
tourists. Development will also be spurred by the desire of government 
and higher education institutions in Mexico to compete in the field of 
global medical research. The government of Mexico City is building a 
world-class center for biomedical and nanomedical research, called 
Campus Biometropolis. The facility will be integrated with the National 
Autonomous University of Mexico. Campus Biometropolis will likely 
attract additional development projects, as pharmaceutical and 
biomedical companies and professionals move into the area. 
 
  

                                                      
24 “Mexico Vacation Ownership,” Peter Giamalva, NorthCourse Advisory Services, 
accessible through the Mexican Resort Development Association, AMDETUR 
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Mexico City Class A+/A Office Space Indicators 
Submarket Number 

of 
Buildings 

Total 
Inventory* 

Availability* Vacancy 
Rate 

Average 
Asking 
Lease 
Price† 

Bosques 22 324,276 51,733 15.95% $24.99 
Insurgentes 21 293,359 55,516 18.92% $24.48 
Interlomas 8 56,229 9,892 17.59% $19.78 
Lomas 
Altas 

6 72,711 12,792 17.59% $20.80 

Lomas 
Palmas 

55 484,004 26,412 5.46% $28.30 

Periférico 
Sur 

30 343,036 30,402 8.86% $22.76 

Perinorte 3 29,915 8,706 29.10% $18.32 
Polanco 22 334,353 2,988 0.89% $28.30 
Reforma 
Centro 

8 237,321 9,488 4.00% $31.27 

Santa Fe 61 817,904 68,227 8.34% $22.71 
Total 236 2,993,108 276,156 9.23% $23.50 
*In square meters. 
†US $/square meter/month 
Source: CB Richard Ellis MarketView Office Market—Mexico City 

Residential Real Estate 

The Second-Home Market 

A significant driver of Mexico’s real estate market is the appeal of the 
country to retirees and vacationers seeking second homes. The physical 
beauty of the country, which includes 9,330 km of coastline, and the 
tropical climate attract these prospective buyers. Leading areas for resort 
and timeshare developments include: 

 Cancún 

 Los Cabos 

 Puerto Vallarta 

 Ixtapa 

 Acapulco 

 Manzanillo 

 Mazatlan  
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Source: www.worldatlas.com 

Nonresident Mexicans 

Global real estate professionals may also work with citizens of Mexico 
who have immigrated to other countries and would like to purchase 
property in their native land, perhaps in the region from which they came 
or in the second-home markets mapped above. 

Residential Trends 

The following trends have been evident in the residential real estate 
market in Mexico. 

 Vacation property sales have reportedly seen declines of 12-60 
percent in some second-home, resort, and retirement markets, 
although official, reliable statistics are not available.25

 Around two million USA citizens own real estate in Mexico, around 
half of them living there permanently. 

 

 According to recent estimates, Mexico had around 4.3 million 
vacation properties (including timeshares) in its coastal regions, 
around 70 percent of them belonging to foreigners.26

 Home prices have remained relatively flat for local markets.  

 

                                                      
25 Global Property Guide, www.globalpropertyguide.com 
26 Ibid. 
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 There is an estimated 5-million-unit housing deficit in Mexico, with a 
demand of 700,000 units annually. This demand has motivated 
construction, with new units rising by about 350,000 per year over a 
ten-year period, peaking in 2006 at over 500,000. About 75 percent of 
these units were for low-income residents of Mexico, while about 5 
percent were for “residential” or “residential-plus” segments.27

 A significant challenge to meeting the demand for new homes is a 
lack of infrastructure, although the government is making 
investments in this area. 

 

 

New Construction Unit Sales 

 
Source: Mexican Banking Association, with data from Softec S.A. 
  

                                                      
27Mexican Banking Association, with data from Softec S.A.  
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Space Measurement 

Space measurements in Mexico, Central America, and South America include 
areas such as balconies and patios. 

 
 

 

Rental Property 

Mexican law is pro-tenant, and landlords have difficulty evicting tenants. 
Each Mexican state has its own civil law, so provisions do vary, and 
restrictions may be tighter in rural areas. 

Leases 

Since regulations vary, the following bullet points represent practices that 
apply to Mexico City. Familiarize yourself with local ordinances and seek 
legal advice when necessary. 

 Rents between landlord and tenant can be freely arranged in Mexican 
currency and formalized in a Contract of Lease. Verbal agreements 
are technically valid but not recommended. 

 Minimum lease term is one year and maximum is ten years. A time-
limited contract cannot be unilaterally terminated early by one of the 
parties, unless he/she obtains the consent of the other party. 
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 Agreements can also be entered into for an indefinite period. In such 
cases, any of the parties can terminate the agreement by providing a 
15-day written notice to the other party. 

 Notice is required for eviction at the end of a contract. If no notice is 
given, the time-limited lease will convert into an indefinite-term 
lease. This creates problems because if the tenant refuses to vacate 
with the notice, eviction can take years and landlords can incur 
significant expense. The average case takes 18 months to resolve. 

 No maximum security deposit is stated in the civil code, but for 
residential properties a deposit equal to one month of rent is 
common. 

 For residential properties, rental deposits are not customary, though 
each monthly rent is usually paid in advance. 

 Normally the contract states that the tenant cannot apply the security 
deposit to the last month’s rent and that the landlord will not return 
the security deposit until the property has been delivered in the same 
condition as it was delivered, excepting normal wear and tear. Unpaid 
utilities may be deducted.28

Licensing and Brokerage Practices 

 

License Requirements 

Mexico does not require licensing, though the states of Sonora, Sinaloa, 
and Guanajuato require registration. Real estate professionals working 
with clients in those states should verify local requirements for specifics. 
In the rest of the country, there is no regulation and any Mexican citizen 
can promote and offer real estate for sale. Non-Mexicans must obtain an 
immigration status permitting them to work in the field. 

Listings 

Developed locations, such as Los Cabos, La Paz, Puerto Vallarta, and the 
like, have Multiple Listing Services that are cooperative ventures among 
local real estate brokers. Participating brokers may voluntarily subscribe 
to a set of guidelines for business conduct. These MLSs pool the property 
listings of participating brokers and are akin to collections of property 
advertisements without a standardized format. Real estate professionals, 
particularly from the USA and Canada, should not expect these MLSs to 
extend a blanket offer of cooperation and compensation. The use of the 

                                                      
28 Global Property Guide, www.globalpropertyguide.com 
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lockbox is not a common practice; in order to show a property, the real 
estate professional must usually pick up the key from the listing broker’s 
office. 

Transaction Process 

Note the following points about the transaction process in Mexico. 

 Value: Real estate professionals must use list prices and replacement 
values to determine price points. Sale prices are not available, and it 
is considered unethical to divulge them. 

 Offer: Making an offer begins with an ofrecimiento, an offer, which is 
an initial document that sets forth the proposed price and general 
terms of the transaction. Prior to making this offer, it is advisable to 
hire a bilingual attorney or closing company. 

 Permit: Foreigners must obtain a permit to purchase real estate from 
the Foreign Secretary’s Office. The buyer will be required to sign the 
“Calvo Clause,” stating that foreign jurisdiction will not be sought to 
deal with the property transaction. 

 Seller’s Deed: The seller will then have to provide a copy of his or her 
deed to the land or property. 

 Buyer’s Deed: A formal deed to the property (for the buyer) must 
then be drafted, in Spanish, by the notario. If the property is located 
within the restricted zone, title must be placed in a fideicomiso. If the 
property is in the interior, a standard contrato de compraventa, 
purchase/sale fee simple deed, will be executed. Any deed must 
contain the full legal description of the property, the appraisal 
amount, mortgage details, and the value declared by buyer and seller. 

 Promissory Contract: Because of the length of time required between 
ofrecimiento and signing the fideicomiso deed before the notario, a 
promesa de compraventa, promissory contract, setting forth all of the 
terms of the sale including possession dates, is strongly 
recommended. 

 Deposit: A deposit of earnest money, customarily 5-10 percent, is 
expected to accompany presentation of the offer to the seller. 

 Escrow: Escrow accounts are not mandated. The practice of escrow is 
increasingly common, but real estate professionals should use caution 
when dealing with these companies. If escrow services are to be used, 
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a separate agreement should be drawn up to cover the terms 
including when and how the funds will be disbursed. 

 Additional Due Diligence: Other due diligence steps include: 

 Establishing the status and transferability of the property 

 Obtaining a statement of no liens 

 Inspecting the physical condition of the property 

 Obtaining an appraisal 

 Obtaining a commitment for title insurance (available from 
USA companies) 

 Closing: Closing takes place at the office of the notario, usually 
chosen by the buyer. The notario will inform the parties of the date 
and time. At the closing, the notario presents the deed of conveyance 
for signatures authorizing execution of the escritura, the final deed, 
and collects applicable taxes due from both the seller and buyer. The 
buyer pays the seller usually by means of a certified check or wire 
transfer. 

 
 Total transaction time: Approximately 90 days 

Note that these steps do not represent every detail of the transaction 
process, which are beyond the scope of this study. The intent is to show 
the major steps to demonstrate the difference between a transaction in 
your home market and one in a different market. Global real estate 
professionals must conduct their own research on the market in which 
they choose to operate, using the Country Assessment Model as a 
beginning framework.  

Buyer Brings

• Payment for 
property

• Payment for taxes 
and fees

• ID (passport, 
visa/tourist permit)

Seller Brings

• Deed
• Tax records
• Paid utility and other 

bills
• ID
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Appraisals 

An avalúo, official appraisal, of the property is done in order to establish 
a value for tax purposes. The official appraisal amount may or may not be 
the same as the purchase price. Both amounts, official appraisal and full 
purchase price, should be included in the escritura. The cost of the official 
appraisal can range from US $150 to several thousand US dollars based 
on the value of the property. The notario will order the appraisal, which 
will be carried out by a perito valuador, an official appraiser. If a 
mortgage loan is involved, a second appraisal will be required by the 
lender; this cost is in addition to the official appraisal. 

Responsibilities of the Notario 

An essential professional to a real estate transaction in Mexico, the 
notario will perform the following: 

 Authenticate the seller’s right to sell the property 

 Examine the title to establish that there are no prior claims or liens on 
the property 

 Ensure the legality of the transfer from seller to buyer 

 Finalize the transaction by signing the applicable documents 

 Issue the escritura, the final deed, to the buyer 

 Prepare tax declarations for the impuestos sobre la renta, capital 
gains, and acquisition taxes 

 Collect taxes and payment for Hacienda, Mexico’s tax agency 

 Enter the record of the transaction in the Public Registry 

What the Real Estate Professional Should Know about 
Government 

Mexico’s basic governmental model is a check-and-balance system made 
of three branches: executive, legislative, and judicial. This three-branch 
model is reflected at the state and municipal levels. 

The Mexican government, after emerging from seventy years of one-
party rule in 2000, has demonstrated a commitment to pro-market 
policies and seeks to attract foreign investment. Nevertheless, the 
government struggles to balance corrections to social and economic 
inequity with these pro-market inclinations. The National Action Party, 
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currently in power, purports to adhere to neither side of the political 
spectrum, favoring pragmatism. While the party is generally pro-trade 
and in favor of fiscal restraint, President Felipe Calderón initiated a large 
jobs program and nationalized the oil industry. 

Despite the downturn in the second-homes market, little has been done 
to reform restrictions on foreign ownership of real estate. A group of 
senators has proposed reforms to address the downturn, but these 
reforms would require a change to the Mexican Constitution—a major 
hurdle. 
 

Mexican Congress 

 
Source: Noticias e Información de la Presidencia, Mexico, Public Domain 
 

Legal System 

As discussed in the last chapter, Mexico’s legal system is based on civil 
law. Mexico does not rely as heavily on case law, or precedent, as 
common law systems, although there are instances where case law 
influences legal decisions. The legal system relies more on written codes, 
customs, and accepted legal practices. Mexico has also formed 
administrative law where binding rulings and regulations on issues such 
as taxation, labor, and banking laws are frequently issued by regulatory 
agencies. Courts at the federal and state level look first to these codified 
rules and regulations when deciding cases. 
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What this means for the real estate professional is that rules and 
regulations governing real estate transactions are for the most part 
ascertainable and definable. Attorneys and notarios have immediate 
references to give opinions and move through transactions. Litigation is 
infrequent due to costs, lack of punitive damage awards, and lengthy 
proceedings. While the Mexican legal system is highly evolved, it is 
recommended that you exercise caution and engage a trusted network of 
colleagues, including legal professionals. Also recommended is an 
arbitration clause in the contract. 
 

Real Estate and Business Taxes and Fees 

Real Estate Taxes and Fees 

Tax or Fee Amount Paid by 

Acquisition Tax 0.18-4.57% Buyer 
Notario Fee 0.08-3.6% Buyer 
Registration Fee 0.02-1.82% Buyer 
Certificate of No Liens/No Tax Debt US $50-100 Buyer 
Bank Trust Initiation Fee US $450-1000 Buyer 
Bank Trust Annual Fee US $400-800 Owner (Buyer) 
Foreign Affairs Permit $1500 Buyer 
Title Insurance 0.5-0.7% Buyer 
Land or Building Survey Fee* Varies Buyer 
Appraisal Permit Fee 0.3% Buyer 
Escrow Fee 0.1-0.8% Buyer 
Agent Commission 3-6% Seller 
Property Tax (annual payable to 
state) 

0.05-1.2% of 
value 

Owner (Buyer) 

*If required; varies according to type and complexity. 
Sources: Global Property Guide, www.globalpropertyguide.com, and Sotheby’s 
International Realty Mexico, www.sir.com 

Business and Income Taxes29

 Individual income tax: Mexican residents are taxed on worldwide 
income. Nonresidents are taxed on Mexico-sourced income. Rates are 
progressive up to 30 percent, minus limited deductions. 

 

 Business income tax: Mexican resident corporations are taxed on 
worldwide income. Nonresident corporations are taxed on Mexico-

                                                      
29 Deloitte Touche Tohmatsu, “International Tax: Mexico Highlights 2010;” Global 
Property Guide, www.globalpropertyguide.com; www.mexicolaw.com 
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sourced income. Rates are generally 30 percent, minus allowable 
deductions. 

 Withholding tax: No withholding tax on dividends, which are taxed as 
business income. Interest paid to nonresidents is taxed at rates from 
4.9-40 percent. Royalties paid to nonresidents are taxed at rates from 
25-30 percent. 

 Branch remittance tax: Corporate branches may be subject to a 
special tax. Certain rules apply. 

 Capital gains: Generally 25 percent for nonresidents based on gross 
amount or selling price of a property. Nonresidents with an appointed 
representative in Mexico may be taxed on net gains at 28 percent 
based on the higher of the gross selling price or market value of the 
property, less certain deductions. 

 Value-added tax: The general rate is 16 percent, with an 11 percent 
rate for the borders and other designated areas. Food, medicine, and 
certain other items are not taxed. 

 Payroll tax: 2 percent of gross salaries. 

 Social security contributions: Employer contributes 15-25 percent 
based on gross salaries, which includes housing, retirement, and 
other contributions; employee contribution varies based on salary. 

 Mandatory profit sharing: 10 percent of taxed profits distributed 
among employees annually. 

 Vehicle tax: Various rates based on value of vehicle. 

Economy and Business30

Mexico’s economy is highly dependent on exporting to the USA, an 
activity that constitutes over 25 percent of the GDP. Although Mexico has 
trade agreements with about fifty countries, the USA accounts for 80 
percent of its exports. This means that to a large extent the economy of 
Mexico rises and declines with that of the USA. 

 

Since the currency crisis of 1994, macroeconomic policies have relieved 
inflation and improved public debt standing. Despite these improvements 
and a large, diverse economy, Mexico still has low wages, economic 
inequality, and slow job creation.  

                                                      
30 USA Department of State, www.state.gov, CIA World Factbook, www.cia.gov 
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Oil and Gas 

Oil and gas account for the largest amount of foreign currency into 
Mexico, the seventh largest oil producer in the world. The sector also 
provides one-third of government revenues. PEMEX, the state-owned oil 
company, has a constitutional monopoly on exploration, production, 
transportation, and marketing of the nation’s oil supplies. Known 
reserves are dwindling, however, and experts question the ability of 
PEMEX to handle further exploration. They see private sector investment 
as the only way to mitigate a blow to the economy should oil and gas 
production take a serious hit. 

Remittances 

Remittances, sent mostly from the USA, average about US $21 billion 
annually. They represent the second-largest source of foreign currency 
into Mexico. Most remittances are used for immediate needs, but some 
are pooled for larger community projects, including construction and 
infrastructure projects. The Mexican government supports this through a 
fund-matching program called “3X1 Program for Migrants.” 

Transportation and Communications 

Mexico has a highly developed land transportation network, with 
636,000 kilometers (223,260 miles) of paved roads, including more than 
11,000 kilometers of four-lane paved roads. Ports were privatized in 
1993, initiating a boom in investment. Several dozen international airlines 
serve Mexico, with direct or connecting flights from most major cities in 
the USA, Canada, Europe, Japan, and Latin America. 

The telecommunications sector is dominated by Telmex, the former 
state-owned monopoly. Several multinational companies compete in the 
sector with limited success. The fixed line teledensity rate in Mexico (19 
percent) is below average for Latin America. Wireless penetration is 
much higher (77 percent), with 83.5 million wireless subscribers in the 
fourth quarter of 2009, although 88 percent of these customers use 
prepaid cards, and many use their phones to receive calls only. According 
to 2010 statistics, 30.6 million Mexicans have some form of Internet 
access. 
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Wal-Mart in Puerto Vallarta 

 
Source: Wikipedia 
 

Ports of Mexico 

Mexico’s ports moved 3.3 million twenty-foot container equivalent units (TEU) 
in 2008 and 2.9 million TEUs in 2009. 

 
Source: Mexico Channel 
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What the Real Estate Professional Needs to Know 

 Mexico has opportunities for the real estate professional in the 
second-home market, nonresident Mexicans seeking properties, 
resorts and hotels, and activities associated with maquiladoras and 
medical facilities, among other aspects of the economy. 

 The country has some of the most complicated regulations on foreign 
ownership of real estate in this study, including the fideicomiso 
system. Ejido land, co-propiedad and fractional ownership, and 
timeshares also present potential pitfalls.  

 Real estate brokerage and transactions are complicated by lack of an 
extensive MLS and the fideicomiso system. However, a trusted 
notario and other professionals such as the official appraiser provide 
services that ensure a smooth transaction. 

 While banking reforms have increased the number of mortgages 
offered by Mexican banks, it is still difficult for foreigners to obtain 
financing, and cash transactions are common. 

 Despite its diversity, Mexico’s economy relies heavily on trade with 
the USA, oil and gas production, and remittances. 

 The Mexican government has implemented pro-market policies and a 
macroeconomic framework to attract foreign investment. 

Doing Business in Mexico—Beyond the Basics 

Greetings 

In business, a handshake is the standard greeting for both men and 
women. Women extend their hand first. It is considered polite to greet 
every member of a group individually. Make eye contact when shaking 
hands; however, after the initial greeting, frequent or intense eye contact 
may be considered rude. Handshakes and goodbyes are also exchanged 
with every member of the group when departing. 

Among family members, friends, or trusted business acquaintances, a pat 
on the elbow or an embrace may accompany a greeting. Close male 
acquaintances may greet each other with the abrazo, a combination of a 
firm handshake, hug, and backslap. Women may greet each other with a 
kiss or “air kiss” on the cheek. 

  

 

 



4. A Look at Mexico 

97 

Physical Contact 

As a cultural practice, Mexicans may initiate physical contact even with 
foreigners. Do not initiate this contact yourself but, if offered to you, 
accept it graciously because it is a sure sign of goodwill and conveys that 
the relationship has been established. When conversing, Mexican 
professionals tend to stand close and exchange touches, such as a pat on 
the shoulder or forearm. Backing away or withdrawing from these 
affectionate gestures can be perceived as discourteous. 

Business Cards 

Business cards are more than a carrier of information. A business card is a 
representation of the person offering it and is presented and received 
with respect. If your business cards are printed in Spanish on one side 
and your language on the other, present your card with the Spanish side 
facing up. 

Business Style 

As discussed in “Global Real Estate for Local Markets,” some cultures are 
high context and some are low context. Mexico would be considered a 
high context culture. It takes time and attention to establish trust in 
order to create good business relationships in Mexico. Outsiders often 
believe that they can sidestep these social networks or, worse yet, try to 
exploit them without full knowledge of the cultural rules in play. Contacts 
are important but not sufficient in themselves. Networks must be 
cultivated and used properly, not exploited. 

Some mistakenly assume that they have an advantage if they know an 
influential person in the government. However, that person may also be 
the contact of a competitor or client, or have some other conflict of 
interest. Similarly, some professionals presume that they have an 
advantage just because they have a friend or partner who speaks Spanish 
or has family in Mexico. Make no such presumptions, and keep in mind 
that contacts are important but insufficient without introductions 
through the proper channels. 

Company Hierarchy 

In companies, decisions are usually made by the most senior or highest in 
authority. Traditionally, there is a great respect for authority and 
hierarchy; people look to those above them in rank for guidance when 
making a decision. Some who have experience doing business in Mexico 
report that it can be difficult to identify the ultimate decision-maker. 
Keep this in mind if you are dealing with support staff of companies and 
government offices. Let the hierarchy work on your behalf and realize 
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that it would be a mistake to skip over intervening levels of authority. 

The Softened “No” 

In Mexico, to avoid being impolite, people will go to great lengths to 
avoid responding to a question with a “no” or delivering bad news. A 
“maybe” may in fact be a softened “no.” If specific information must be 
obtained, phrase questions in specific terms and in a way that the 
respondent may answer affirmatively. Another method for verifying 
information is to send a confirming note. 

Punctuality 

Punctuality and adherence to deadlines are not always a priority in 
Mexican business culture. It would be considered rude to question why a 
colleague was late to an appointment or missed a deadline. Likewise, it 
would be impolite to cut a conversation short by announcing that you 
have other obligations. 

Business Dining 

Given the importance of relationship building, it is not surprising that 
business is frequently conducted over breakfast or lunch. Casual 
conversation and enjoyment of the meal precede business discussion. 
The host initiates discussion of the matter at hand, which may be briefly 
covered and settled within a few concluding minutes. 

Getting down to business usually happens more quickly during breakfast 
than lunch. The midday meal, which begins around 2:00 p.m., may last 
for several hours and be accompanied by cocktails. It is not unusual for a 
lunch appointment to stretch to 5:00 p.m.; consider this time invested in 
building a relationship that may pay dividends in the future. Business is 
seldom conducted during the evening meal, which usually begins after 
9:00 p.m. If you are to be involved in business or social dining in Mexico, 
be prepared for late hours and leisurely meals. 

When Mexicans dine in groups, they rarely split the cuenta, restaurant 
bill, amongst the group. The host, the person who extended the 
invitation, expects and is expected to pay the bill discreetly. Business 
associates usually reciprocate by treating on another occasion instead of 
splitting the bill among the party. It is unseemly to ask for individual bills. 

Women real estate professionals should invite spouses and colleagues to 
dinner with a male to avoid any misunderstanding over the nature of the 
invitation. Customarily, only men offer toasts.  
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Tipping 

A mordida, literally “the bite,” is a bribe or kickback and a very sensitive 
issue. Though it may be tempting to try to expedite matters by offering it 
to an official, agent, or employee, keep in mind that, by doing so to the 
wrong person or in the wrong way, you may damage or destroy the very 
relationship you intended to enhance. If revealed, it may be punishable 
as a criminal act for government employees. Furthermore, it undermines 
your integrity and reputation as well as those of the recipient. From a 
practical viewpoint, a mordida can be expensive and its effects may not 
last. 

On the other hand, a propina, a tip, is expected by service personnel, 
many of whom may be making the minimum wage equivalent to about 
US $4.50 a day. Some general guidelines for tipping are as follows: 

 Waiters: 10-15 percent (over-tipping may embarrass Mexicans dining 
in the same establishment) 

 Barkeepers and cantina waiters: 10 percent 

 Skycaps and hotel porters: about US $1 per bag, $2 per person in 
expensive hotels 

 Gas station attendants: about 5 percent or more if extra services are 
performed 

 Hotel housekeepers: US $0.50–1 per day 

 Tourist guides: US $1 for half day per person 

 Parking valets: US $1 or the advertised rate 

 Parking lot security attendants: US $0.50–1 

 Washroom attendants: US $0.25–0.50 

 Theatre ushers: US $0.50 

Taxi drivers generally do not expect tips, but it is expected that the fare 
will be rounded up. A US $0.50–1 tip is appropriate if the driver helps 
with luggage. 
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Gifts 

Although not a requirement in Mexican business, a small gift is almost 
always appreciated as a gesture of good will. For business gifts, items 
with a company logo are often appropriate. If you are presenting gifts to 
business associates at differing levels of hierarchy within the same 
company, it would be improper to present the same gift to the top 
executive as to a lower ranking employee. If you are the recipient of a 
gift, open it immediately and express your appreciation. It is considered 
rude to ask associates what they would like to receive as gifts. Asking a 
parent about a child’s interests to choose the right gift is acceptable, but 
even in this instance an indirect inquiry is the most polite approach. 

If you are invited to a home, you are not expected to bring a gift, 
although the gesture will be appreciated if you do. When visiting a home, 
a gift of flowers, candy, or an item unique to your home country would 
be appropriate. You might also bring small gifts for your host’s children, 
such as a toy associated with your country or a sports team cap or shirt. 

Silver items are inappropriate for either business or personal gifts 
because they are associated with the trinkets sold as souvenirs. Yellow 
flowers such as marigolds or chrysanthemums signify death, and red 
flowers signify the casting of spells. If making a gift of flowers, ask the 
florist for assistance in making an appropriate choice. 
 

Key Contacts 

Asociación Mexicana de Profesionales Inmobiliarios (AMPI) 
Rio Rhin #52  
Col. Cuauhtémoc, C.P. 
Mexico, D.F. Mexico 06500 
Phone: 01-55-5566-4260 
ampinacional@ampi.org 
Internet: www.ampi.org 
 
United States-Mexico Chamber of Commerce (Cámara de Comercio 
México-Estados Unidos) 
5510 Cherokee Ave., Ste. 120 
Alexandria, VA 22312-2320 
Phone: 703-752-4751 
Internet: www.usmcoc.org 
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USA Embassy in Mexico City 
Paseo de la Reforma 305 
Colonia Cuauhtémoc 
Mexico, D.F. Mexico 06500 
Phone: 01-55-5080-2000 
acsmexicocity@state.gov 
Internet: http://mexico.usembassy.gov 
 
USA Consulate in Monterrey 
Ave. Constitución 411 Pte. 
Monterrey, Nuevo León, Mexico 64000 
Phone: 01-81-8047-3100 
Internet: http://monterrey.usconsulate.gov 
 
Mexico Tourism Board (Consejo de Promoción Turística de México) 
Viaducto Miguel Alemán No. 105 
Col. Escandón 
Mexico, D.F. Mexico 11800 
Phone: 011-52-55-5278-4200 
Internet: www.visitmexico.com 
 
Fondo Nacional de Fomento al Turismo (FONATUR) 
Tecoyotitla No. 100  
Col. Florida C.P.  
Mexico D.F., Mexico 01030 
Phone: 52-55-5090-4200 
Internet: www.fonatur.gob.mx 
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Q&A with a Global Real Estate Professional 

Vanessa Falcon, CIPS, TRC, SFR 
Century 21 SGR., Inc. 
International Director 
Chicago, IL, USA 
 
Q. How did you become involved in global real estate? What were the first steps you took? 

A. I took the CIPS classes in one full week when they were given in Chicago. I volunteered to sit 
on the International Committee at the Chicago Association of REALTORS® (CAR). At the time the 
Board I belonged to did not have an international committee, so I joined CAR as an associate 
member in order to be on the committee, which is known as the Chicago International Real 
Estate Council, or CIREC. Being on the committee granted me points toward my CIPS electives. 
In order to get more involved and to collect more elective points, I joined the Chicago World 
Trade Organization and started to attend their events. I also took French Language classes at 
the Alliance Française in Chicago and joined The International Real Estate Federation, FIABCI, 
and its local Chicago Chapter. 

Q. How did you become interested in the Americas and Mexico? 

A. I became interested in the Americas and Mexico in particular because of a series of events 
that happened in my learning process, but the main catalyst was I had asked one of my mentors 
what was the best way to really get international business. My mentor’s answer was to start to 
represent international developments in the Chicago area. 

I guess that the concept of attraction was at play because shortly after I received a telephone 
call from a Spanish developer building in Mexico because they found me on the CIPS database. 
The developer was looking for representatives in the Midwest. They visited Chicago and were 
receiving the aid of the Mexican Trade Commission/Bancomext, Mexico Tourism Board, and the 
Mexican Consulate offices here in Chicago, where I had a chance to form a long, lasting 
relationship with the local Mexican representation. I started to represent the development 
company, which turned out to be very well known in Europe. Once I started to represent one 
company and with subsequent marketing I quickly attracted other developments to represent. I 
also developed my own global real estate Web site, www.falconinternationalrealty.com, and 
have received similar requests from that. 

Upon various invitations from developers in all parts of Mexico, I quickly fell in love with the 
country and its people. Another circumstance that cemented my decision to specialize in 
Mexico is that I met a very knowledgeable colleague on a business trip to Athens, Greece. Her 
name is Harriet Murray, and she had moved to Puerto Vallarta around 12 years ago and started 
her own brokerage there. Throughout the past 5 years I have constantly turned to Harriet for 
advice about transactions and other issues in Mexico. She is one of the staunch believers in and 
developers of the Association of Mexican Real Estate Professionals, AMPI [Asociación Mexicana 
de Profesionales Immobiliarios]. I know her advice is the most respectable and honest I can 
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receive. We have developed a great relationship, and she shares her listings with me so that I 
can post them on my Web site in order to find buyers for her in Puerto Vallarta. I know that I 
can send my clients to her, and they will be handled with the utmost care, and I will receive a 
commission from her once the transaction is finalized. 

Q. How do you use the CIPS Network? 

A. I learned since my first forays into global real estate that if I was not sure of the reputation of 
a company that I can contact my now large network of trusted global real estate professionals 
for advice. Travelling with FIABCI to the different congresses around the world and meeting 
fellow CIPS designees at the NAR Meetings helped to build my network. I keep up with quite a 
few of them daily, weekly, and monthly on Facebook, Twitter, and LinkedIn now. We’re all 
members of different international groups on these various social media sites. If for some 
reason they write in another language, I have found that Facebook has a great translation tool. 

Q. How has your CIPS education and designation helped you in your real estate practice in 
Mexico? 

A. My CIPS education and designation have helped me vastly with my real estate practice in 
Mexico. Being a CIPS designee is very prestigious there. It helped to give me credibility with the 
real estate developers. The education gave me the background on the country and the insight 
that I needed to learn more. It also taught me how to work with the cultural aspects of the 
people of not only Mexico but of Mexican Americans that live in Chicago. Most importantly, I 
learned that if you treat Mexicans with respect, include the whole family in the real estate 
process, and be totally upfront and transparent with information, upon completion of a 
transaction they will refer you to everyone they know. You become a trusted advisor to them. 
These relationships last a lifetime. 

Q. What advice would you give global real estate professionals new to business in Mexico? 

A. I would say that anyone interested in working with real estate in Mexico is making an 
excellent first step by taking this CIPS elective, “The Americas and International Real Estate.” 
Also, NAR offers a course called “Doing Business in Mexico.” Obtain the Transnational Referral 
Certification (TRC) from the International Consortium of Real Estate Associations, ICREA (if you 
are a member of NAR you are already a member of ICREA). The TRC certification can serve as a 
platform for arbitration if ever necessary. Also obtaining the Resort and Second-Home Property 
Specialist (RSPS) Certification is very helpful. 

Join AMPI, join FIABCI. Become involved in your local international committee. Join the local 
chapter of the National Association of Hispanic Real Estate Professionals, NAHREP. Introduce 
yourself to any local Mexican Government officials available to you and become acquainted 
with a local travel agency that specializes in Mexico. Learning Spanish is helpful, but 
unfortunately that is something I have not been able to do. I'm so monolingual! But I find 
knowing some respectful words and having an open attitude, coupled with kindness, somehow 
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overcome the fact that I only speak English. Also, I always have a trusted colleague available 
that is fluent in Spanish to help with any legal documents. 

And always feel free to ask for help from your fellow global real estate professionals and CIPS 
Network! 

 

Notes: 

 

 

 

 

 

 

 

 

 

 



A Look at Panama

5Chapter Five

www.realtor.org/global

THE AMERICAS & INTERNATIONAL REAL ESTATE



CIPS: The Americas & International Real Estate 

106 

An Introduction to Panama 

 
Source: CIA World Factbook, www.cia.gov 

The Central American country of Panama is slightly smaller than South 
Carolina, USA, bordering Costa Rica to the northwest, Colombia to the 
southeast, the Caribbean Sea to the north, and the Pacific Ocean to the 
south. Located on the isthmus connecting North and South America, the 
country is split in the middle by the Panama Canal. The climate is tropical, 
and the country has 2,490 km of coastline. The country is a constitutional 
democracy divided into nine provinces and five territories (indigenous 
regions called comarcas). 

Province  Capital 

Bocas del Toro  Bocas del Toro 
Chiriquí  David 

Coclé  Penonomé 
Colón  Colón 
Darién  La Palma 
Herrera  Chitré 

Los Santos  Las Tablas 
Panamá  Panamá 

Veraguas  Santiago de Veraguas 
  

 

 

 



5. A Look at Panama 

107 

Comarca 
 

Capital 

Emberá  Union Choco 

Kuna Yala  El Porvenir 

Ngöbe-Buglé  Llano Tugri 

Kuna de Madugandí*  Akua Yala 

Kuna de Wargandí*  Nurra 

*Sub-provincial level comarcas. Kuna de Madugandí is within the province of Panamá 
and Kuna de Wargandí is within the province of Darién. 

 

Panama City, Panama 

Panama City is the capital of Panama and its largest city, with a population of 
1.1 million. The city is a hub of global business. 

 
Source: Olaf Travel Source, http://olafixus.ixus.nl/media/fotoboek/Panama/Panama-
city.jpg 
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The Panama Canal 

The ambition to build a canal on the Isthmus of Panama to facilitate 
Atlantic-Pacific trade dates from the beginning of Spanish colonization. 
Panama proclaimed independence from Colombia in 1903 and signed a 
treaty with the USA for the construction, administration, and defense of 
the canal and the Panama Canal Zone, a strip of land about ten miles 
wide and fifty miles long. In 1977, the USA and Panama agreed that 
sovereignty of the land and control of the canal would be transferred to 
Panama. This transfer occurred in stages and was completed in 1999. The 
canal is undergoing an ambitious US $5.3 billion expansion to be 
completed in 2014. This expansion is expected to double the capacity of 
the canal and permit passage of larger vessels and supertankers. The 
Panama Port System, closely tied to the activity of the canal, has also 
seen expansion. 

Commerce related to the Panama Canal contributes to the services sector 
of the Panamanian economy, which accounts for 70 percent of GDP. The 
maritime industry represents 20 percent of GDP.31

Real estate professionals may find opportunities related to the canal and 
ports. Employees of international logistics companies may need housing, 
for instance. Opportunities also relate to the canal expansion project, 
which has necessitated the relocation of between eight and ten thousand 
people and created thousands of jobs. 

 Almost 15,000 vessels 
with over 300 million tons of cargo pass through the 77-km canal 
annually. Businesses related to the canal and ports include logistics 
operations, maritime services, and hospitality. 

  

                                                      
31 Business Panama, www.businesspanama.com 
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Panama Canal 

 
Source: Wikipedia 
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Panama—The Rich Tapestry 

 
Traditional coffee-drying at the Alto Boquete plant of Cafe Ruiz, Boquete, 
Panamá. Photo: Wikipedia 

 
A woman from the Kuna indigenous population selling molas, traditional 
textiles. Photo: Wikipedia 
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A Panamax ship. “Panamax” is a term used to describe the largest vessel 
that can fit through the canal. Photo: Wikipedia 

 
Panama features great environmental beauty; the country incentivizes 
development of ecotourism operations. Photo: Autoridad de Turismo 
Panama, www.visitpanama.com 
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Foreign Ownership of Real Estate 

Foreigners and foreign-owned corporations are mostly free to purchase 
and own real estate in Panama, with the exception of property on islands 
and less than 10 km from frontiers. To encourage long-term investments, 
Panama has established incentives such as tax exemptions, simplified 
permit and registration processes, and utility discounts for individuals 
and corporations. 

The government is prohibited from seizing private property except 
through a process similar to eminent domain in the USA, in which case 
owners receive compensation equal to fair market value. 

Titled Properties vs. Possession Rights 

The Office of Public Registry keeps records on titled properties 
throughout Panama. These records are deemed reliable for due diligence 
related to real estate transactions. 

National and municipal governments control some property on beaches 
and islands, in rural areas, and in special tourism zones. Investors are only 
able to obtain “possession rights” for these properties, granting them the 
permission to use the land in a certain manner for a specified period of 
time. Law 80 established a process for converting possession rights to 
titled property, but the land must meet certain requirements, and 
restrictions apply.  

Risks with possession rights include: 

 Neither the process of buying possession rights nor the specific rights 
awarded are uniform. 

 Titles for these lands may be held by families from several 
generations back, making possession rights contestable should a 
relative of an original owner emerge. 

 Possession rights cannot be mortgaged. 

Real estate professionals should use extreme caution with possession 
rights transactions. Titled properties are recommended. 
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Financing 

Mortgages are available in Panama. To obtain a mortgage, buyers must 
purchase Panamanian life insurance for the entire loan balance, for the 
life of the loan. The companies that provide life insurance will only insure 
people to age 75. Thus, if a buyer is 60 years old, he or she will only be 
able to obtain a mortgage with a 15-year amortization period. Those over 
60 may qualify for a 15-year mortgage with higher payments. Fire 
insurance is also required to obtain a mortgage. Companies in the USA 
offer mortgages for real estate in Panama, often without the age and 
insurance restrictions of Panamanian mortgages. If a buyer does desire a 
Panamanian mortgage, it is recommended that they go through a 
mortgage broker. 

Commercial financing is also available in Panama. The stable economy 
and currency policies make for a highly developed banking system with 
many Panamanian and international banks providing financial services—
with incentives and special protections for corporations. 

Commercial Real Estate 

Multinational Corporations 

Panama has become a hub of global business because of investment 
incentives such as Law 41, which created a special regime for 
establishment and operation of regional offices of multinational 
companies. Multinational companies such as Hewlett-Packard, Roche, 
Procter & Gamble, Samsung, and HSBC have branch offices, regional 
headquarters, or significant operations in the country. Companies benefit 
from a tax exemption on foreign-sourced income, simplified visa and 
work permit processes, and a strategic location for distribution 
operations. As seen in the chart below, companies have taken advantage 
of benefits such as Law 41 and invested in Panama. Combined with the 
Panama Canal expansion project, Law 41 and other investment incentives 
have created enormous opportunities for real estate professionals. 
Corporations require office space, call centers, logistics centers, and 
other commercial real estate. 
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Foreign Direct Investment Inflows—Panama, 2002-2008* 

 
*In US $ millions 
Source: The World Bank, World Development Indicators (WDI) and Global Development 
Finance (GDF), http://databank.worldbank.org 

Tourism 

Through Law 8, Panama incentivizes foreign investment in tourist 
enterprises, declaring the expansion of the tourism sector of public 
interest. Incentives such as tax and import duty exemptions apply to 
tourist facilities—motels, hotels, inns, convention centers, and the like. 
Qualification for incentives includes minimum investments of US $50,000 
plus cost of land and buildings for non-metropolitan facilities and US 
$300,000 for metropolitan facilities. Registration by the corporation 
investing in the facility with the National Registry of Tourism and 
certification by the Panama Institute of Tourism are required. 

Howard Special Economic Area/Panama Pacifico 

A former USA air force base located at the southern end of the Panama 
Canal has been transformed into the Howard Special Economic Area, 
which is being developed as a global business center called Panama 
Pacifico by London & Regional Panama. This area, established by the 
Government of Panama with the World Bank’s International Finance 
Corporation (IFC), provides the following benefits to facilitate investment, 
including in industrial and office properties. 

 Tax, immigration, and labor incentives 

 Simplification of installment and operation processes 
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 Strategic connectivity to the Americas 

 Lifestyle benefits 

 Access to a qualified workforce 

 Training for personnel 

 Special customs regime 

 Major airport with passenger and cargo service 

 Telecommunications infrastructure  

 System for the supply of fuel 

 Hospital 

 Educational centers32

Panama Pacifico is expected to create 40,000 jobs, 20,000 new homes 
and apartments, and one million square meters of commercial space. 

 

 

Aerial View of Panama Pacifico 

 
Source: Panama Pacifico Web site, London & Regional Panama, 
www.panamapacifico.com 

  

                                                      
32 Business Panama, www.businesspanama.com 
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Panama City Office Space Indicators 

Submarket Leasable 
Area* 

Vacancy Rate Construction* Average 
Asking Lease 

Rate† 
Banking Area 108,700 2.45% 71,021 $22.00-26.00 
South 40,760 3.20% 49,553 $20.00-30.00 
San Francisco 67,384 1.12% 93,467 $25.00-32.00 
Bethania‡ -- -- -- -- 
Costa del Este 45,750 5.37% 49,670 $25.00-30.00 
Others‡ -- -- -- -- 
     
Class A Total 262,594 2.73% 263,711 $25.00 
Class B+C 
Total 

548,387 6.52% 39,749 $15.00 

Total 810,981 5.12% 303,460  
*Square meters 
†US $/square meter/month 
‡No Class A office space available in these areas 
Source: CB Richard Ellis MarketView Office Market—Panama City 

Residential Real Estate 

While extensive home sales data for Panama is unavailable, market 
experts indicate that prices and sales have softened a bit, and others 
suggest that the real estate sector has been overbuilt. Still, Panama’s 
residential real estate market remains active and a good location for 
property investment. Advanced commerce, incentives, and physical 
beauty will continue to attract buyers. Particularly desirable markets 
include: 

 Panama City 

 Chiriquí 

 El Valle 

 Bocas del Toro 

 Casco Viejo 

Second-Home Buyers and Retirees 

Panama’s environmental beauty and access to the Pacific Ocean and 
Caribbean Sea make it a prime location for second-home buyers. Also 
contributing to the desirability of the country are low inflation, the 
dollarized economy, and the availability of new construction housing. 
Panama provides incentives and benefits for people who can 
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demonstrate sufficient funds for Panamanian bank deposits and real 
estate purchases. 

Excellent hospitals, affordable private insurance, and incentives make 
Panama an especially attractive location for retirees. Under the 
Pensionado program, eligible retirees receive the following benefits: 

 50 percent off closing costs for home loans 

 Permanent residency 

 Option for citizenship 

 Tax-free import of a vehicle every two years 

 One-time tax-free import of up to US $10,000 worth of household 
goods 

 Discounts on goods and services, including entertainment, airline 
tickets, medical treatment, and prescription drugs 

Pace of Development 

As mentioned above, new construction housing is readily available in 
Panama and has been moving at an almost frenzied pace. It was reported 
that 300 tower projects with 40,000 units were under construction at one 
point. 

While the pace of development could make quality homes available to 
clients, real estate professionals should exercise caution, as housing 
construction can outpace the development of infrastructure. Article 79 of 
Law 45 established consumer protections for residential new 
construction that may provide recourse in the event that a development 
does not live up to advertisements or claims by the developer with 
regards to the infrastructure related to the home. Despite these 
protections, investigate the infrastructure available for new construction 
developments and seek input from colleagues when necessary. Also 
inquire with the embassy of your home country for advice and 
consultation with a commercial attaché. 

Comparables 

Obtaining sales data in Panama, and many countries in Central and South 
America, for that matter, can be tricky. Panama lacks a substantial MLS, 
and actual sales prices are not available. Real estate professionals will 
have to research listings on Web sites such as Encuentra24.com and 
consult with their network of trusted colleagues to outline price points.  
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Rental Properties 

Panamanian law is generally pro-landlord. Evictions are possible. The only 
major impediment is a substantial caseload in the courts, which may 
draw out the proceedings. 

Law 93 is the primary civil code related to rental properties and applies to 
the following types of leases: 

 Leases of properties to be used as residence with a monthly rent of 
US $150.00 or less 

 Leases of vacation properties if the term exceeds six months 

Law 93 applies in part to: 

 Leases of furnished rooms in private properties on a permanent or 
occasional basis 

 Leases of private properties to be used as residence entered into as of 
January 7, 1995 

 Leases of private properties to be used as commercial establishments 
or for professional, industrial, or educational activities 

 Leases of private properties to be used as residence with a monthly 
rent exceeding US $150.00 

The following lease types are exempted from application of Law 93: 

 Leases of rural properties 

 Leases of properties reverted from the former Canal Zone 

 Leases of properties where rent is fixed per day (hotels, motels, 
boarding houses, and inns) 

 Leases of vacation properties if the term and its renewals do not 
exceed six months 

 Leases of properties in which Panama and its municipalities are 
parties (if these entities are landlords, the eviction provisions of Law 
93 may be applied) 
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Leases 

 Rents and increases may be freely agreed upon between landlord and 
tenant. On properties with a monthly rent of US $150.00 or less, 
increases must be authorized in writing by the Ministry of Housing. 

 Lease duration and extensions may be freely agreed upon. The tenant 
may terminate the lease at any time with a thirty-calendar-day notice. 
On properties with a monthly rent of US $150.00 or less, leases must 
be a minimum of three years. The tenant may then extend the lease 
for an equal time, provided he or she is current on rent payments. 

 A security deposit equal to one month’s rent must be consigned to 
the Ministry of Housing, via the landlord. The deposit will be returned 
to the tenant, minus any damages or amounts owed. 

 Eviction proceedings are carried out in the municipal or circuit courts. 
Eviction proceedings for leases regulated by Law 93 must be filed 
before the Housing Commission of the Ministry of Housing. 

Common Practices 

 Real estate agents act as intermediary between landlord and tenant. 

 Lease durations are typically 5, 10, 15, or 20 years. 

 There is usually an agreed upon fee for termination of a lease. 

 Rent is indexed annually at a rate of 3-5 percent per year. 

 In additional to the security deposit consigned to the Ministry of 
Housing, the tenant submits a rental deposit of 1–2 months to the 
landlord. 

 Rent is payable monthly in advance. 
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Licensing and Brokerage Practices 

License Requirements 

Panama passed Law 6 in 1999, requiring real estate broker licensing. 
“Broker” under the law refers to those real estate professionals involved 
in sales and rentals. Licenses are granted by the Technical Board of Real 
Estate, a government agency created by the law. The following are 
required to obtain licensure: 

 Panamanian citizenship or at least five years of residence 

 Successful completion of an examination 

 Monies deposited with the Technical Board of Real Estate as a surety 
against claims of negligence or malpractice 

 Proof of no criminal record 

The Technical Board of Real Estate imposes penalties on real estate 
brokers that violate civil codes. Penalties range from admonishments to 
suspension of license, fines, and criminal charges. 

While licensure is required under Panamanian law, real estate 
professionals and their clients may encounter unlicensed salespeople 
who, in one way or another, technically operate within the law, but are 
best avoided. 

Listings 

As discussed earlier in this chapter, Panama does not have a robust MLS. 
Various Web sites list properties for sale, and are called MLSs, but the 
information may be incomplete or inaccurate and not all real estate 
professionals participate. Lack of a substantial MLS with defined policies 
means that different agencies create their own listings and may be 
unwilling to share information, collaborate, and pay referral 
commissions. This restricts access to buyers and listings. Lack of an MLS 
can also limit market knowledge, especially if a real estate professional 
would like to specialize in a particular region or type of property. 

By Panamanian law, no written agreement is required for a buyer or 
seller to owe commission to a real estate agent. In general practice, the 
seller pays the commission, but this may vary by transaction and by the 
services the agent provides to either the buyer or the seller. 
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Transaction Process 

Note that the following points about the transaction process apply to 
titled properties only. An even more extensive due diligence process is 
necessary for possession rights. Caution and the assistance of an attorney 
are highly recommended when dealing with possession rights 
transactions. 

 Due diligence: title search, review of cadastral maps, good standing 
on taxes and utility bills, lack of liens and other encumbrances on the 
property. A competent, trusted attorney is recommended for this 
process. 

 Promise to Purchase Agreement: a preliminary agreement recorded 
in the Public Registry that allows for due diligence and for the buyer 
to obtain financing; normally, a down payment of 10 percent is 
required at this time, although the amount can vary. 

 Purchase and Sale Agreement: entered into once due diligence has 
been completed; should include an indemnification clause to protect 
against hidden defects with the property. 

 Transfer of ownership: achieved when the public deed with an 
annotation on change of ownership is entered into the Public 
Registry. 

 Payment: not delivered to the seller until transfer of ownership is 
achieved. 

 Escrow: services are available; funds released once transfer of 
ownership occurs. 

 Title insurance: international title insurance is available and 
recommended. 

 Language of contracts: legal documents in Spanish are not required 
to legitimize a real estate transaction; however, if a contract is 
disputed, the court will require translation by a licensed translator. 

 Appraisals: services are available, but the competency of the 
appraiser should be verified. 

 Panamanian corporation: many experts recommend establishing a 
Panamanian corporation to purchase and hold property, which 
provides tax and asset protection benefits.  
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 Total transaction time: up to four months. 

What the Real Estate Professional Should Know about 
Government 

The government of Panama is a presidential representative democratic 
republic. In a classic checks-and-balances system, Panama has executive, 
legislative, and judicial branches. The executive branch consists primarily 
of the president, vice president, and fifteen cabinet ministers. The 71-
member National Assembly is the legislature. The independent judicial 
branch consists of a nine-judge Supreme Court of Justice, five superior 
courts, and three courts of appeals. 

The structure of government was established by the Political Constitution 
of 1972, which has been revised four times, in 1978, 1983, 1994, and 
2004. A constitutional amendment in 1994 permanently abolished the 
military, which had, beginning in the 1950s, become involved in civilian 
government, culminating in the ascension of Brigadier General Omar 
Torrijos in the 1960s and General Manuel Noriega in the 1980s. 

The government has a history of corruption, though public pressure has 
forced improvements. President Ricardo Martinelli, elected in 2009, ran 
against corruption, promising reformed, efficient governance. 

The incentives to foreign direct investment discussed throughout this 
chapter demonstrate Panama’s commitment to policies beneficial to the 
real estate market. While those policies are likely to continue, threats to 
them include rising public debt and income inequality, popularly 
attributed to the costly Panama Canal expansion and other infrastructure 
projects. While the expansion will surely be completed, public sentiment 
may pressure officials to retract some incentives for foreign individuals 
and corporations. Opponents of these changes argue that they would 
harm the Panamanian economy, particularly after the global financial 
crisis. Real estate professionals should monitor developments for any 
changes to tax policies and incentives for investment. 
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Signing of Panama Canal Treaty 

 
Source: Embassy of Panama in Japan; attributed to Panama Canal Authority, 
www.embassyofpanamainjapan.org, www.pancanal.com 
 

Legal System 

Panama inherited its civil law system, including specific codes, from Spain 
by way of Colombia, another Spanish colony from which Panama 
declared independence in the early twentieth century. Corporate law in 
Panama was based on the laws of Delaware, USA, with a guiding 
philosophy of minimum regulation and lack of economically inhibiting 
procedures, leading to Panama’s tax exemptions and other pro-market 
policies. 

International organizations, Panamanian political groups, and the media 
have criticized Panama’s judicial system for corruption despite articles in 
the constitution that would seem to protect individual rights. As evidence 
of corruption, these organizations point to political maneuvering in the 
selection of judges, a lack of procedural safeguards, and special 
treatment for the wealthy, powerful, and politically connected. With help 
from international aid groups, Panama has made inroads in reforming its 
legal system. Instances of corruption are still reported, however. 

While these problems should not discourage involvement in an exciting 
market full of opportunities, real estate professionals should include in 
their networks competent, trustworthy attorneys. They should also stay 
informed of instances of corruption and abuse in the legal system. 
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Real Estate and Business Taxes and Fees 

Real Estate Taxes and Fees 

Tax or Fee Amount Paid by 

Lawyer/Notario Fee 2% Buyer 
Title Transfer Fee 2% Seller 
Escrow Fee 0.5-1% Buyer 
Incorporation Fee* US $1000 Buyer 
Title Insurance 0.5-1% Buyer 
Agent Commission 3-5% Seller 
Property Tax (annual payable to 
state)† 

0-2.1% of value Owner (Buyer) 

*If the buyer chooses to form a Panamanian corporation to purchase and own real 
estate. 
†New construction properties may be exempt from property taxes for a certain number 
of years; however, these laws are in flux and should be researched for current status. 

Source: Global Property Guide, www.globalpropertyguide.com 
 

Business and Income Taxes33

 Individual income tax: Only Panamanian-sourced income is taxed. 
This income is taxed at progressive rates, from 0 to 27 percent, minus 
allowable deductions, including up to US $15,000 in mortgage 
interest annually. 

 

Individuals with Panamanian-sourced income exceeding US $60,000 
may be subject to an alternative minimum tax. Nonresidents 
providing services to Panamanian residents for periods of less than 
180 days in a calendar year must pay a withholding tax of 15 percent 
of gross income. 

 Inheritance tax: These taxes have been abolished. 

 Foreign-sourced business income tax: No tax. If branches of foreign 
corporations with established offices merely direct sales and 
transactions, and merchandise does not physically come through 
Panama, the companies do not pay Panamanian income tax on net 
profits. 

 Panamanian-sourced business income tax: The greater of a flat rate 
of 30 percent on net income or 1.401 percent of gross taxable 
income. The latter is the alternative minimum tax. 

                                                      
33 Deloitte Touche Tohmatsu, “International Tax: Panama Highlights 2010” 
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 Withholding tax: 10 percent or 5 percent on dividends paid on 
nominal shares, depending on the source of the dividends. Interest is 
subject to a 15 percent withholding tax (50 percent of the interest is 
subject to the 30 percent business tax). Royalty payments may be 
subject to a 15 percent withholding tax, depending on the 
circumstances of the payments. 

 Branch remittance tax: A branch of a foreign corporation must pay a 
fee of 10 percent of its after-tax income. 

 Capital gains tax: 10 percent on sale of real estate if the sale is part of 
regular business activities. 

Taxpayers that do not engage in regular business activities involving 
the sale of real estate must pay 10 percent on the gains. They must 
pay a 3 percent withholding tax on the higher of the sales price and 
the property value as an advance payment on the capital gains tax. If 
the gain on the transfer is higher than this advance tax, the 3 percent 
may be credited toward other taxes due. 

 Value-added tax: Generally 5 percent levied on the invoice value of 
the sale, lease, or transfer of goods and services. 

 Social security contributions: 11.75 percent on total remuneration 
per employee; in addition, 8 percent of remuneration must be 
withheld and remitted on behalf the employee. 

 Payroll tax: Educational insurance tax of 1.5 percent on total 
remuneration per employee. 

 Worker’s compensation insurance premium: 0.98-5.67 percent of 
remuneration, depending on risk associated with employee’s 
position. 

 Exemptions and incentives: A variety of exemptions and incentives 
exist for companies engaging in certain activities in the Howard 
Special Economic Area, the Colón Free Zone, Petroleum Free Trade 
Zones, Export Processing Zones, and Special Tourism Zones. Consult 
with a tax specialist (and advise clients to do so) in order to take 
advantage of these tax benefits. 
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Economy and Business 

As discussed throughout this chapter, Panama’s economy is structured to 
attract foreign direct investment and to further establish the country as a 
hub of global business and finance. Panama is even being compared to 
Singapore in this regard, and political and business leaders hope that the 
expansion of the Panama Canal will seal the country’s fate as a 
powerhouse in global business. 

Although the country has been able to reduce the poverty rate from 40 
to 30 percent in the past several years, income disparity and poverty 
remain problems. 

Colón Free Zone 

Located near the Atlantic entrance to the Panama Canal, the Colón Free 
Zone is an area of 600 acres of warehouses and shipping and distribution 
centers dedicated to the import and re-export of goods. Wholesalers and 
retailers shop the zone, as merchandise is available in quantities 
appropriate to both. Over 2,500 companies operate in the zone, handling 
more than US $16 billion worth of transactions for over 250,000 buyers 
annually. Most imports are from Asia, Europe, and North America, and 
major markets are Central America, South America, and North America. 

The following incentives apply to the zone: 

 No sales or production taxes 

 Tax exemption on income derived from abroad 

 No tax or duty on imports to or re-exports from the zone to foreign 
countries 

 Dividends to foreign shareholders are tax-free 

 No capital gains tax on assets held in the zone for at least two years 

 No capital investment taxes 

 Discounts from taxable income of 0.5-1.5 percent are provided in 
proportion to the number of Panamanian nationals permanently 
employed 

  

 

 

 



5. A Look at Panama 

127 

Colón Free Zone 

 
Source: FOB Zona Libre de Colón, published by Focus Publications (Int), S.A., 
www.colonfreezone.com 

Offshore Banking 

Panama’s tax incentives and exemptions and banking privacy laws have 
established it as a major offshore banking and tax haven, highlighted by 
the International Banking Center, where at least 90 banks operate. 
Recent legislation has attempted to guard the financial system against 
money laundering. Outside organizations and governments are skeptical 
of these reforms, though criticism is tempered by the importance of 
Panama, and the Panama Canal, to the global economy. 

Foreign Direct Investment from Venezuela 

Protectionist policies, high inflation, and devalued currency have led to 
capital flight from Venezuela, and much of this capital has landed in 
Panama. Opportunities may arise as Venezuelans seek to protect assets 
through a long-term investment in Panamanian real estate. 
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The Panama Canal Expansion 

Excavation and wildlife rescue for the Panama Canal Expansion. The expansion, 
scheduled for completion in 2014, is a major investment in the future of 
Panama’s economy. In 2006, when the Panamanian public voted for the 
expansion project, half of all orders for new container vessels through 2011 
were for “post-Panamax” ships, which would not have fit through the canal 
without the expansion. 

 

 
Source: Panama Canal Authority, www.pancanal.com 
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What the Real Estate Professional Needs to Know 

 The history, activity, and expansion of the Panama Canal have much 
to do with the economic identity and growth of Panama. 

 Panama encourages foreign investment, including ownership of real 
estate, through simplified regulations and various incentives including 
tax exemptions for individuals and corporations. 

 Titled properties and possession rights are the two main forms of real 
estate ownership. Titled properties are recommended. 

 Panamanian mortgages are available, but to obtain a mortgage, 
clients must purchase Panamanian life insurance. Because insurance 
companies will only issue policies to age 75, terms of mortgages are 
restricted. 

 Opportunities in commercial real estate involve Panama’s status as a 
hub of branch and logistics operations for multinational corporations. 
Panama has established free trade zones and incentive-laden real 
estate developments to facilitate investment. 

 Opportunities in residential real estate involve the second-home and 
retiree market, which is supported by the Pensionado program and 
the availability of world-class medical care. 

 Broker licensing is required in Panama. Foreigners must have at least 
five years of residency to obtain a license. 

 Instances of corruption in government and the legal system have 
been reported, although the government has made promises to 
improve the situation. Always work with trusted professionals with 
whom you have established relationships. 

 The country has established itself as a major offshore banking center. 

Doing Business in Panama—Beyond the Basics 

Greetings 

A handshake with eye contact is appropriate for both genders in 
business. In Panama, there is no correlation between firmness of 
handshake and strength of character—often a handshake is a light touch 
of the hand. Casual greetings between two women or a man and a 
woman usually involve one kiss on the cheek. 
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Panamanians prefer sustained, direct eye contact in conversation. When 
conversing, use the appropriate title or honorific (Señor, Señora, 
Señorita) followed by surname. Panamanians have two surnames, the 
father’s followed by the mother’s; only the father’s surname should be 
used when greeting or addressing someone. Address the oldest person in 
a group first. 

Attire 

For business appointments, most experts recommend dark, conservative 
business suits for men and stylish business suits with matching shoes for 
women. Keep in mind that the climate of Panama necessitates light 
materials. Non-executive men who work in offices often wear camisillas, 
lightweight shirts that are not tucked into pants. Women may wear pants 
in the workplace, but should avoid extremely form-fitting clothes. In 
some cases, business casual may be acceptable, especially in rural areas. 
As you become active in the Panamanian market and develop 
relationships, take stock of your colleagues and business partners and 
choose your attire accordingly. 

Appointments 

Business appointments are normally scheduled a few weeks in advance 
through direct contact rather than intermediaries. (Note that you will 
have established a relationship with the person prior to the meeting.) 
Punctuality is important for business meetings, although you may be kept 
waiting. Showing up late to social functions, on the other hand, is 
common. When meeting someone, exchange business cards with English 
on one side and Spanish on the other, the Spanish side up. Offer business 
cards to everyone in the room, not just the senior executive. 
Presentations should be in English and Spanish. 

Negotiations 

Negotiations can be lengthy. Avoid pushiness, and listen carefully. 

Business Dining 

Lunch in Panama typically begins at noon and lasts about 90 minutes. The 
closing of deals often results in a celebratory dinner, with the host at one 
end of the table and the guest of honor at the other end. Wait until the 
host directs people to sit, and begin eating only when the host has begun. 
Gift giving is not particularly common; however, for dinner at the host’s 
home, bringing a small gift—something with your company’s logo—is 
appropriate. Women invited to business dinners should bring a spouse. 
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While conversation may immediately turn to business if the host is 
pressed for time, the meal often begins with friendly small talk and casual 
conversation. Avoid talking about Canal Zone issues unless directly 
pertaining to a transaction. Also avoid politics, local issues, religion, and 
other controversial topics. Sports and family are popular topics for casual 
conversation. 

Keeping your hands above the table is considered polite. Men should 
stand when women stand or sit. Offering to pay the check is also 
considered polite, even though the host will likely refuse. Tipping is not 
compulsory but a 10-15 percent tip is expected if service is satisfactory; 
take note that some restaurants add a tip to the bill. 

Communication Challenges 

Communication challenges often result from the ability to contact 
business partners and not from language barriers. While many 
Panamanians know English, as well as the gestures and phrases of people 
from many countries due to the global nature of their business dealings, 
they may be hard to get in touch with, as they often take a casual 
approach to responding to e-mails and other messages. Panamanians 
tend to use cell phones heavily, so obtaining the cell number of a 
colleague, client, or customer may be the best way to ensure contact. 

 

Key Contacts 

Asociación Panameña de Corredores y Promotores de Bienes Raíces 
(ACOBIR) 
Ave. Morgan. Casa 301 A. 
Balboa, Ancón 
Apartado 0823-04184 
Panama City, Zona 7, Panama 
Phone: 507-228-7840 
info@acobir.com 
Internet: www.acobir.com 
 
American Chamber of Commerce and Industry of Panama (AMCHAM) 
P.O. Box 0843-00152 
Panama, Republic of Panama 
Phone: 507-301-3881 
amcham@panamcham.com 
Internet: www.panamcham.com 
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USA Embassy Panama 
Building 783, Demetrio Basilio Lakas Avenue 
Clayton, Panama 
P.O. Box 0816-02561 
Panama City, Panama 
Phone: 507-207-7000 
Panama-ACS@state.gov 
Internet: http://panama.usembassy.gov 
 
Authority of Tourism Panama 
Samuel Lewis Ave. & Gerardo Ortega Street, Central Building 
Panama City, Panama 
Phone: 507-526-7000 
mercadeo@visitpanama.com 
Internet: www.visitpanama.com 
 
Panamanian Ministry of Commerce and Industry (Ministerio de 
Comercio e Industrias) 
Apartado 0815-01119 
Panama, República de Panama 
Phone: 507-560-0600 
Internet: www.mici.gob.pa 
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Exercise: Matching 

Match the term to the correct definition. 

____ Purchase and Sale 
Agreement 

____ Mola 

____ Colón Free Zone 

____ Pensionado Program 

____ Panama Pacifico 

____ Promise to Purchase 
Agreement 

____ Comarca 

____ Titled Properties 

____ Ministry of Housing 

____ Post-Panamax 

____ Office of Public Registry 

____ Technical Board of Real 
Estate 

____ Possession Rights 

____ Camisilla 

 

a. The largest transport vessel that will fit through the Panama Canal 
after the expansion. 

b. A form of real estate ownership that grants use of land for a certain 
manner over a specified period of time; not recommended. 

c. The commercial and residential development in the Howard Special 
Economic Zone. 

d. The government agency that records real estate transactions and 
ownership. 

e. The government agency that licenses real estate agents. 
f. A preliminary agreement recorded in the Public Registry that allows 

for due diligence and for the buyer to obtain financing. 
g. A traditional textile made by the Kuna indigenous population. 
h. The buyer becomes the registered owner for this type of real estate; 

recommended. 
i. The government program that provides incentives to foreigners; 

particularly attractive to retirees. 
j. The government agency that regulates certain rental properties and 

transactions. 
k. An indigenous region of Panama. 
l. A lightweight shirt not tucked into pants worn by non-executive men 

around the office. 
m. An area of warehouses and shipping and distribution centers for the 

import and re-export of goods. 
n. An agreement between the buyer and seller once due diligence is 

completed to establish transfer of the property.  
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Notes: 
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An Introduction to Brazil 

 
Source: CIA World Factbook, www.cia.gov 

Located in eastern South America, Brazil borders the Atlantic Ocean on 
the east and several countries, including Venezuela, Colombia, Peru, 
Paraguay, and Uruguay on its north, west, and southwest sides. Major 
cities line the coasts and borders. Brazil is the largest country in South 
America, slightly smaller than the USA and divided into three time zones, 
including one for the Fernando de Noronha Islands. The climate is mostly 
tropical but temperate in the south. The country has 7,491 km of 
coastline. 

Portuguese is the official and most widely spoken language. Less common 
languages include English, Spanish, German, Japanese, and many 
indigenous languages. 

Brazil is a federal republic with 26 states and one federal district. 
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The States of Brazil 

State and Abbreviation Capital 

Acre (AC) Rio Branco 
Alagoas (AL) Maceió 
Amapá (AP) Macapá 
Amazonas (AM) Manaus 
Bahia (BA) Salvador 
Ceará (CE) Fortaleza 
Distrito Federal (DF) Brasilia 
Espírito Santo (ES) Vitória 
Goiás (GO) Goiânia 
Maranhão (MA) São Luís 
Mato Grosso (MT) Cuiabá 
Mato Grosso do Sul (MS) Campo Grande 
Minas Gerais (MG) Belo Horizonte 
Pará (PA) Belém 
Paraíba (PB) João Pessoa 
Paraná (PR) Curitiba 
Pernambuco (PE) Recife 
Piauí (PI) Teresina 
Rio de Janeiro (RJ) Rio de Janeiro 
Rio Grande do Norte (RN) Natal 
Rio Grande do Sol (RS) Porto Alegre 
Rondônia (RO) Porto Velho 
Roraima (RR) Boa Vista 
Santa Catarina (SC) Florianópolis 
São Paulo (SP) São Paulo 
Sergipe (SE) Aracaju 
Tocantins (TO) Tocantins 
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São Paulo, Brazil 

São Paulo is the largest city in Brazil, with almost 20 million people in the 
metropolitan area. The city has a high level of economic activity, with many 
skyscrapers and stock and commodities exchanges. The international financial 
center, Paulista Avenue, is shown below. 

 
Source: Wikipedia 
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A Strong Economy 

The economy of Brazil is the largest in South America and the ninth 
largest in the world in purchasing power parity GDP. The country is 
known as one of the “BRIC” economies—a term used to describe a set of 
rapidly developing economies that by 2050 could eclipse the combined 
economies of the current richest countries in the world. 

 

The World Economic Forum has noted the rapid evolution of Brazil’s 
competitiveness in the global marketplace, including policies to continue 
to open and liberalize the economy. Brazilian companies are rapidly 
becoming multinational, and the country has hundreds of trading 
partners. 

Energy 

The dynamic between energy supply and demand in Brazil is complex, 
and its implications move beyond simple explanations of government 
policy, natural resource reserves, or industry statistics. On the one hand, 
the country has large reserves of non-renewable resources such as oil, 
natural gas, oil shale, coal, and uranium. State-owned companies 
Petrobras and Eletrobrás are the major players in the sector, but since 
market liberalization in the late 1990s and early 2000s, many private 
companies have begun operations. On the other hand, the government 
has focused much of its attention on energy efficiency and renewable 
energy. Brazil is a top producer of hydroelectricity and ethanol, for 
instance. In the mid 1970s, the government initiated the Programa 
Nacional do Álcool (National Alcohol Program) to phase out gasoline-
powered cars in favor of ethanol-fueled vehicles. This program is 
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considered an enormous success, and flexible-fuel vehicles are the norm 
in Brazil. 

The growing energy demands of the expanding economy are placing 
stress on the government to adjust energy policy with minimal impact on 
the environment and indigenous populations. Real estate professionals 
should monitor Brazilian energy policy. Opportunities may arise from the 
participation of multinational companies in the energy market, while the 
development of energy infrastructure such as pipelines and dams may 
impact markets in specific areas. 

Brazil—The Rich Tapestry 

 
Brazilian Carnaval scenes in the city of Recife. Photo: 
Wikipedia/AgênciaBrasil 
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Caetano Veloso, a Brazilian musician who helped found the influential 
Tropicália style of music, a fusion of Brazilian pop, global rock, and 
African rhythms. Photo: Wikipedia 

 
Traders at the São Paulo Stock Exchange. Photo: Wikipedia 
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The Liberdade section of São Paulo, home to the second largest Japanese 
population in the world. Photo: Eyes on Brazil, 
www.eyesonbrazil.com/search/label/Geography 

Foreign Ownership of Real Estate 

The only restrictions on foreign and nonresident ownership of Brazilian 
real estate apply to international borders, some coastal lands, and rural 
properties. 

While foreigners may own urban or rural properties from abroad directly 
or through resident companies or partnerships, foreign individuals may 
only purchase real estate in rural areas if they intend to come live in 
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Brazil within three years from the date of purchase. A foreign company 
that purchases rural real estate must intend to use the property for 
agricultural, industrial, or settlement projects. The company must also 
have a purpose related to these activities. 

The Brazilian government is considering tighter restrictions on foreign 
ownership of agricultural land in order to shore up food security. This 
policy is pending. 

Financing 

While the Brazilian commercial mortgage market is still quite 
undeveloped, financial reforms that increased protections for lenders led 
to a new iteration of the residential mortgage market a few years ago. 
The market, while still a fraction of the ones in the USA and Canada, is 
growing. Lending was up 88 percent over a twelve-month period, 
according to a report by Obelisk. Interest rates are down. The Brazilian 
government has recognized the need for loans to alleviate the housing 
deficit, provide access to better homes for the upwardly mobile 
population, and foster foreign investment. It has indicated that interest 
rates will be adjusted to continue to boost lending. The recent creation of 
a secondary market is also expected to make mortgages more accessible 
and cost-effective. Caixa Economica Federal is Brazil’s largest 
lender.Foreign buyers who live and work in Brazil may obtain mortgages, 
but nonresident investors may have difficulty accessing the market. For 
this reason, cash transactions are still common. Economic growth has 
greatly increased demand, however, and further opening of the 
mortgage market to foreign investors for residential and commercial 
lending is likely. 

Commercial Real Estate 

With the booming economy, interest in the Brazilian commercial real 
estate market from global investors is intensifying. Developers, builders, 
and buyers are flocking to the country from all over the world, exploring 
the market and arranging partnerships with local investors. Particularly 
active markets, where office space is in high demand, rents are high, and 
vacancy is low, include São Paulo, Rio de Janeiro, Campinas, and Curitiba. 
There is still a shortage of Class A office space, so development and 
speculative acquisition will continue despite slowing in 2008-09. Rising 
rents are a primary investment stimulant. Rental rates rose by 17.7 
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percent in Rio and 15.9 percent in Sao Paulo over a twelve-month 
period—the highest increases globally.34

Market Drivers 

 

 Sports events: Brazil is 
hosting two major sports 
events in the near future: 
the 2014 FIFA World Cup 
and the 2016 Summer 
Olympics. Twelve cities will 
host World Cup games, with 
the final game in Rio de 
Janeiro. Rio is hosting the 
Olympics. 

These events will stimulate 
real estate development and 
investment. Infrastructure 
projects associated with the 
events will also change areas 
where the events are being 
hosted, likely making them 
more attractive to investors. 

 

 

World Cup and Olympics logos. 

Sources: FIFA, Rio 2016 

 Growth Acceleration 
Program: President Lula da 
Silva has initiated a national 
“growth acceleration 
program” to position Brazil’s 
economy for long-term 
success. The program is 
investing hundreds of 
billions of dollars in 
infrastructure 
improvements, 
modernization of energy 
production, and other 
projects. 

 

Work on the Santo Antônio Dam funded by 
the Growth Acceleration Program. 

Source: AgênciaBrasil 

 
                                                      
34 NuWire Investor, “USA Office Vacancy Rate Not Expected to Decline Until 2011,” 
www.nuwireinvestor.com 
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São Paulo Office Space Indicators 

Submarket Inventory* Vacancy 
Rate 

Gross 
Absorption* 

New 
Supply* 

Lease 
Rate† 

Downtown 362,400 3.2% 30,700 28,400 $14-27‡ 
Paulista 1,023,300 5.1% 18,300 8,800 $75-110 
Jardins 951,200 4.8% 20,200 -- $85-140 
Marginal 2,163,200 8.7% 53,500 6,500 $45-95 
Others 1,221,500 3.3% 25,800 -- $50-70 
General 
Market 
(incl. Class 
B) 

5,721,600 5.9% 148,500 43,600 $30-55 

Alphaville 394,300 23.2% 18,700 39,800 $14-140 
*Square meters 
†R$/square meter/month 
‡No Class A in area; figures apply to best space available. 
Source: CB Richard Ellis MarketView Office Market—São Paulo 

Rio de Janeiro Office Space Indicators 

Submarket Inventory* Vacancy 
Rate 

Gross 
Absorption* 

New 
Supply* 

Lease 
Rate† 

Downtown 1,714,600 3.1% 16,100 9,400 $100-150 
Botafogo 353,200 4.0% 5,200 -- $110-150 
Flamengo 51,500 0.0% -- -- $90-120 
Barra da 
Tijuca 

308,000 4.4% 1,700 -- $80-115 

South Zone 137,500 6.8% 3,800 10,800 $120-170 
Others 148,100 6.7% 600 -- $60-80 
General 
Market 

2,712,900 3.7% 27,800 20,100 $60-170 

*Square meters 
†R$/square meter/month 
Source: CB Richard Ellis MarketView Office Market—Rio de Janeiro 
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Residential Real Estate 

Brazil does not publish official statistics of home prices. Analysts are left 
to determine price trends from a variety of sources such as changes in 
lending, anecdotal reports, and unofficial statistics from real estate 
companies. Based on these indicators, the residential real estate market 
in Brazil is growing and has a tremendous upside. Rising incomes, 
government programs to alleviate the housing deficit for both purchased 
homes and rental units, and infrastructure investments to make areas 
more livable have led to high levels of construction and development. 

While there was a hiccup in the market with the financial crisis of 2008-
09, things picked back up with the announcement that Brazil would host 
the 2016 Summer Olympics. Cyrela Brazil Realty reported that prices 
increased 13 percent while the number of units sold rose by 28 percent 
over a one-year period.35

Second-Home Market 

 

The second-home market in Brazil is expected to grow. The infrastructure 
improvements associated with the World Cup and Summer Olympics as 
well as efforts by the Ministry of Tourism and the Brazilian Development 
Bank to fund the modernization and construction of hotels will draw 
visitors, and the natural beauty of Brazil may well entice them to 
purchase second homes. 

The coastal regions of the states in the northeast are already popular 
destinations with Europeans and Americans, while the region along the 
coasts of the states of São Paulo, Rio de Janeiro, and Florianópolis seem 
to be popular with wealthy Brazilians and other South Americans. 
Mountainous regions in the states of São Paulo, Minas Gerais, and Rio de 
Janeiro have traditionally strong markets for country homes.36

  

 

                                                      
35 Global Property Guide, www. globalpropertyguide.com 
36 “Brazil—Latin America’s Emerging Luxury Second Homes’ Location,” Knight Frank and 
Itacaré Capital 
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Global Demand for Luxury Second Homes in Brazil 

 
Source: “Brazil—Latin America’s Emerging Luxury Second Homes’ Location,” Knight 
Frank and Itacaré Capital 
 

Rental Property 

Brazilian landlord-tenant law is pro-landlord. The duration of eviction 
proceedings varies by state, although Brazilian courts tend to have large 
caseloads, which will likely draw out any suit. 

Leases 

 The initial rent may be freely agreed upon between tenant and 
landlord and must be specified in Brazilian Real. 

 Adjustments must occur annually based on an index agreed upon in 
the lease. Rent may not be linked to exchange rates or the minimum 
wage rate. 

 If no mechanism for adjustment was indicated in the lease, the 
parties may ask for the judicial revision of the rent, either up or down, 
based on fair market value, provided three years have passed since 
the lease was signed. 

 Deposits are typically three months of rent and must be returned to 
the tenant at the end of the lease. Rent may not be secured in 
advance unless the contract is for less than 90 days.  
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 Surety bonds and guarantors, or co-signors, are examples of 
permitted guarantees. Guarantors must possess at least two real 
properties. Landlords may ask for no more than one type of 
guarantee. 

 Leases usually have a minimum duration of 30 months. 

 The landlord may recover the property at the end of the lease with no 
obligation to renew and without providing an explanation. If no 
notification is given to the tenant, and the tenant remains in the 
property for more than 30 days, the lease is automatically renewed 
for an undetermined duration (regulations vary). 

 The lease may stipulate a penalty for violation of the contract, usually 
the equivalent of three months of rent. It is common to exempt the 
tenant from penalty if the tenant vacates early, provided it has been a 
year since the lease was signed. 

 Tenants have right of first option if the owner desires to sell the 
property. They have 30 days to express interest. 

 Tenants are strongly advised to verify that the property is titled. If the 
property is sold, and it has not been properly registered, the new 
owner is not obligated to honor existing leases. 

Professional Property Management in Demand 

The boom in demand for commercial space and the influx of 
multinationals into the Brazilian economy have created a strong demand 
for professional property management. Large, global companies, 
conscious of image and desirable of certain accommodations, will often 
occupy only Class A space, which is usually managed by experienced 
property managers. 

Licensing and Brokerage Practices 

License Requirements 

Real estate agents must be licensed after taking the Técnico em 
Transasões Imobiliárias (TTI) course, passing a state licensing exam, and 
enrolling with the Conselho Federal de Corretores de Imóveis (COFECI), 
through the CRECIs, the COFECI organizations at the state level. There are 
no requirements for further education. If an agent wishes to practice in 
another region, he or she must transfer enrollment. Enrollments do not 
need to be renewed periodically, but agents must pay an annual annuity 
to their CRECI.  
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The Real Estate Agent Law imposes a Code of Ethics and sanctions for 
violations ranging from fines to cancellation of license. Sanctions are 
imposed by CRECIs. Registered agents are given professional 
identification with individual CRECI numbers, useful for identifying 
qualified brokers. 

Company-level licenses are also available if real estate activities are 
written into the bylaws and the company is led and managed by an agent 
with an individual CRECI license. 

 

Listings 

Listings may be exclusive or non-exclusive. In order to publicly advertise a 
property, an agent must obtain exclusivity over a listing. Lack of 
exclusivity sometimes means that no agent has investigated title or 
encumbrances on the property. On the other hand, exclusivity limits 
advertising to internal clients and marketing systems. 

SECOVI’s Rede Secovi de Imóveis and COFECI’s Redimob are popular 
MLSs. Both portals offer detailed listings with photos, new media 
features such as RSS feeds, and the ability to establish individual profiles 
for social networking. 

TTI course Licensing 
exam

Enrollment 
with CRECI
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Rede Secovi de Imóveis—SECOVI 

 
Source: Rede Secovi de Imóveis, www.redesecovi.com.br 
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Redimob—COFECI 

 
Source: Redimob, www.redimob.com.br 
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Transaction Process 

In Brazil, as in Panama, foreigners may purchase titled properties or 
rights of possession. Again, titled properties are strongly recommended, 
and the points about the transaction process below apply only to titled 
properties. 

 Language: All legal documentation must be in Portuguese. It is 
advisable to have translations prepared. 

 Cadastro das Pessoas Fisicas (CPF) number: A CPF number, issued by 
the Brazilian revenue agency, is required to purchase and own real 
estate. The process of obtaining the number is fairly straightforward 
and involves submitting an application with a notarized copy of 
identification. Foreigners can apply through Brazilian consulates or 
through a Brazilian attorney. Anyone with a CPF number must submit 
an annual tax statement (or tax exemption statement), or the number 
will be cancelled. 

CPF Card 

 
Source: Wikipedia 

 Instrumento Particular de Compromisso de Compra e Venda 
(Purchase and Sale Agreement): This preliminary agreement outlines 
the terms and respective obligations of the transaction. 

 Sinal: Earnest money, the sinal, is included with this agreement. The 
sinal is normally 10-25 percent of the purchase price. The sinal does 
not bind the parties, and clauses to protect the buyer and return the 
sinal are common. Escrow is uncommon, although international 
services are available. 

 Matrícula: All properties constructed since December 1973 have a 
matrícula associated with them. This document lists important 
information, including: 

 Description 
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 Address and exact location 

 Past and present ownership 

 Mortgages 

 Judicial and legal actions such as easements or liens 

The matrícula may be obtained through the notary for a small fee 
(around US $7) and takes 3-5 days to obtain. An attorney should 
review this document carefully. In the absence of a matrícula, all 
previous and present titles should be obtained, as well as other legal 
documents associated with the property. A qualified attorney who 
speaks the native language of you and the buyer is highly 
recommended for this process. 

 Property inspection: Professional property inspection services are 
available in Brazil. 

 Closing: The buyer will need the following at the closing: the funds, 
photo identification, and CPF card. Both parties will sign the Escritura 
Publica de Venda e Compra (Public Deed of Sale and Purchase), the 
deed prepared by the notary, attorney, or both in conjunction. This 
document includes the legal description of the property, sale price, 
and closing costs and fees. 

 Escritura Registration: After closing, the notary or attorney must 
register the Escritura at the Cartório do Registro de Imóveis (Real 
Estate Registry Office). 

 Title insurance: International title insurance is available for Brazilian 
real estate transactions and highly recommended. Despite items to 
assist with due diligence such as the matrícula, errors may occur, and 
title insurance can indemnify the buyer against risks. 

 Total transaction time: About two months. 
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What the Real Estate Professional Should Know About 
Government 

The government of Brazil is a federal presidential representative 
democratic republic split into three branches—executive, legislative, and 
judicial. The president and vice president are elected jointly for one four-
year term, with the right to run for an additional four-year term. The 
president chooses 38 cabinet members who head various ministries and 
offices. The legislative branch consists of two chambers of the National 
Congress, the Senado Federal (Federal Senate), which has 81 seats, and 
the Câmara dos Deputados (Chamber of Deputies), which has 513 seats. 
The judicial branch is comprised of federal and state courts, each with 
different jurisdictions. At the federal level, there are courts of first 
instance, courts of second instance, and two superior courts. Brazil’s 26 
states have courts of first instance and courts of second instance. 

Brazil has had seven constitutions, the first in 1824. The current 
constitution was enacted in 1988 to democratize the country and 
includes provisions not normally part of such a document. For instance, 
social security and taxes are addressed in a statutory manner. 

The government of Brazil is committed to guaranteeing the country’s 
continued success in the global marketplace. Thus, policies conducive to 
real estate professionals, to grow the economy and spread opportunity, 
should continue. The major instance of protectionism is the proposed law 
to restrict foreign ownership of agricultural land. 
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The Brazilian Senate 

 
Source: Wikipedia 

 

Legal System 

The Brazilian civil code is largely based on the Portuguese civil system, 
which was derived from Roman tradition. While the civil system 
predominates, a 2004 amendment to the Brazilian constitution 
introduced a version of stare decisis, the use of precedent to decide 
cases. 

The division of jurisdiction between the federal and state courts means 
that any disputes involving contracts or transactions will be adjudicated 
at the state level. The 26 Brazilian states are divided into judicial districts 
called comarcas, which are composed of one or more municipalities. Each 
comarca has at least one court of first instance, which hears all criminal 
and civil cases. The judge decides all civil cases (juries are reserved for 
serious criminal cases). States also have courts of second instance, called 
Courts of Justice, to hear appeals. A panel of three judges presides over 
cases. Judges in the Courts of Justice oversee one another and can be 
expelled for unethical behavior. 
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Court of Justice in Recife 

 
Source: Wikipedia 

Economy and Business 

As shown throughout this chapter, Brazil has a booming economy with a 
tremendous upside. Major financial publications place it among the top 
places to invest, noting its stability, diverse economy, GDP growth, 
natural resources, and workforce. Brazil is fourth in consulting firm A.T. 
Kearney’s FDI Confidence Index®, an annual survey of global executives 
on investment destinations. 

Money from multinationals is flowing into the country. Wal-Mart 
invested US $809 million in Brazil in 2009, up more than a third over the 
previous year, and Coca Cola plans to increase investments by 75 percent 
to US $5.8 billion over the next five years.37

A Diverse Economy 

 Real estate investors will 
benefit from the growing mortgage market, construction to address the 
shortage of good homes, and development related to the World Cup and 
Olympics. 

Brazil’s economy is remarkably diverse, with surprising growth in a 
number of sectors. For instance, the country has a growing foothold in 
science and technology, with space exploration, aircraft manufacturing, 
carbon and sustainable fuel research, and telecommunications among its 

                                                      
37 “Investing in a Rebound: The 2010 A.T. Kearney FDI Confidence Index®,” A.T. Kearney 
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many activities in this area. At the same time, farming and cattle-raising 
contribute 27 percent to direct GDP and account for 42.5 percent of 
exports.38

Other contributors to the growing GDP include: 

 

 Steel 

 Textiles and apparel 

 Cement 

 Chemicals 

 Automobiles and other vehicles 

 Tourism 

 Food processing 
 

Luxair Embraer ERJ 145 (LX-LGI) 

An Embraer jet departing from London’s Heathrow airport. Embraer is a 
Brazilian aerospace conglomerate and the third-largest aircraft manufacturer in 
the world in terms of production. 

 
Source: Wikipedia  

                                                      
38 Brazilian Government Web site, www.brasil.gov.br 
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Technology and Communications 

The use of technology-based communications systems in Brazil is marked 
by disparity, with urban populations far more connected than rural. 
Overall, the country ranks in the top five in the world in cell phone use, 
Internet hosts, and Internet users. 

Brazil was the first nation in the world to have a completely electronic 
election in 2002, with 90 percent of the results tabulated within two 
hours, demonstrating the government’s interest in advancing access to 
these technologies, which it pursues through support of non-profit, 
academic, and corporate institutions. While the government has yet to 
achieve its goal of making cheap Internet access widely available to 
underserved parts of the country, increased involvement and investment 
by multinationals such as IBM, Motorola, and Nokia will help develop 
technology and communications beyond its current capacity. 

You should expect clients, customers, and colleagues in Brazil to have 
access to a wide range of technologies, and development of the industry 
may present opportunities. 

 

Real Estate and Business Taxes and Fees 

Real Estate Taxes and Fees 

Tax or Fee Amount Paid by 

Transfer Tax 2-3% Buyer 
Notary Fee 2-3% Buyer 
Land Registry Fee Approx 0.75% Buyer 
Legal Fees 1-2% Buyer 
Import Tax* 1% of funds Buyer 
Agent Commission 6% Seller 
Municipal Property Tax 0.5-4% of value Owner (Buyer) 
Federal Rural Property Tax‡ 0.03%-20% of 

value 
Owner (Buyer) 

*Applies to funds transferred from abroad. 
‡Only applies to certain rural properties. 

Sources: Global Property Guide, www. globalpropertyguide.com; International Living, 
http://internationalliving.com  
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Business and Income Taxes39

 Individual income tax: Residents are taxed at progressive rates from 
7.5-27.5 percent on worldwide income. Nonresidents are taxed at a 
flat rate of 27.5 percent on earned income and 15 percent on other 
income except dividends paid from a Brazilian entity, which are 
exempt from taxes. Nonresidents are only taxed on applicable 
Brazilian income. Certain deductions are allowed. 

 

 Inheritance tax: Varies by state. 

 Business income tax: Combined rate of various taxes is 34 percent. 

 Withholding tax: 15 percent on interest for nonresident corporations 
(25 percent if the corporation is registered in a tax haven), and15-25 
percent on royalties. 

 Branch remittance tax: None. 

 Individual capital gains tax: 15 percent. 

 Business capital gains tax: 15 percent on nonresident corporations 
on investments registered with the central bank (25 percent if the 
corporation is registered in a tax haven). 

 Value-added tax: Average of 20 percent federal depending on the 
product; 7-25 percent state. 

 Social security contributions: 8.5 percent of each worker’s wages 
goes to the Length of Service Guarantee Fund (FGTS); 20 percent goes 
to the public pension system. Employees contribute 7.65-11 percent 
based on salary categories. 

 Exemptions and incentives: Some exemptions and incentives apply to 
research and development and information technology projects. 

What the Real Estate Professional Needs to Know 

 Brazil has a strong, growing, diverse economy, and has been 
identified as a top country in which to invest. 

 While a new iteration of the residential mortgage market has 
increased lending, it is still difficult for foreigners to obtain 
mortgages. For this reason, cash transactions are common.  

                                                      
39 Deloitte Touche Tohmatsu, “International Tax: Brazil Highlights 2010” 
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 Market drivers of a healthy commercial real estate market include 
two upcoming sports events—World Cup football (soccer) in 2014 
and the 2016 Summer Olympics. The government’s Growth 
Acceleration Program, along with the overall strength of the Brazilian 
economy, also boosts the market. 

 While official statistics on home prices are unavailable, reports 
indicate that prices, sales, and construction are on the rise and the 
residential real estate market has a tremendous upside. 

 Professional property management is in demand in Brazil. 

 Real estate professionals must be licensed in Brazil. The industry is 
primarily regulated by CRECIs, the state-level COFECI organizations. 

 Brazil has some sophisticated MLS options called Rede Secovi de 
Imóveis and Redimob, with detailed listings, RSS feeds, and social 
networking tools. 

 The government seeks to expand access to Internet and 
communications technology, and urban markets have these 
technologies in place. Real estate professionals should expect clients, 
customers, and colleagues to use a variety of technologies. 

 The government, through pro-market policies and continued 
liberalization, is committed to growth of the Brazilian economy, which 
bodes well for the real estate market and real estate professionals 
practicing there. 

Doing Business in Brazil—Beyond the Basics 

Greetings 

Greet people in Brazil with a long, firm handshake with eye contact for 
hello and goodbye, and maintain eye contact throughout the 
conversation. Be sure to shake hands with everyone in a small group. 
Women often exchange “air kisses” when they meet, touching cheeks. 
People often stand close together when talking, and light touching on the 
arms or back is common. 

First names are often used quickly after meeting, but only use a first 
name after an associate has used yours first. Until then, use the father’s 
surname preceded by a title, “Senhor” or “Senhora.” “Doctor” is also used 
frequently, and not just for physicians or professors, but as a sign of 
respect. If you do not know how to pronounce someone’s name, just 
ask—it is much better to ask the pronunciation of a name than to get it 
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wrong. When writing someone, use the mother’s surname followed by 
the father’s. 

When exchanging business cards, take note of any marks on the cards 
you receive. Brazilian professionals often underline their preferred name 
or cross out titles if they do not wish to be addressed in such a manner. 
Have your cards printed in English on one side and Portuguese on the 
other, and underline the name you prefer. 

Attire 

Conservative dress is appropriate for conducting business in Brazil. June 
through August is Brazil’s winter, and dark suits are common in these 
months. Lighter colored suits are acceptable for the summer months of 
December through February, although dark suits are still common. Three-
piece suits are associated with executives. Men should choose nice but 
demure silk ties. Women should wear conservative dresses or pantsuits. 
Heavy makeup is uncommon. Avoid wearing green and yellow together, 
the colors of Brazil’s flag. Social wear is dressier in Brazil than most 
countries, so avoid shorts, baggy pants, or t-shirts. 

Appointments 

Long-term relationships are extremely important for success in the 
Brazilian market. Businesspeople in Brazil prefer establishing familiarity 
and friendly relationships before conducting business, and asking for a 
meeting with a stranger is not appropriate. Make appointments at least 
two weeks in advance. No matter how familiar you are with an associate, 
never drop in unannounced. 

Other considerations related to appointments follow. 

 Good appointment times are from 10 a.m. to noon or from 3 p.m. to 
5 p.m. 

 Schedule no appointments during Carnaval or at the beginning of 
Lent. 

 Always be punctual for appointments, even though you may have to 
wait for an associate to arrive at a meeting. 

 Meetings often run late, so schedule only one appointment per day; 
leaving early is considered rude. 

 Gift-giving for a first meeting is not necessary; formal appointments 
are generally not the time for gifts. 
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 At first, concern yourself with making a good impression and being 
likeable over charts and presentations. 

 Begin with casual conversation on topics such as football (soccer) and 
travelling; avoid talking about politics, poverty, religion, or the 
rainforest. 

 Treat Brazilians as equal partners, and extend the respect owed to 
the success of the Brazilian economy to the individuals with whom 
you are dealing. 

Business Practices 

 Do not transfer responsibility during a transaction; Brazilians prefer to 
deal with the same person or group of people throughout the course 
of a deal. 

 Signing paperwork is not an immediate priority after a verbal 
agreement is reached; it is expected that paperwork will be attended 
to at a later date. 

 Knock before entering an office or conference room and wait for a 
response; never knock and then enter. 

Business Dining 

The midday meal is the most substantial. A light meal is served at night 
unless there is a formal dinner. Restaurants are more common for dining 
than the home. If you dine in the home, send a thank-you gift of flowers 
to the hostess the next day. Bringing a small gift is also appropriate, 
especially something you know your host would appreciate or find 
interesting. 

When eating: 

 Do not use your fingers. 

 Cut all food with a knife, not a fork. 

 Rest the knife by placing the tip on the plate and the butt on the 
table. 

 Place the fork horizontally on the plate with the tines upward when 
finished. 

 Call servers by placing your hand out, palm side down, and curling 
your fingers toward you. 
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At dinners that are primarily social, business is usually discussed after 
coffee is served. Wait until your hosts discuss business before you do. If 
you are toasted, be sure to take a sip from your glass to avoid appearing 
rude, and plan to return a toast to the person who toasted you. 

A Few Taboos 

 The “O.K.” sign is considered an obscene gesture in Brazil. 

 Purple and black are associated with funerals, so avoid giving gifts in 
these colors. 

 Overly expensive gifts may be associated with bribery. 

 Do not make gifts of personal objects such as jewelry, wallets, or 
anything wearable. 

 Gifts of pointed objects such as letter openers may signal that you are 
attempting to sever the relationship. 

 Avoid asking personal questions (although associates may ask them of 
you). 

 Yawning or stretching in public is considered rude. 

 Enthusiastic conversation is the norm, and interrupting someone 
signals enthusiasm. 

 Keep your emotions in check; outward frustration or boredom is 
considered rude. 

 People from the USA should avoid referring to “America,” since Brazil 
is part of South America, and this reference could be seen as 
arrogant. Use the U.S., USA, or the United States instead. 

Visas 

Brazil requires a visa of most world visitors and all visitors from the USA. 
You must apply for a business or tourist visa through the Brazilian 
embassy or consulate in your home country before travelling to Brazil. 
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Key Contacts 

Sindicato das Empresas de Compras Venda Locação e Administração de 
Imóveis Residenciais e Comerciais de São Paulo (SECOVI-SP) 
Rua Dr. Bacelar, 1043 - Vila Mariana 
São Paulo - SP - 04026-002  
Brazil 
Phone: 55-11-5591-1300 
relacoesinternacionais@secovi.com.br 
Internet: www.secovi.com.br 
 
Conselho Federal de Corretores de Imóveis (COFECI) 
SDS Edifício Boullevard Center, salas 201/210 
Brasília-DF 
CEP 70.391-900 
Phone: 61-3321-2828 
Internet: www.cofeci.gov.br 
 
Brazilian-American Chamber of Commerce 
509 Madison Avenue, Suite 304 
New York, NY 10022 
Phone: 212-751-4691 
info@brazilcham.com 
Internet: www.brazilcham.com 
 
Brazil-U.S. Business Council 
1615 H Street, NW  
Washington, DC 20062 
Phone: 202-463-5485 
Internet: www.brazilcouncil.org 
 
USA Embassy in Brasília 
SES - Av. das Nações, Quadra 801, Lote 03 
70403-900 - Brasília, DF 
Phone: 55-61-3312-7000 
BrasiliaACS@state.gov 
Internet: http://brazil.usembassy.gov 
 
USA Consulate General Rio de Janeiro 
Av. Presidente Wilson, 147 - Castelo 
20030-020 - Rio de Janeiro, RJ 
Phone: 55-21-3823-2000 
acsrio@state.gov 
Internet: www.consuladodoseua-rio.org.br  
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USA Consulate General São Paulo 
Rua Henri Dunant, 500, 
Chácara Santo Antônio, 
São Paulo- SP, 04709-110 
Phone: 55-11-5186-7000 
acsinfosaopaulo@state.gov 
Internet: http://saopaulo.usconsulate.gov 
 
USA Consulate Recife 
Rua Gonçalves Maia, 163 - Boa Vista 
50070-060 - Recife, PE 
Phone: 55-81-3416-3050 
 
Brazilian Ministry of Tourism (Ministério do Turismo) 
Esplanada dos Ministérios 
Bloco "U" - 2º/3º andar  
Brasília, DF, Brasil 70065-900 
Phone: 61-2023-7887 
Internet: www.turismo.gov.br 
 
Notes: 

 

 

 

 

 

 

 

 

 
  



CIPS: The Americas & International Real Estate 

166 

 
Discussion Questions 

  
1. Now that you have been through the course, what countries are you 

interested in? Are they different from those you identified at the 
beginning of the course? 

   

   

   
2. What challenges do you anticipate based on what you have learned 

today? 

   

   

   
3. List three action steps you plan to take immediately to get started 

in the Americas market. 
 

    

    

    

   
4. What additional information do you need to take those steps?  
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An Introduction to the United States of America (USA) 

 

The United States of America (USA) is bordered by Canada to the North, 
Mexico to the South, the North Atlantic Ocean to the East, and the North 
Pacific Ocean to the West. It is the world’s third-largest country by size 
(after Russia and Canada), with a land area about half the size of Russia 
and more than twice the size of the European Union. 

The USA is comprised of 50 states, the District of Columbia, and the 
following territories: 

 American Samoa 

 Guam 

 Marianas 

 Puerto Rico 

 USA Virgin Islands 

Widespread immigration to the USA from many countries results in one 
of the most ethnically diverse and multicultural nations. 

Despite the deep economic downturn influenced by the real estate 
market and foreclosure crisis starting in 2008, the USA remains a world 
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leader in size and productivity and its fundamentals are sound. It 
continues to be an attractive option for foreign real estate investment. 

Foreign Ownership of Real Estate 

Real Estate and the USA Economy 

The real estate market is a major component of the USA economy. In the 
early years of this decade when other sectors faltered, real estate buoyed 
the USA economy. Conversely, factors such as the sub-prime mortgage 
crisis, falling home prices, and tight credit helped push the USA into a 
deep recession by mid-2008. 

Foreign investment, either direct or indirect through stock ownership, is 
important to USA economic health because it creates jobs, expands 
services, contributes to capital formation and flow, and helps to keep 
interest rates at favorable levels. 

Why USA Real Estate is a Good Buy 

Access to affordable capital, an organized market, regulatory protection 
of the right to own and transfer private property, and an orderly process 
for recording and transferring property ownership combine to facilitate 
the USA real estate industry. Additional reasons why USA real estate is a 
good buy include: 

 Buyers from countries with strong currencies realize a substantial 
“discount” on USA dollar-denominated purchases and purchase 
properties in the USA in order to build equity. 

 The USA real estate market provides a wide range of property types, 
locations, and prices whether commercial or residential. 

 Foreigners encounter few federal laws restricting the type, location, 
or value of property that they can purchase or own. 

According to the Association of Foreign Investors in Real Estate (AFIRE), 
the USA continues to be considered the country with the most stable and 
secure real estate investment opportunities and the leading market for 
capital appreciation, despite the recent turmoil in the USA economy.40

  

 

                                                      
40 2010 AFIRE Annual Survey, Association of Foreign Investors in Real Estate, 
www.afire.org/foreign_data/2010 
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Source: 2010 AFIRE Annual Survey, Association of Foreign Investors in Real Estate, 
www.afire.org/foreign_data/2010 

 

 
Source: 2010 AFIRE Annual Survey, Association of Foreign Investors in Real Estate, 
www.afire.org/foreign_data  
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Who Buys Real Estate in the United States? 

According to the 2010 NAR Profile of International Home Buying Activity, 
foreign investors with permanent residence outside the USA are 
estimated to have purchased US $41 billion in residential property within 
a twelve-month period, accounting for 4 percent of the market. Add in 
clients who are recent immigrants and temporary visa holders, and that 
figure goes up to US $66 billion, or 7 percent of the market. 

These figures alone attest to the importance of foreign investment to the 
USA economy and residential property market. They also demonstrate 
the opportunity available to global real estate professionals working in 
the Americas. Buyers from Mexico, Argentina, and Brazil represent a 
significant portion of that market, as seen in the table below. 

 
Source: 2010 NATIONAL ASSOCIATION OF REALTORS® Profile of International Home 
Buying Activity, NAR Research Division, Washington, D.C., www.realtor.org 
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Investors, vacation home buyers, and immigrants are the top foreign 
buyers of USA real estate. 

Buyer Overview 

Investors  Investors encounter few barriers and little scrutiny. 

 Large supply of investment-grade real estate from 
luxury hotels and prestige-location office buildings and 
retail, to more modest warehouses, shopping malls, 
apartment buildings, and condominiums. 

 When foreign buyers wish to liquidate their holdings, 
an active market and professionals to assist with 
finding qualified buyers facilitate an easy exit from the 
investment. 

Vacation 
Home Buyers 

 A significant number of buyers expect to rent the 
property, but most want the enjoyment of a vacation 
home (refer to “Intended Use” graph) 

 Preferred locations echo the preferences of USA 
natives. For example, attractive coastlines, a variety of 
resort-quality properties and locations, favorable 
climates, and convenient air travel to major global 
hubs (refer to “Percent of Transactions by State” 
graph). 

Immigrants  In the last decade of the twentieth century, the USA 
received more immigrants than during the great 
immigration wave of a century earlier. 

 More than 18 million legal immigrants have arrived 
since 1990, contributing almost 50 percent to the 
overall USA population growth (refer to the “Number 
of Immigrants to USA” graph). 

 About half of all immigrants to the USA settle in one of 
five gateway cities – New York, Chicago, Miami, San 
Francisco, and Los Angeles. 
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Source: 2010 NATIONAL ASSOCIATION OF REALTORS® Profile of International Home 
Buying Activity, NAR Research Division, Washington, D.C., www.realtor.org 

 

 
Source: 2010 NATIONAL ASSOCIATION OF REALTORS® Profile of International Home 
Buying Activity, NAR Research Division, Washington, D.C., www.realtor.org 
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Financing 

Types of Mortgages 

The majority of USA home buyers finance their homes with mortgages, 
typically 30-year fixed-rate loans. However, many other mortgage 
products are available to serve differing borrower needs and 
circumstances. For example: 

 Interest-only loans: borrower pays only interest for a fixed period of 
time, usually five to seven years. At the end of the term, the borrower 
must pay the balance in a lump sum or start paying off the principal. 

 Buydown mortgage: offers an initial discounted rate that gradually 
increases to an agreed-upon fixed rate, usually within one to three 
years. An initial lump sum payment reduces monthly payments in the 
first few years of the mortgage. 

 Graduated payment mortgage (GPM): offers low initial payments 
that gradually increase at predetermined times, which allows the 
borrower to qualify for a larger loan amount. Negative amortization 
occurs in the early years of the loan, but payoff of the principal 
accelerates during later years.  

 

 

Decade Number of Immigrants to USA 
(millions) 

1950s 2.0 

1960s 3.3 

1970s 4.4 

1980s 7.3 

1990s 9.3 

2000s 1.3 annually (projected) 
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 Convertible adjustable rate mortgage (ARM): option to convert to a 
fixed-rate mortgage at designated times, usually within the first five 
years on a specified adjustment date. The new rate is established at 
the current market rate for fixed-rate mortgages. 

 Fixed-period ARM: starts out with three to ten years of fixed 
payments. At the end of the fixed period, the interest rate adjusts 
annually. Fixed-period ARMs are often tied to the one-year Treasury 
Securities Index and have a first-adjustment cap. 

 Two-step mortgage: offers a fixed rate for a time period, usually five 
to seven years, after which the interest rate changes to a current 
market rate. After this one-time adjustment, the mortgage maintains 
the new fixed rate for the remaining term. 

 Option adjustable rate mortgage (Option ARM): targeted towards 
those with variable incomes, such as the self-employed and those 
who receive large year-end bonuses. Unfortunately, buyers could also 
use option ARMs to buy “more house” than they could otherwise 
afford; in these circumstances, borrowers can face default if interest 
rates rise. 

The determining factors are chiefly the length of time the borrower plans 
to own the property and the amount of monthly payment that is 
affordable. As a result of the 2008-09 economic downturn, lenders have 
tightened lending criteria and loan qualification is subject to increased 
scrutiny. While down payment amounts vary with the loan program, 
many lenders require 20 percent down to eliminate the need for 
mortgage insurance. FHA (Federal Housing Administration) loans have 
gained prominence in the market due to their low down payment 
requirements. 

How to Make a Mortgage Payment 

A mortgage is paid in monthly installments by a specified date. The 
payment includes a portion of the principal, interest, property tax, and 
mortgage insurance (PITI). Real estate taxes are held in an escrow 
account and paid by the lender to the taxing body. Borrowers typically 
receive a monthly statement from the lender or a coupon book, and one 
coupon per month is mailed with the payment. In the early years of a 
mortgage, most of the payment is applied to interest; as the mortgage 
matures, the amount applied to the principal increases. The borrower can 
make additional payment to the principal at any time; most mortgages 
allow early pay-off without penalty. 
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Three Reasons for Mortgage Pre-Approval 

1. Helps the real estate professional know which houses to show. 
 
2. Facilitates closing the transaction and paying the commission. 
 
3. Reveals potential problems that might make obtaining a loan difficult. 

 
 

Photos: ©iStockphoto.com/DNY59 and ajcasanova 

Method of Property Purchase 

Foreigners are much less likely to take out a loan in order to buy a USA 
property for a variety of reasons. For example, buyers may: 

 Experience difficulty obtaining a mortgage 

 Be unable to avail themselves of the tax benefits of mortgage interest 
deductions 

 Be pooling family money, eliminating the need for a mortgage 
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Source: 2010 NATIONAL ASSOCIATION OF REALTORS® Profile of International Home 
Buying Activity, NAR Research Division, Washington, D.C., www.realtor.org 

Foreclosures 

Beginning in 2007 problems with subprime mortgages caused a sharp 
increase in property foreclosures. Foreclosure is the forced sale of a real 
property to repay a debt. Indebtedness includes mortgages, unpaid 
property taxes, builder and mechanic liens, or even delinquent income 
taxes. In some circumstances, the sale may result from property seizure 
and forfeiture due to criminal activities. 

Foreclosure proceedings are either judicial or non-judicial: 

 Judicial proceedings: tend to favor the borrower because they take 
longer to accomplish and the outcome is dependent upon a court 
decision. The lender must initiate and win a lawsuit in order to force a 
foreclosure. However, most states allow summary judgment, which is 
a brief overview of the facts followed by a decision instead of a full-
blown courtroom trial. 

 Non-judicial proceedings: are more expedient because no court 
action is involved and the outcome is predetermined. The borrower 
pre-authorizes a property sale in the loan document which is usually 
in the form of a trust deed. The power-of-sale clause orders 
foreclosure upon default. It grants a trustee the right to sell the 
borrower’s property when notified by the lender that the loan is in 
default. Twenty-seven states currently use non-judicial foreclosure. 
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Why is it important to know whether a state uses judicial or non-judicial 
foreclosure proceedings? Because it determines the procedures, the 
duration, and the outcome of the process. 

Another factor is lien, title, and intermediate theory, which refers to the 
type of ownership of mortgaged property. Theory-type determines pre-
foreclosure property ownership, foreclosure procedures, and likely 
duration of the proceedings. Although states vary, foreclosure in title-
theory states generally occurs through a non-judicial proceeding, while 
lien-theory state foreclosure proceedings require judicial actions. 
Currently, 30 states use lien theory and 20 use title theory. 

 Lien theory state: the deed is in the borrower’s name and the lender 
places a lien on the property through the mortgage instrument. Lien 
theory tends to favor the borrower because the required judicial 
foreclosure proceeding takes more time than a non-judicial one. 

 Title theory state: the lending institution holds title to the property in 
the borrower’s name through a deed of trust. The title remains in the 
name of the lender until the loan is paid in full. Some states, like 
California, do not record mortgages; instead these states record a 
deed of trust. Title theory tends to benefit the lender because a 
foreclosure is a non-judicial proceeding that is quicker than a judicial 
proceeding. 

 Intermediate theory: combines lien and title theory. Ownership is 
held jointly between the lender and borrower. The borrower’s name 
appears on the title as owner, but ownership transfers immediately 
to the lender upon default. 
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T – Alabama  
T – Alaska  
T – Arizona  
T – Arkansas  
T – California  
T – Colorado  
L – Connecticut 
L – Delaware  
T – District of Columbia 
L – Florida  
T – Georgia  
T – Hawaii 
T – Idaho 
L – Illinois  
L – Indiana  
L – Iowa  
L – Kansas  
L – Kentucky  

 
L – Lousiana 
L – Maine  
L – Maryland  
T – Massachusetts 
T – Michigan  
T – Minnesota  
T – Mississippi  
T – Missouri  
T – Montana  
T – Nebraska  
T – Nevada  
T – New Hampshire 
L – New Mexico 
L – New York 
L – New Jersey  
T – North Carolina  
L – North Dakota  
L – Ohio  

 
T – Oklahoma  
T – Oregon  
L – Pennsylvania  
T – Puerto Rico 
L – Rhode Island 
L – South Carolina 
T – South Dakota 
T – Tennessee  
T – Texas  
T – Utah  
L – Vermont  
T – Virginia  
T – Washington  
T – West Virginia 
L – Wisconsin  
T – Wyoming  
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Commercial Real Estate 

Overview and Outlook 

There is no doubt that the USA recession of 2008-09 had profound effects 
on the commercial real estate market. According to the 2010 National 
Association of REALTORS® Commercial Overview and Outlook Report, the 
commercial real estate markets continue to lag the recovery of the Great 
Recession. Property prices, sales, and demand have declined, while 
foreclosures, rent reductions, and vacancies have been on the increase. 
Furthermore, loan defaults, distressed properties, and difficulties 
obtaining financing are current realities. 

While the report cautions that both the USA economy and commercial 
real estate continue to face risks, NAR forecasts a gradual recovery of the 
commercial real estate market over 2010-11, on a lagged basis. 

 
Source: 2010 NATIONAL ASSOCIATION OF REALTORS® Commercial Real Estate Overview 
and Outlook, NAR Research Division, Washington, D.C., www.realtor.org 
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Residential Real Estate 

Housing Prices 

The 2008-09 USA recession affected the residential real estate market as 
well. Home prices plummeted, sales declined, and there was a sharp 
increase in property foreclosures. According to Global Property Guide, 
USA home prices fell by between 1 to 11 percent in 2009. Additionally, 
they report that the number of new single family homes sold in 2009 
decreased by 23 percent from 2008, and mortgage delinquencies surged 
60 percent41

 

. 

Source: Global Property Guide, www.globalpropertyguide.com 

A June 2010 press release on existing-home sales from NAR reported that 
existing-home sales remained at elevated levels in May 2010 on buyer 
response to the first-time home buyer tax credit, characterized by 
stabilizing home prices and historically low mortgage interest rates. 
While optimistic, NAR expects home sales to decline from the spring 
surge, and notes that job growth, foreclosure level, and price 
performance will be keys to performance for the remainder of 201042

  

. 

                                                      
41 April 8, 2010, Global Property Guide, “US housing market-not looking so hot,” 
www.globalpropertyguide.com 
42 June 22, 2010, NATIONAL ASSOCIATION OF REALTORS® Press Release “May Shows a 
Continued Strong Pace for Existing-Home Sales,” www.realtor.org 
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Rental Property 

USA laws and practices typically favor the rights of tenants over those of 
landlords. In general, rents are freely negotiated with the exception of 
rent control ordinances in some communities of California, Washington 
D.C., New Jersey, and New York.  

State requirements vary in terms of security deposits, contracts, and 
eviction procedures. City and local councils can also pass their own 
regulations, as long as they are not more lenient than federal and state 
legislation. In general, www.globalpropertyguide.com reports that: 

 For those states with statutory limits on security deposits, deposits 
typically range from 1 month’s rent to 3 ½ month’s rent. Most states 
require that the security deposit be placed in a bank, separate from 
the landlord’s account, but states vary on procedures for returning 
the deposit, and if needs to be returned with interest.  

 There are two main tenancy agreements, a lease (fixed term, rent, 
and provisions) and a rental agreement (short period of time, renewal 
automatic, provisions can change with advance notice). 

 Rent is usually paid monthly, in advance. 

 Eviction procedures differ in each state, but the basic principles are 
similar and should be handled with caution to protect the legal 
interests of the landlord. 

Multiple Listing Service (MLS) 

The multiple listing service (MLS) is the foundation of an efficient real 
estate market in the United States. The MLS is a business-to-business 
cooperative through which brokers share information on listings and 
extend a unilateral blanket offer of compensation. In most cases, 
consumers can browse property listings online. Multiple listing services in 
the USA benefit real estate professionals, buyers, and sellers by creating 
efficient and orderly markets. The National Association of REALTORS® 
defines policies for REALTOR® association MLS operations.  
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Multiple Listing Service Web site Consumer Access 
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CommercialSource, NATIONAL ASSOCIATION OF REALTORS® 

 

 
Source: CommercialSource, www.CommercialSource.com 

Commercial Information Exchanges and CommercialSource 

Commercial information exchanges (CIE) operate currently in 34 states. 
These are Internet-based commercial property listing services operated 
by local associations to serve the market area. Not all CIE participants are 
REALTORS® (NAR members) nor are all CIEs REALTOR® association 
services. CIEs publish property listing information but neither extend a 
unilateral offer of compensation nor accept only exclusive right-to-sell or 
exclusive agency listing agreements. However, participants do agree to 
abide by certain operating policies and business practices and arbitrate 
compensation disputes. 

CommercialSource, at www.CommercialSource.com, is owned by the 
National Association of REALTORS®. Listings come from individual 
licensed real estate agents and data content providers, including nearly 
100 REALTOR® Association MLSs, CIEs, and real estate brokerages. The 
site aggregates the commercial listings from their databases and provides 
national exposure as a service to them. 
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Licensing and Brokerage Practices 

The Real Estate Licensee 

Real estate brokers and agents are licensed by the states or territories in 
which they do business; there is no federal licensing of real estate 
professionals and little reciprocity between states. Although there is a 
high degree of uniformity of regulations, each state or territory (including 
Puerto Rico, USA Virgin Islands, District of Columbia, and Guam) 
maintains its own licensing criteria, laws, and continuing education 
requirements. An appointed commission oversees real estate licensing 
and regulatory activity within the state. Real estate brokers and agents 
may hold licenses in more than one state and many do in areas where 
markets overlap state borders, such as the Washington D.C. metro area. 
Only licensed real estate professionals may receive a commission. 

Compensation 

The traditional compensation model is a commission, a percentage of the 
sales price, paid by the seller and split 50/50 between the listing agent 
and the agent who has found a buyer. Each agent’s portion is termed a 
transaction “side.” Agents maximize profitability by selling their own 
listings and receiving the entire commission, both sides. 

Commissions and fees are always negotiable. There is no standard 
commission percentage or fee. Federal antitrust law prohibits an 
association of REALTORS®, MLS, or group of brokers from publishing, 
suggesting, or even implying a schedule of commissions or fees. Because 
penalties for antitrust law violations are so severe, USA real estate 
professionals will quickly squelch any discussion of “standard” 
commissions; percentages do not appear on preprinted forms. 

Another mode of compensation is the referral fee. In the USA it is 
common practice for a real estate professional to refer a client, buyer or 
seller, to a colleague when the transaction is based in a different state or 
market, or requires specialized expertise. When the transaction closes, 
the receiving agent pays a referral fee to the referring agent. The referral 
fee, which is agreed to in advance, is usually a few percentage points of 
one transaction side.  
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Agency 

If no agency agreement exists, no one is on your client’s side and looking 
out for their interests. The distinctions between client and customer and 
types of relationships are important because they determine the real 
estate professional’s duties and responsibilities, the legal relationship, 
disclosures, confidentiality of information, and negotiations. 

 Client: The client is the party43

 Customer: The customer is the person in the transaction with a non-
agency relationship to other parties in the transaction. For example, 
the buyer is the customer of the seller’s agent; the seller is the 
customer of the buyer’s agent. The real estate professional owes less 
responsibility to a customer than to a client. 

 in the transaction to whom the real 
estate agent has a fiduciary and legal obligation. The agent represents 
and acts on behalf of the client (buyer or seller). The client 
relationship can exist with or without a written contract according to 
state law. 

 Broker: A real estate firm principal. Real estate agents work under the 
broker’s supervision. The term may refer to the business entity or to 
an individual licensed to run such a business. 

 Agent: A party who is authorized to act in the best interests of a client 
and is obligated to place the client’s interests before those of any 
other parties, including the agent’s own interests, regardless of 
whether the client is a seller or buyer. 

 Transaction Broker: In states that permit a non-agency relationship, 
the real estate licensee acts in a neutral non-fiduciary capacity for 
both parties to a transaction. Neither the buyer nor seller is the client 
of the transaction broker or facilitator; both are customers. 

 Finder: A non-fiduciary only introduces, for a finder’s fee, the parties 
involved in a transaction. 

USA real estate practitioners refer informally to the above distinctions 
and relationships as “agency.” 

NAR policy states that disclosure of agency relationships should be 
meaningful, written, and timely. Timely agency disclosure allows a buyer 
or seller to make an informed decision.  

                                                      
43 The “party” can be an individual, co-owners, a partnership, a corporation, an estate, 
or other legal entity. 
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How agents work with consumers—what they can or cannot, should or 
should not, and must or must not do—depends on the relationship 
between the brokerage and each consumer. States differ in the types of 
permitted relationships, and the broker’s office policy may further define 
agent relationships with consumers. The basic relationship types include: 

 Single Agency: broker works for only one client in a real estate 
transaction. 

 Dual Agency: when an individual or brokerage company represents 
both the seller and buyer (varies by state regulation and brokerage 
firm policies). 

 Designated Agency: allows real estate brokerage companies to 
designate one licensee in the company to represent the buyer (or 
tenant) and another licensee to represent the seller (or landlord) in 
the same transaction. 

 Disclosed Dual Agency: occurs when same agent represents both the 
buyer and seller. 

 Facilitator Transaction Broker: some states allow a real estate 
licensee to act as a neutral non-fiduciary facilitator who brings 
transaction parties together but represents neither party as a client. 

Escrow 

Escrow is a legal device that facilitates a real estate transaction and 
ensures that no property or money changes hands until the transaction is 
complete. It can be created by a separate contract or within the sales 
contract itself. Specific policies and procedures vary by state. 
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What the Real Estate Professional Should Know about 
Government 

The USA government is a democracy, made up of three separate but 
equal branches promoting a system of checks and balances. 

 Executive: represented by the President of the United States who 
implements the laws. 4-year terms (maximum of 8 years). 

 Legislative: represented by Congress who makes the laws. Congress is 
comprised of two branches: 

 USA Senate: 2 from each state; 6-year terms (100 total 
senators) 

 House of Representatives: representation for each state varies 
by state population; 2-year terms (435 total representatives) 

 Judicial: represented by the USA Supreme Court, which interprets the 
USA Constitution. 

There are two primary political parties, the Democratic Party and the 
Republican Party. In general, the Democrats embrace a liberal philosophy 
while the Republicans embrace a conservative philosophy. There are also 
a variety of other parties with less power and electoral success. 

Legal System 

The USA legal system is a federal court system based on English common 
law, where court decisions create precedent. Each of the fifty states 
retains significant independence with their own unique legal systems. 
Both the national government and each state government are divided 
into executive, legislative, and judicial branches. The USA constitution, as 
well as individual state constitutions, defines broad powers and a system 
of checks and balances among the branches. The real estate professional 
must be aware of federal, state, and local legislation that affects real 
estate practices. 

Economy and Business 

Overview 

The CIA World Factbook provides the following overview of the USA 
economy: “The USA has the largest and most technologically powerful 
economy in the world, with a per capita GDP of US $46,400. In this 
market-oriented economy, private individuals and business firms make 
most of the decisions, and the federal and state governments buy needed 
goods and services predominately in the private marketplace. USA 
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business firms enjoy greater flexibility than their counterparts in Western 
Europe and Japan in decisions to expand capital plant, to lay off surplus 
workers, and to develop new products. At the same time, they face 
higher barriers to enter their rivals’ home markets than foreign firms face 
entering USA markets. USA firms are at or near the forefront in 
technological advances, especially in computers and in medical, 
aerospace, and military equipment; their advantage has narrowed since 
the end of World War II.44

Real Estate and Business Taxes and Fees 

” 

Transaction Costs 

Closing signifies the end of the transaction where money is exchanged. 
Buyers and sellers can expect the following costs: 

Buyer Seller 

 Mortgage application fees and 
points 

 Credit report fee 

 Inspection and appraisal fees 

 Plat sketch 

 Homeowner’s insurance premiums 
(first year prepaid) 

 Transfer tax (payable by seller or 
shared) 

 Title examination and recording 
fees  

 Title insurance policy 

 Escrow fees 

 Attorney’s fees 

 Closing fees 

 Prepaid interest (from closing date 
to 30 days prior to first mortgage 
payment) 

 Abstract or title search fee 

 Loan payoff fees 

 Deed preparation 

 Sales commission (payable by the 
buyer or shared) 

 Title insurance 

 Repairs as agreed per the contract 
or cash payment in lieu of repairs 

 Transfer tax 

 Attorney’s fees 

 Closing fees 

 

 

  
                                                      
44 CIA World Factbook, www.cia.gov. 
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A HUD-1 form is a settlement document that shows the breakdown of 
costs paid by the buyer and seller at closing. It is a picture of the money 
flowing into and out of the transaction and is required for any transaction 
that involves a federally insured mortgage, such as FHA financing. The 
form is published by the federal USA Department of Housing and Urban 
Development (HUD). 

Real Estate Taxes and Fees 

Tax or Fee Amount Paid by 

Title Search and Insurance 0.5-1.0% Buyer 
Recording Fee 0.2-0.5% Buyer 
Legal Fees 0.5-1.0% Buyer 
Legal Fees 0.5-1.0% Seller 
Real Estate Transfer Tax 0.01%-2.0% Seller (Varies) 
Municipal Property Tax Varies Owner (Buyer) 
Source: Global Property Guide, www.globalpropertyguide.com 

 

Taxpayer Identification Number 

In order to transact real estate business in the USA, a Taxpayer 
Identification Number (TIN) is required. For USA citizens and residents, 
the Social Security Number (SSN) serves this function. Those who are not 
eligible to receive an SSN can apply for a TIN by completing IRS Form W-
7, “Application for IRS Individual Taxpayer Identification Number.” 
(www.irs.gov). Processing time for a TIN takes several weeks—allow 8 to 
10 weeks, and be sure to apply well in advance of a planned transaction. 

State and Municipal Real Estate Tax 

Real estate as an asset is taxed by states and municipalities. Real estate 
property taxes are calculated based on assessed value, which may differ 
significantly from the fair market value, purchase price, or appraised 
value. The property tax formula is usually a set dollar amount per 
thousand of assessed value or a percentage of the assessed value. 

Real estate property tax is paid in arrears, which means tax paid in one 
year actually covers the previous year’s ownership. If the property is 
mortgaged, a portion of the annual tax is included in each loan 
installment payment and held in escrow. The mortgage company pays 
the real estate tax from the escrow account directly to the taxing 
authority. If the property is not mortgaged, the owner pays the taxes to 
the taxing authority. Usually a bill for the taxes is sent to the property 
owner periodically, such as twice a year or quarterly. Annual real estate 

 

 



7. Optional USA Chapter 

191 

tax is an important element to consider when calculating the cost of 
ownership and return on investment. 

Another common state tax, and sometimes municipal and county as well, 
is a transfer tax on real estate transactions, assessed when real property 
changes ownership. This is usually calculated based on the sales price of 
the property, typically a specified amount per US $100, $500, or $1,000 
of the purchase price; for example, transfer tax in Colorado is US $.01 per 
$100 of value; transfer tax in Chicago, Illinois is US $4.50 per $500 with 
$3.75 going to the city, $0.25 to the county, and $0.50 to the state. For a 
high-priced property, transfer tax can add a significant amount to the 
closing costs. Either the buyer of seller, or both, may pay transfer tax. 

State and Federal Estate Tax 

The estates of foreign owners of USA real estate are subject to federal 
estate tax on assets in the USA. Some states also impose estate tax on 
assets or inheritance tax on bequests received by heirs. The federal 
estate tax exemptions are less than for USA citizens and residents. A 
surviving spouse who is not a citizen of the USA, which includes resident 
aliens, are not eligible for the estate tax marital deduction, which 
essentially allows a residence to pass to the surviving spouse free of 
estate tax. The federal estate tax has been gradually phasing out until 
complete repeal in the year 2010; however, the legislation authorizing its 
repeal will expire at the end of 2010, which means the tax returns in full-
force in 2011 unless the federal legislature acts to extend the repeal or 
make some other provision. Real estate professionals and foreign 
property owners should monitor USA estate tax developments. 

Federal Income and Capital Gains Tax 

The primary determinant of how federal income and capital gains tax 
laws apply to foreign real estate owners is whether or not they are USA 
residents or nonresident aliens. For tax purposes, a foreign person is an 
alien (non-citizen) who does not reside in the USA or a foreign 
corporation organized under the laws of a foreign country. 

 USA Citizen: Taxed on worldwide income; credits are allowed for 
foreign taxes paid. 

 Resident Alien: Taxed on worldwide income; credits are allowed for 
foreign taxes paid. 

 Nonresident Alien: Taxed only on USA-sourced income (USA real 
property transactions are considered sourced in the USA).  
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 These definitions are different than the classifications for 
immigration, and tax treaties may override these rules. 

If a nonresident foreign person conducts a trade or business in the USA, 
tax is imposed on all taxable income connected with that trade or 
business, similar to income earned by USA residents. 

Income that is not connected with a USA trade or business is exempt 
from USA tax, unless it originates from sources within the United States 
and falls within certain classes of income. These designated classes of 
taxable income generally include passive investment income, such as 
dividends, interest, rents, and royalties. Capital gains on the sale of stock 
and other income realized on the sale of property, other than USA real 
property, are not usually taxed. However, the capital gain on the sale of 
USA real property is taxable, regardless of the length of time a person has 
been in the United States. Treatment of depreciation and net operating 
losses differ according to classification of the property. 

A 30 percent withholding tax is required on all investment-type income 
earned by a nonresident, unless the tax-withholding rate is affected by a 
tax treaty. Passive investment income is also subject to withholding of 30 
percent of gross income. No deductions are allowed except if rental 
income is connected to a USA trade or business, in which case it is taxed 
as if received by a USA citizen. IRS regulations require payment of the 
withheld tax within 20 days after the transaction. Withholding rates and 
tax treatment may alter the tax treaty between the USA and the real 
estate investor’s home country. Investors should monitor tax treaties 
because they change frequently. 

A nonresident alien who is not engaged in a USA trade or business may 
choose taxation on a net basis with respect to USA income. 

1031 Tax Deferred Exchanges of Real Estate 

Foreign individuals (nonresident aliens) and companies that own income 
or investment property in the USA may take advantage of 1031 tax 
deferred exchanges. The transaction does not require USA citizenship or 
residency for either party, but both the exchanged and relinquished 
properties must be located in the USA. 

Capital gain on the sale of real estate is always taxable. If a client wants 
to dispose of greatly appreciated property, subject to hefty capital gains 
tax, and reinvest in USA property, a 1031 tax deferred exchange offers 
advantages. Tax deferred exchanges are very complex transactions and 
require the involvement of experts, particularly a qualified intermediary.  
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Four Basic Rules of 1031 Exchanges 

1. Property must be held for investment or productive use in trade or 
business; dealer property does not qualify. 
 
2. Property must be exchanged for like-kind property. 
 
3. Replacement properties must be identified within 45 days after the 
relinquished property is transferred. 
 
4. The exchange must be completed (replacement property received) by 
the earlier of 180 days or the tax return due date. 

Foreign Investment in Real Property Tax Act (FIRPTA) 

The IRS views the capital gain of a nonresident alien or foreign 
corporation on the disposition of a USA real property interest as 
effectively connected with a USA trade or business, even if the property 
is a wholly passive investment and has generated no income during the 
holding period. In brief, FIRPTA states that if a USA real property is 
purchased from a foreign person, the buyer or a withholding agent must 
withhold 10 percent of the purchase price and remit it to the IRS within 
20 days of the transaction. A withholding agent who does not withhold 
and remit the required amount is liable for the tax; this can have very 
serious consequences, particularly when large sums of money are 
involved. The transaction closing procedures may include completion of 
FIRPTA withholding and reporting requirements. 

What the Real Estate Professional Needs to Know 

 It is important to divulge financial information to the real estate agent 
and the finance company in order to help determine price range and 
eligibility for financing. 

 Payments should be made by cashiers or bank check. A cash deal 
means that no financing is involved, not the use of actual currency. 
Large amounts of cash raise suspicions of money laundering or other 
illegal activities. 

 A Taxpayer Identification Number (TIN) and proper immigration 
and/or visa documents are essential. Although property ownership is 
not tied to immigration or visa status, personal enjoyment of the 
property is. It is important to allow adequate processing time for 
immigration or visa paperwork. Clients and customers should contact 
the USA Consulate in their home country to learn about visa 
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requirements and fees (www.state.gov). A brief overview of key 
concepts follow: 

 I-94 form: when foreign visitors arrive in the USA, they are 
issued an Arrival-Departure Record, commonly referred to as 
an I-94 form. 

 US VISIT Program: all foreign visitors are screened at 
admission to the USA and enrolled in the Department of 
Homeland Security US VISIT program. This involves a digital 
fingerprint scan and photo. 

 Visa Waiver Program: currently 27 countries participate in the 
Visa Waiver Program (VWP) where citizens of these countries 
may travel to the USA for business or pleasure without a visa 
and stay for 90 days. 

 Other visa categories include: 

 B-1 Business Visa 

 B-2 Pleasure/Tourism Visa 

 L-1 Intra Company Transferee 

 B-1 Treaty Trader 

 E-2 Treaty Investor 

 EB-5 Million Dollar Investor 

 H1-B Temporary Professional Worker 

 O1 and P1 Extraordinary 

 The USA Department of Treasury Office of Foreign Asset 
Control (OFAC) maintains a Specifically Designated Nationals 
(SDN) list of individuals and blocked Persons who are not 
permitted to enter the United States. The list is available at 
the OFAC Web site: 
www.trea.gov/offices/enforcement/ofac/sdn. 

 Real estate is regulated at the state or municipal level. The 
transaction process is very structured; the buyer or seller must 
complete all process steps in the prescribed sequence. 

 It may be necessary to move quickly and decisively when the right 
property is found. 

 The purpose of a property disclosure is to enable the buyer to make 
an informed decision about a property purchase. Many states require 
that sellers complete a property disclosure form to inform the buyer 
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of the material facts about property condition, although specific 
disclosure requirements differ among states. Elements to disclose 
may include lead-based paint, Megan’s Law information (convicted 
sex offender registry), asbestos, radon, and so forth. 

 Due diligence, or the examination of a property and related 
documents to verify actual condition, assess risks, and ensure that the 
deal can close as foreseen, is a critical component of the transaction. 
Involvement of an attorney is a customary action, as is a title search 
and property inspection. 

 Other professionals such as attorneys, inspectors, notaries and so 
forth will be involved in the real estate transaction. 

 Confer with a tax planner in the home country to avoid double 
taxation on income property and capital gains, and be sure to 
research tax treaties, which change frequently. 

 Commercial investors should consider obtaining letters of 
recommendation from their home bankers stating the intent to 
purchase real estate and describing in general terms their financial 
qualifications and availability of a line of credit. 

 Following are three important federal laws to be aware of. 

 Antitrust laws are intended to prevent unfair competition such 
as price-fixing, monopoly arrangements, or boycotts. Antitrust 
law makes it illegal for a real estate association or group of 
brokers to collude to set standard commission rates or 
percentages. 

 The Real Estate Settlement Procedures Act (RESPA), which 
addresses abusive practices such as hidden kickbacks, closed 
business arrangements, and referral fees between settlement 
service providers. The basic principle is that it is illegal to give 
or receive something of value in exchange for the referral of 
settlement service business. This prohibition includes gift 
giving. 

 Fair Housing Law which mandates equal opportunity in 
housing. The federal law prohibits discrimination in housing, 
sales or rental, on the basis of race, religion, color, familial 
status, gender, handicap, or national origin. Some states and 
municipalities have adopted additional protected classes such 
as sexual orientation, source of income, or military discharge 
status.  
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Doing Business in the USA—Beyond the Basics 

Multiple Cultures 

It is important to realize that the USA has many different cultures based 
on regional differences as well as ethic influences. For example, northern 
and eastern states tend to have a quicker pace of life and business than 
southern and western states, which have a more relaxed and casual pace. 
However, despite regional differences, some common attitudes and 
behaviors shape USA business culture and behavior. 

Egalitarianism 

The enduring idea of egalitarianism pervades the spheres of government, 
law, academia, civic life, business, and social interactions. Americans 
believe in equality of all and an action, behavior, or statement that goes 
against this basic value will likely engender a negative reaction or at the 
very least disapproval. 

Consequently, little or no deference is paid on the basis of social status, 
wealth, age, family connections, or position. First names are a common 
form of address between business and social acquaintances, including an 
elder or business superior, even when first introduced. Many USA 
businesspeople have experienced foreign travel or international business 
and are aware of other cultures’ use of titles and surnames. However, 
use of first names is common practice and not a sign of disrespect. 

Closely related to egalitarianism is the idea of fairness. In business as well 
as personal, civic, and social interactions, fairness is sought and valued. 

Women in Business 

The concept of equality includes equality of genders. Many American 
women work outside of the home and hold managerial- and executive-
level positions in business and corporations. Particularly in real estate, 
women frequently own and manage brokerages and rank among the 
industry’s “top producers.” Do not assume that a woman in a business 
setting is a junior member or subservient player; she may be the most 
senior, influential, and wealthiest person in a meeting. 

It is common for women in business to invite colleagues, both men and 
women, for business luncheons and dinners and pay the check. The 
invitation is an opportunity to discuss business while enjoying a meal, 
welcome or thank a business associate, or foster a business relationship. 
Both men and women shake hands when introduced, when reaching an 
agreement, and when saying goodbye. In a business setting a man may 
extend his hand first to shake a woman’s hand; in a social setting it is 
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appropriate for a woman to offer her hand first. Longstanding business 
associates, colleagues, and personal friends may embrace briefly when 
greeting each other, but if you are uncertain about the appropriateness 
of such a greeting, a handshake is best. 

Time is Money 

In USA business, time is a quantifiable and valuable commodity. This 
viewpoint influences how American business views deadlines, 
punctuality, multi-tasking, meetings and meals, and decision making. USA 
businesspeople are quite task-oriented; they multi-task and expect 
others – colleagues, clients, and customers – to multi-task too. 
Considering this expectation, it is easy to see why punctuality and 
meeting deadlines are important. 

In business, meeting deadlines and fulfilling commitments denotes 
professionalism and competence. Missing deadlines is seen as 
disrespectful and unprofessional. If a promised deadline is not 
achievable, it is acceptable to explain the expected delay well in advance 
and negotiate a new target date. Sometimes deadlines are absolute. For 
example, in a business deal or real estate transaction, a missed deadline 
can mean the difference between a successful outcome and a lost 
opportunity. 

Punctuality is very important in both business and social life. Both the 
buyer and seller must stay on-schedule for property showings. It is 
common practice for USA real estate professionals to schedule several 
sequential showings in one day, in order to use time wisely. Because 
sequential showings require coordination of a number of peoples’ 
schedules, a missed or delayed showing appointment has an unpleasant 
ripple effect. Meetings begin on time and usually with a brief exchange of 
pleasantries after which the participants get down to business. 

Decisiveness is admired in business. It is expected that workers and 
managers will make decisions and take action within the scope of their 
authority without consulting superiors. In a real estate transaction, it is 
important to act quickly when the right property is found, particularly in a 
hot sellers’ market or with a unique property. When working for a client, 
an agent is expected to implement the client’s decisions and act within 
the client-defined parameters. The client is always the decision maker. 
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Business Dining 

Business is frequently conducted over a meal; working breakfasts and 
lunches are common, at a restaurant or catered in an office setting. 
When a working meal is served in the office setting, participants usually 
eat quickly and then focus on business. If offered a beverage or snack, it 
is acceptable to refuse the offer with a polite, “no, thanks.”  

When dining in a restaurant for breakfast, brunch, or lunch, the meal 
usually lasts about an hour. The host may prefer to conclude business 
first and then enjoy the meal. If meeting in a restaurant, the person who 
requested and set up the meeting is usually considered the host and 
expects to pay the check. Protracted wrangling over paying the bill is 
considered gauche and can create an awkward situation. 

Individualism and Independence 

Personal professionalism, independence, initiative, and accountability are 
valued attributes in business. This is especially true about real estate 
professionals. In the USA most real estate professionals, brokers and 
agents, are entrepreneurs and independent contractors and therefore 
the creators of their own successes. Personal achievement is encouraged 
and admired. 

Work Environment 

The qualities of egalitarianism, individuality, independence, and 
accountability make for a competitive and productivity-oriented 
workplace. Paradoxically, collegiality among co-workers is viewed as 
essential to a harmonious and productive work environment. Co-workers 
often socialize outside the workplace and form close friendships. 
Although real estate business is very competitive, cooperation between 
competitors creates an efficient and effective market and in the process, 
personal success for brokers and agents. 
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Gift Giving 

Do not be surprised or offended if an American colleague cannot accept a gift. 
Gift giving is often discouraged or limited, and employees may be unable to 
accept. 

 
Photo: ©iStockphoto.com/onurdongel 

Communications 

Direct, tactful communication is appreciated and valued. For this reason, 
it is perfectly acceptable to say “no” or express criticism without 
intending a personal offense. Others may misinterpret reluctance to say 
“no” as equivocation. American business people feel no compunction in 
stating objections frankly and objectively. Likewise, they may openly 
express criticism. A situation in which criticism is never appropriate is 
when viewing a property in the seller’s presence; one should never 
criticize the property in the seller’s presence. 

When introduced, Americans often ask, as a conversation starter, “what 
do you do?” meaning what is your profession or job. The appropriate 
response is a brief “I am a real estate broker,” or “I am a sales agent for 
XYZ Company.” When greeting each other, in business or socially, 
Americans ask “how are you?” which is not a inquiry about health or 
well-being; the expected response is “fine, thanks” or “I’m well, thank 
you” followed by “how are you?” 

Humor is used frequently, and a good sense of humor is an admired trait. 
However, it is best to avoid any humor based on ethnicity or gender; a 
self-deprecating style of humor is usually safe. 
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Starting a Conversation 

Good conversation starters include: sports (especially golf, baseball, 
basketball, and football [not to be confused with soccer]), books, the 
weather, movies, food, music, travel, and local landmarks. 

 
Photos: nfl.com; Wikipedia 

Language Issues 

The USA is very English language-centric. Although the USA does not have 
an official language, contracts and legal documents must be written in 
English. With many Hispanic citizens and residents in the USA, Spanish is 
increasingly the second language of the USA. In areas with majority 
Hispanic populations, such as the southern portions of Florida, Texas, 
Arizona, and California, Spanish is often more prevalent in use than 
English. Fifteen percent of REALTORS® speak another language. 

The CIPS directory at www.Realtor.org/global lists real estate 
professionals who speak other languages; click on “Find a CIPS” or “Find a 
REALTOR® Worldwide.” 

Business language often uses sports metaphors such as touch base, 
ballpark figure, in the ballpark, call the shots, game plan, home run, and 
team player. Also, depending on the speaker and region, informal 
American English is very idiomatic. Many speakers are unaware of the 
numerous idioms used commonly in everyday vernacular speech. If 
language becomes a barrier to understanding, ask for clarification. 

Negotiations 

Americans generally view negotiations as a problem-solving process; the 
best outcome is one that is a “win-win” which is satisfactory for all 
involved. Positions are stated in an objective manner and proceed in an 
offer/counteroffer sequence and point by point. Once a point is resolved, 
negotiators expect to move on to other points and not renegotiate items 
that are already resolved. In a real estate transaction, the buyer should 

http://upload.wikimedia.org/wikipedia/commons/d/d2/Mt_rushmore_07_27_2005.jpg�
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not expect to negotiate with the seller face-to-face. Negotiations are 
conducted by the seller’s and buyer’s representatives; for this reason, 
real estate professionals may work with a client to plan several steps in a 
negotiation strategy as well as parameters and priorities. 

Immigrant Tradition 

Many Americans have a parent or grandparent who came to the USA an 
immigrant. For this reason, most understand and appreciate the 
immigrant experience. They are generally accepting and tolerant of 
foreigners and immigrants and quickly integrate new arrivals into the 
American landscape, culture, and cuisine. When meeting foreigners, 
Americans are usually curious about other countries and cultures. 

Federal Holidays 

The USA Federal Government can only recognize national holidays that 
pertain to its own employees; it is at the discretion of each state or local 
jurisdiction to determine official holiday schedules. Most federal holidays 
are widely observed by state and local governments, but local customs 
may alter the date of observance or add or subtract holidays. Official 
holidays are observed on a Monday, except for New Year’s Day, 
Independence Day, Veterans Day, Thanksgiving, and Christmas. 
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Federal Holidays 

January 1 New Year’s Day 

Third Monday in January Martin Luther King, Jr. Day–civil rights leader. 

Third Monday in February Washington’s Birthday–sometimes referred to 
as President’s Day. 

Last Monday in May Memorial Day–honors the nation’s war dead 
from the Civil War onwards; marks the unofficial 
beginning of the summer season. 

July 4 Independence Day—Fourth of July. 

First Monday in September Labor Day—celebrates the achievements of 
workers and the labor movement; marks the 
unofficial end of the summer season. 

Second Monday in October Columbus Day—honors Christopher Columbus, 
traditional discoverer of the Americas. 

November 11 Veterans Day—honors all veterans of the USA 
armed forces. Observed on 11/11 to recall the 
end of World War I on that date in 1918. 

Fourth Thursday in 
November 

Thanksgiving Day 

December 25 Christmas 

 

Key Contacts 

 Local REALTOR® Association of the market in which you are interested 
in working 

 State government trade or economic development office of the state 
in which you are interested in working 

 USA Embassy or Consulate in your home market 
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The Basics of Representing Foreign 
Buyers in the USA 

 
By Neil Kalin, Esq. 
 
This article is designed to give USA agents an 
overview of many issues that will help you work 
better with foreign buyers. It will not make you an 
expert in any of the areas, nor will it be all-inclusive, 
but it will highlight many things of which you must 
be aware to effectively serve foreign buyers, and 
perhaps to create clients for life. Professionals from 
outside the USA may find this a useful primer to USA 
ownership issues and laws. 
 
The USA Basics: Licensing and Professional 
Affiliations 
In many countries, anyone can act as a real estate 
broker because there is no license required to do so. 
In the USA, individuals must be licensed by a state 
before they can act as a real estate broker or sales 
associate and complaints about a licensee can be 
brought before the state regulatory body. Real 
estate agents cannot act alone, but must conduct 
their real estate client representation through a real 
estate broker. Acting for another in a real estate 
transaction without a proper license is a crime. A 
real estate broker cannot pay a person who does not 
have a license, and anyone acting as a licensee 
without a license is probably not entitled to be paid 
nor allowed to bring an action in court for 
compensation. 
 
Many USA real estate licensees choose to enhance 
their professionalism by joining the National 
Association of REALTORS® (NAR) through their local 
associations. All REALTORS® subscribe to a voluntary 

code of ethics. They also agree that if a dispute 
arises in a transaction, the parties will not go to 
court, but instead will submit the dispute to binding 
arbitration at their local Association of REALTORS®. In 
countries where there is no licensing requirement, a 
national association of real estate agents may exist. 
These associations may have an alliance with NAR 
and also may be affiliated with the International 
Consortium of Real Estate Associations1 (ICREA). 
 
Alternative Markets for International Clients 
All buyer clients expect that you can help them 
differentiate and compare different properties and 
different neighborhoods. This is easy for you in your 
primary market. Foreign buyers, however, may need 
a broader perspective. Develop the skill to compare 
and contrast not just adjoining neighborhoods or 
cities but counties, states or even countries. For 
example, a client involved in the high tech industry 
coming to California may be interested in both 
Orange County in Southern California and Santa 
Clara County in Northern California. A client 
interested in beachfront property may be evaluating 
Newport Beach, California and Miami Beach, Florida. 
Someone interested in high-end resort locations may 
be deciding between La Jolla, California and Cabo 
San Lucas, Mexico. 
 
USA Reporting Regulations for Foreign Owners 
There are very few restrictions on ownership of USA 
property by foreign persons, but your clients should 
be aware of certain reporting regulations. 
 
1. Agricultural 
The Agricultural Foreign Investment Disclosure Act 
requires the reporting to the Farm Service Agency of 
the Secretary of Agriculture2 within 90 days of a 
transfer to or from a foreign person if the land has 
been used for agriculture, forestry, timber, farming, 
or ranching, within the last five years, is 10 acres or 
more, and generates $1,000 or more in gross 
receipts. Failure to make a timely report can 
generate hefty penalties. 
 
2. Statistical 
The Bureau of Economic Analysis of the Commerce 
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Department3 requires reporting of foreign 
ownership of all real property for analytical and 
statistical purposes only. There are exceptions for a 
personal use primary residence (or rental if intent to 
return) and partial exemption from reporting for real 
estate which is both valued at less than $3 million 
and is less than 200 acres. 
 

USA Tax Requirements 
 
1. Capital Gains Tax on Sales 
Nonresident aliens and foreign corporations are 
taxed on income resulting from the sale of USA real 
property. A buyer who is aware of that at the time of 
purchase can plan accordingly, and may even 
consider an exchange. The time to divest can 
become the time to reinvest. 
 
2. FIRPTA (Foreign Investment in Real Property Tax 
Act) 
Under FIRPTA, a buyer must withhold 10% of 
purchase price if the seller is a foreign person. No 
withholding is required if the seller is a USA citizen; 
green cardholder (lawful resident); or resident alien 
(meets either the physical presence test—present in 
the USA for at least 183 days in the current calendar 
year; or the substantial presence test—present in 
the USA for a weighted average of 183 days over 
three years). 
 
At the time of purchase, inform your foreign buyers 
that they must acquire a USA taxpayer identification 
number (TIN). Waiting until the time of sale to 
obtain a TIN may cause difficulty recovering money 
withheld pursuant to FIRPTA. 
 
3. Income Tax (on income producing property) 
Generally, nonresident aliens are taxed at a flat 30% 
federal tax rate on gross rental income, unless they 
make a certain income election on their returns. This 
election, which allows for deductions for regular 
expenses before income tax is calculated is 
commonly know as the “net election.” Your client 
who is interested in income properties should ask 
any potential tax advisor (lawyer or accountant) if 

the advisor knows about, and how to exercise, the 
“net election.” Further, anyone who collects income 
for a nonresident alien and then pays that income to 
a client is generally required to withhold 30% of 
gross USA source income (such as rent). No 
withholding is required if the foreign person has a 
green card, meets the physical or substantial 
presence test, or if there is a treaty addressing this 
issue between the USA and that person’s home 
country. 
 

4. Property Taxes 
Property tax payments are required as an additional 
cost of real property ownership. These payments can 
be added to a loan or paid directly to the taxing 
agency. Failure to pay property taxes can lead to 
financial penalties and even loss of the property. Just 
as a taxing agency (usually a county) has remedies 
against a property owner for failure to pay property 
taxes, so may a lender, since the failure to pay 
usually is also deemed a breach of the loan 
agreement. It is important to know that change in 
ownership, such as altering title among family 
members and differing entities may cause the 
property value to be reassessed, and the property 
tax payments to increase. 
 
5. Title decisions 
The way your foreign buyer clients take title 
(individual, foreign corporation, USA corporation, or 
trust, for example) is a serious decision that could 
affect their ability to transfer the property and the 
financial and tax implications both during the 
property’s ownership, and upon sale. In states like 
California, which taxes worldwide income, the 
decision can affect more than the property itself. 
Since the method of holding title can affect the tax 
consequences during life and after death, it is 
advisable to advise your clients to seek out a 
competent lawyer or an accountant with an 
international practice.  
 
Immigration and National Security Law 
You should know the difference and effect of your 
clients’ residency status on property ownership. If 
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your clients are in the USA, or intend to visit before 
or at the close of escrow of a property, you should 
know whether they have a visa (and the type—for 
example, work or student), a green card, or neither; 
and if they have or intend to get a USA taxpayer 
identification number. Also, the USA government 
places restrictions on the ability to do business with 
certain individuals. The Office of Foreign Asset 
Control4 may be involved if your client’s name 
appears on, or is even similar to that on, a specially 
designated persons list. Don’t let your client be 
surprised or offended; be prepared. 
 
Agency 
The practice of selling real estate varies from country 
to country. Your clients’ expectation of what a real 
estate agent can and should do may not be 
consistent with what is allowed and standard in your 
area. In most USA states, a real estate agent has the 
authority to receive and present offers but not the 
authority to sign for the principal without a power of 
attorney. In other words, the agent can negotiate on 
behalf of, but not bind contractually, the principal. 
 
Further, the Statute of Frauds and Equal Dignities 
Rules, laws common in the USA, provide that if an 
agent has been given actual authority to enter into a 
contract on behalf of the principal, the agent’s 
authority must be in writing in order to be 
enforceable. If your foreign buyers have experience 
in other USA states, ask what their experience with 
agency has been. In some states, the licensee acts as 
a facilitator, and not an agent. You may have to 
clarify differences, not only between the foreign 
country and your state, but also between your state 
and another state.  
 
Finally, if dual agency is permitted in your state, be 
certain that your principals understand the 
difference between single agency and dual agency, If 
your firm engages in dual agency, notify your clients 
of this in writing. 
 
Contracts and Conducting Negotiations 
In states where it applies, the Statute of Frauds 
requires that a contract to sell real estate must be in 

writing and signed by the party to be charged if it is 
to be enforceable. Verbal agreements to sell are not 
binding nor are agreements that are signed by the 
principal’s real estate agent instead of the principal 
(unless the agent has a written power of attorney 
from the principal). An indication that the agent 
spoke to the principal and the principal approved 
(such as adding the words, “per telephone 
conversation”) does not make the contract 
enforceable.  
 
The primary negotiation between buyer and seller 
typically occurs before a contract is signed and a 
purchase price agreed upon, but the contract might 
effectively create additional negotiating points—for 
example, following a buyer’s inspection of the 
property or before the buyer removes certain 
contingencies. Persons not familiar with the process 
and contract requirements in your state may believe 
either that no further negotiation is expected or 
required or, conversely, that everything is negotiable 
right up to payment of the purchase price. While 
market forces ultimately will determine who gets 
what and when, your client’s expectation of the 
contract and negotiating process should be checked 
against what is the legal, contractual, and the 
standard of practice in your community.  
 
Escrow and the Closing Process 
In the USA, the escrow process is formalized with 
different parties serving different roles. The escrow 
holder serves as a neutral depository for documents 
and money with equal duties to buyers and sellers 
plus responsibilities to existing and future lenders. 
The escrow holder performs these services for a fee. 
If the transaction does not go forward and the 
escrow holder holds the buyer’s deposit money, 
generally the funds will not be released without 
mutual signed instructions from both buyer and 
seller. While some buyers may not be comfortable 
with this procedure, the alternative of releasing 
deposit money direct to the seller may be even less 
appealing. As with other contract terms, the choice 
of escrow holder is negotiable but if the escrow 
holder and title company are one and the same in 
your area, the Real Estate Settlement Procedure Act 
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(RESPA) may restrict the seller’s ability to require the 
buyer to use a particular entity if the buyer will be 
paying for all or some portion of the title insurance. 
 
The Dispute Resolution System 
The way problems in a real estate transaction are 
solved may be very different from the system in the 
buyer’s native country. Misconceptions may need to 
be addressed.  
 
The first step in resolving a dispute should always be 
to try to negotiate a solution that is satisfactory to 
all. After that, the contract or the law may require 
the buyer and seller to attempt to mediate a 
resolution with the help of a third party neutral 
mediator. Explaining to your clients that mediators 
do not have the authority to force a resolution on 
the parties may help achieve their appreciation for 
and involvement in the process and achieve a 
successful mediation. If these efforts fail to resolve 
the dispute, the legal system may be the next step. 
In many countries government involvement is 
something to be avoided because of corruption, 
inefficiency, or unfairness. As a result, some foreign 
clients may be frightened or suspicious of the legal 
system. 
 
On the other hand, some foreign clients may have 
idealized expectations of the legal system in the USA 
They may need to be educated that the U. S. legal 
system is generally fair, though often time 
consuming and expensive, and that it is public. 
Anyone who wants to attend the hearing may do so 
and the verdict is open to the public. Also, receiving 
a favorable judgment at trial and collecting on that 
judgment are two entirely different things. First, the 
losing party may appeal. Second, the losing party 
may not be able to pay or have any assets worth 
pursuing. And third, bankruptcy may be filed to stall 
or avoid a judgment altogether. For the buyer who is 
purchasing rental property, or may consider 
converting a personal use residence to rental 
property at some time, a reminder that tenants have 
legal rights and in locales where rent control laws 
are present these rights can be substantial.  
 

An alternative to the legal system is arbitration. The 
use of arbitration in lieu of court is by agreement of 
the parties. Advantages of arbitration over litigation 
is that it is private, the result is typically binding, the 
matter can often be resolved sooner than going to 
court, and the parties determine who will decide 
their dispute—they get to select the arbitrator. 
Disadvantages to arbitration include the loss of the 
right to have a jury hear your case, the lack of any 
appeal right, and the obligation to pay the arbitrator 
and the administrator, if there is one. 
 
Compensation 
In the USA, sellers typically pay a real estate licensee 
to market their property. This agreement to pay is 
usually required in writing. A buyer’s agent typically 
receives payment from the seller or from the listing 
agent. Increasingly, it is common for buyer’s agents 
to have buyers sign agreements as well. These 
agreements can provide for the buyer to pay the 
broker, and may or may not credit the buyer for all 
or part of the compensation the buyer’s agent 
receives from the seller or seller’s agent. As practices 
vary widely throughout the world, it is important to 
ask your clients what their expectations are, and 
then be prepared to explain why your compensation 
model is legally required or beneficial for them, 
when compensation is expected, and the effect, if 
any, on agency relationships. Sometimes, buyers can 
expect that someone they know will be 
compensated by you because of a referral, 
involvement in the transaction, or simply because 
that person has a real estate license. Determining 
this early allows you to explain your policy, and 
explore allowable and legally permissible 
compensation arrangements. 
 
Disclosure 
It is quite possible that some foreign clients will be 
unfamiliar with the concept of seller disclosure 
because their home country operates on the basis 
commonly referred to as “buyer beware.” A buyer 
who is aware of seller disclosure laws in your state 
may confuse seller disclosure with seller warranty or 
seller guarantee. It is important to educate your 
clients about what disclosure requirements are 
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imposed via the contract, common law, or 
legislation, and about the effect these requirements 
have on the buyer’s duty to use due diligence. 
 
Conclusion 
Since the world is becoming smaller all the time, 
your representation of foreign buyers of USA real 
property will only increase in the future. While some 
issues differ significantly from those you are used to 
addressing with USA clients, many are the same. 
Regardless, it is important to understand your 
client’s expectations and be able to bring relevant 
information to your client’s attention. You don’t 
have to know everything about all cultures 
worldwide—just those that affect your client. There 
are plenty of places to get help. As a member of the 
CIPS Network, you may want to start by calling upon 
one of your fellow CIPS who has the expertise you’re 
seeking. Check out the CIPS Web site at 
www.realtors.org/international. It has a vast amount 
of information and resources. 
 
One of the most important things to remember 
when working with foreign buyers of USA real 
property is to simply treat them as you would a local 
client. Pay attention to them. Learn what you can 
about their wants, needs, and interests. Ask 
questions. Listen to their responses. Show respect. 
Be prepared to demonstrate why and how you can 
help them with one of the most important decisions 
of their life. 
 

1www.worldproperties.com/AboutICREA.aspx 
2 www.usda.gov 
3 www.bea.doc.gov 
4www.treas.gov/offices/enforcement/ofac  
 
 
Neil Kalin is an Assistant General Counsel with the 
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to Global Perspectives. Reach him at 
+1.213.739.8341 or at neilk@car.org. 
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Your instructor may divide the class into learning teams and assign one or 
two country profiles to each team. Read the assigned profile(s) and 
answer the following questions. Maximize use of the time allotted by 
dividing the profile so that each team member reads and reports on a 
designated portion. You may add your personal knowledge and refer to 
information presented earlier in the course. 

What important facts should the real estate professional know about 
the country’s: 

 Geography? 

 Foreign ownership of real estate? 

 Real estate practice? 

 Economy and business? 

 Business etiquette? 
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A Look at Argentina 

The South American country of Argentina 
is located at the southern tip of the 
continent. It is bordered by Bolivia, 
Paraguay, Brazil, and Uruguay to the 
north-northeast-east, Chile to the west, 
and the South Atlantic Ocean to the east-
southeast. The rugged Andes Mountains 
line the west side of the country, which is 
slightly less than three-tenths the size of 
the USA. Argentina’s time zone is GMT-3, 
and the country decides on a yearly basis 
whether to use daylight savings time, 
which individual provinces may opt out 
of. 

Argentina is divided into 23 provinces 
and one distrito federal, Buenos Aires. 
The government of Argentina is a 
presidential representative democratic 
republic with three branches—executive, 
legislative, and judicial. Each province 
has its own government, which must 
comply with the federal constitution and 
laws. 

The Argentine economy has had periods 
of instability despite the country’s 
abundant natural resources and 
educated population. The economic crisis 
of the late 1990s through the early 2000s 
originated primarily in currency policy 
(although the causes were several and 
complex), which led to a default on 
public debt. The country has since taken measures to revalue the 
Argentine peso and attract foreign investment, although continued 
economic stability has eluded the country. Strong economic sectors 
include agriculture, which accounted for 7.5 percent of GDP in 2009, 
manufacturing (21.2 percent of GDP), and commerce and tourism (14.8 
percent of GDP). Finance, real estate, and business services account for 
17.1 percent of GDP. Brazil, China, and the USA are top trading partners. 

Possible impediments to economic growth include high inflation, which 
experts suspect is understated by public officials, and trade policies that 
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have been criticized as protectionist and inhibitive to global economic 
partners. A controversial export tax was abandoned in July 2008. 

The real estate market saw double-digit price increases in the mid-2000s. 
The impact of the 2008-09 financial crisis has mostly subsided; however, 
the market is not expected to grow at the rate it did earlier in the decade. 

Foreign Ownership of Real Estate 

Foreigners may own real estate in Argentina. The only restrictions involve 
land within 100 km of Chile. Foreigners may only buy real estate in that 
area if: 

1. The property is urban or suburban; 
2. less than 5,000 square meters; 
3. and not intended for commercial purposes. 

Foreigners must obtain a tax identification number, called a CDI number, 
and must appoint an Argentinean representative to pay the property 
taxes for them. Mortgages are unavailable, so cash transactions are the 
norm, usually in USA dollars, and sometimes in Euros. Moreover, foreign 
currency must go through an exchange process that usually costs about 
0.8-2.0 percent of the money value. 

Real Estate and Brokerage Practices 

Real estate professionals are required to obtain licenses. Some provinces 
require three years of college-level education and successful completion 
of an exam. Continuing education is not required. Real estate 
professionals are usually members of their professional associations, 
including the Cámara Inmobiliaria Argentina, which may impose 
sanctions for unethical practices. 

A transaction begins with a document called a “Selling Authorization,” 
where the owner agrees, in writing, to grant permission to the real estate 
professional to market a property. Price, form of payment, terms of 
authorization, seller’s commission fee, and all other details are set forth 
in the document. 

The relationship with a buyer begins when the interested purchaser 
offers a price to buy a property. In most cases, a deposit, called a boleto, 
often 30 percent, is held in trust by the real estate professional at this 
point, and a document clearly spelling the mutually agreed terms and 
conditions is made and accepted, in writing. The boleto is nonrefundable 
to the buyer if he or she backs out of the agreement, and the seller must 
pay double the boleto for backing out. When both parties reach an 
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agreement, an escribano, who has performed a title search and other due 
diligence, prepares a preliminary sales contract and the title transfer. 
When the transaction is complete, the escribano registers the title in the 
Registro de Propiedad Inmueble (Real Estate Property Registry). There are 
usually separate commissions paid by the buyer and the seller, often 2-4 
percent each. 

Doing Business in Argentina—Beyond the Basics 

 Conservative, sophisticated dress is highly respected in Argentine 
business, and your wardrobe will be scrutinized. 

 Maintaining eye contact is important. 

 Argentineans have two surnames, the father’s followed by the 
mother’s. 

 Use the father’s surname preceded by the appropriate title or 
honorific when addressing someone. 

 A pat on the shoulder is a sign of friendship. 

 Cover your mouth when yawning or coughing. 

 Prior appointments are necessary, after establishing a trustful, often 
personal relationship. 

 Confirm meetings one week in advance. 

 Be punctual for meetings, even if your colleague, client, or customer 
keeps you waiting. 

 Discussions and negotiations are usually lengthy, involving several 
meetings; good relationships will often hasten negotiations. 

 Business dinners at restaurants, often beginning late at night, are 
common; business lunches, however, are uncommon, especially 
outside of Buenos Aires, as most people go home for lunch. 

 Be prepared for small talk before getting down to business; good 
conversation starters include football, history, culture, home and 
children, and food, but avoid the Peron years, religion, and the 
Falkland Islands conflict. 

 Cross your knife and fork on the plate to signal that you are finished 
with dinner. 
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 Keep your hands on the table, not on your lap. 

 Guests should wait for the host to sit down before sitting. 

 The visiting senior executive is seated across from the Argentine 
senior executive. 

 If entertained at home, send flowers or candy to the hostess; birds of 
paradise flowers are especially prized. 

 Argentine beef and red wine are considered superior to that available 
in the USA. 

 Liquor is usually appreciated as a gift, since it is highly taxed; Scotch 
and cognac are especially desirable. 

 Gifts to be avoided include personal items such as ties and shirts, 
leather, and knives. 

Key Contacts 

Cámara Inmobiliaria Argentina 
Bartolomé Mitre 784 5° (1036AAN) 
Capital Federal, Buenos Aires, Argentina 
Phone: (54-11) 5031-3333 
info@cia.org.ar 
Internet: www.cia.org.ar 
 
Top Inmobiliario (Property Listing Service) 
www.topinmobiliario.com 
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A Look at the Bahamas 

 

The Bahamas is a chain of 29 islands located in the Atlantic Ocean north 
of Cuba and southeast of Florida, USA. The English-speaking country is 
slightly smaller than Connecticut, USA, and Nassau is the capital. The 
government is a parliamentary democracy, part of the British 
Commonwealth of Nations, with Elizabeth II as head of state and a prime 
minister as head of government. 

The Bahamas is one of the most prosperous countries in the Caribbean, 
largely due to a successful tourism industry. Financial services also 
contribute to GDP. There is a market for second-home buyers, especially 
from the USA and United Kingdom, although investors from Asia and 
Latin America are increasingly interested in The Bahamas. Government 
investment in tourist destinations is expected to spur other real estate 
development. 
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Foreign Ownership of Real Estate 

There are no restrictions to foreign ownership of real estate in The 
Bahamas. A permit is required for property greater than five acres or for 
undeveloped land. Property must be registered with the Investment 
Board and the Central Bank after the transaction is completed. 

Real Estate Licensing and Practices 

The Bahamas Real Estate Association (BREA) was empowered to regulate 
real estate practice and license real estate salespersons and brokers by 
the Real Estate Brokers and Salesmen Act of 1995. Requirements include 
mandatory education and testing and adherence to a Code of Ethics and 
Standards of Practice. 

The real estate transaction process involves the following: 

 A buyer chooses an island and selects a property with the help of a 
real estate professional. 

 The real estate professional draws up a Sales Agreement that includes 
the conditions of the purchase, a description of the property, and a 
closing date. A 10 percent deposit is made at this time. 

 The buyer hires a competent, trustworthy attorney to check the 
validity of the title and search for any encumbrances. 

 On the closing date a conveyance is executed and the balance of 
monies is paid, including property tax, stamp duty, and sales 
commission. 

 Deeds and title are registered with the Registry of Records in Nassau. 

Doing Business in The Bahamas—Beyond the Basics 

 Business attire can range from smart-casual to conservative, often 
depending on the industry or particular company culture. Assess your 
surroundings and dress appropriately. 

 When visiting someone’s home, however, wear what you would wear 
in a business situation with that party. Dressing down would convey 
disrespect. 

 A handshake accompanied by eye contact and a welcoming smile is 
the appropriate greeting. 

 Men should wait for a woman to offer her hand first. 
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 Treat business cards with respect by placing them in a case. Do not 
write on a card in someone’s presence. 

 Bahamians may be slower to move to a first-name basis. Even close 
friends may use honorific with surname. 

 Meetings generally follow USA or United Kingdom customs. 

 Arrive on time to meetings. 

 Reviewing information and confirming decisions may be the point of 
the meeting rather than having discussions. 

 Agendas may be fluid. 

 A sense of humor is a large part of Bahamians’ communication style. 

 When invited to someone’s home, arrive no more than fifteen 
minutes late. 

 Gift giving is relaxed and informal; fruit, wine, or candies, or 
something inexpensive, is appropriate. 

 Gifts are generally opened when received. 

Key Contacts 

Bahamas Real Estate Association (BREA) 
Dowdeswell Street 
P.O. Box N-8860 
Nassau, The Bahamas 
Phone: 242-356-4578 
info@bahamasrealestateassociation.com 
Internet: www.bahamasrealestateassociation.com 

Bahamas Investment Authority 
Sir Cecil Wallace Whitfield Centre 
West Bay Street 
P.O. Box CB-10980 
Nassau, N.P., The Bahamas 
Phone: 242-327-5970-4 
bia@bahamas.gov.bs 
Internet: www.bahamas.gov.bs 
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A Look at Belize 

Belize is located in Central 
America on the Caribbean 
Sea between Mexico and 
Guatemala. The Belize 
Barrier Reef, the second 
largest coral barrier reef in 
the world, flanks the 
Caribbean coast. In size, 
Belize is slightly smaller 

than Massachusetts, USA. The miles of coastland, tropical climate, 
biodiversity, and Mayan ruins make tourism the primary foreign 
exchange earner and a mainstay to the economy, which is primarily 
private enterprise, with exports of sugar, bananas, citrus, marine 
products, and garments also contributing to GDP. Oil discoveries in 2006 
bolstered the economy, and exploration and production efforts increased 
in 2009. Major trading partners include the USA, United Kingdom, 
Mexico, and CARICOM member states. Natural disasters, drops in oil 
prices, and the global economic crisis halted modest economic growth 
initiated by expansionary fiscal policy in the mid-2000s. The currency is 
pegged to the USA dollar, and English is the official language. Because 
tourism is central to the economy of Belize, real estate professionals may 
find opportunities in resorts and second homes. 

Reflecting its former status as a British colony, the government of Belize 
is a parliamentary constitutional democracy and Commonwealth realm 
(part of the British Commonwealth of Nations) divided into six districts: 
Belize, Cayo, Corozal, Orange Walk, Stann Creek, and Toledo. The 
government is divided into executive, legislative, and judicial branches. 
The hereditary monarch, Elizabeth II of the United Kingdom, is chief of 
state and represented by the governor general while the prime minister, 
determined through majority victory or coalition in legislative elections, is 
head of government. The legal system is based on English common law. 
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The Great Blue Hole—Coast of Belize 

 
Source: Wikipedia/U.S. Geological Survey 

Foreign Ownership of Real Estate 

There are no restrictions on foreign ownership of real estate in Belize. In 
fact, the Belizean government has established tax holidays, concessions, 
a retirement incentive, and other policies friendly to foreign investment, 
and Belize has an emerging offshore banking sector. 

Applications for purchasing of National Lands below ten acres are made 
to the Commissioner of Lands and approved by the Minister of Natural 
Resources. Applications for land purchases exceeding 10 acres require 
approval by the Ministerial Cabinet. Land not already held privately or 
leased for agricultural purposes is scarce, however; the Department of 
Lands and Surveys can advise which lands remain available. Land owned 
by private parties may be freely bought and sold. 

Bureaucratic delays associated with incentives and Central Bank of Belize 
approval requirements can impede business processes, according to the 
USA Department of Commerce. Also note that a company seeking a Tour 
Operator License must have a minimum 51-percent Belizean ownership. 
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Real Estate Licensing and Practices 

No licensing is required for real estate professional in Belize. Members of 
the Belize National Association of REALTORS® must follow the 
REALTORS® Code of Ethics. 

Properties are typically listed and marketed in USA Dollars. Conveyance 
of title in Belize involves a title search, the registered land title, a transfer 
certificate of title, a first certificate of title, and a deed of conveyance. 
International title insurance is available. Escrow for deposit money, 
offered once a contract to purchase is drawn up, is unavailable. Local 
financing is available; however, interest rates and term are likely 
unfavorable. A Belizean attorney is recommended for transactions. The 
seller normally pays commission and all closing costs, which include a 5 
percent stamp tax on assessed value above US $10,000 and legal fees 
that amount to 2 percent of the purchase price. A typical transaction 
takes between 30 and 60 days. 

Doing Business in Belize—Beyond the Basics 

 Expect counterparts in Belize to dress casually in open-collar business 
shirts or guayabera shirts. 

 Appointments and punctuality are important for business meetings; 
however, meetings may not begin on time. 

 Family is a good conversation-starter. 

 Gifts are not normally expected in business situations; when 
entertained at home, wine, spirits, or dessert are acceptable gifts. 

 Belizeans often use indirect communication tactics to avoid negative 
communication or confrontation. 

 Foreigners visiting for reasons other than tourism or for longer than 
30 days must have visas. 

Key Contacts 

Belize Association of REALTORS® 
7 Craig Street  
P.O. Box 434 
Belize City, Belize 
Phone: 501-804-0195 
belizenar@gmail.com 
Internet: http://belizenational.point2agent.com 
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Association of Real Estate Brokers of Belize 
P.O. Box 2217 
Belize City, Belize 
Phone: 305-704-3037 
office@arebb.com 
Internet: www.arebb.com 

Belize Tourism Board 
P.O. Box 325 
64 Regent Street 
Belize City, Belize 
Phone: 501-227-2420 
info@travelbelize.org 
Internet: www.travelbelize.org 

Belize Trade and Investment Development Service (BELTRAIDE) 
14 Orchid Garden Street. 
City of Belmopan, Belize 
Phone: 501-822-3737 
beltraide@belizeinvest.org.bz 
Internet: www.belizeinvest.org.bz 
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A Look at Canada 

 

Canada is a vast country full of natural resources and with a highly 
developed economy. It is located in northern North America, bordering 
the Arctic Ocean on the north, the USA on the south, the North Atlantic 
Ocean on the east, and the North Pacific Ocean on the West. Alaska, USA, 
is to the northwest. In land area, Canada is slightly larger than the USA. 
While the cultures of the USA and Canada are different, the two 
countries share common market-oriented economic development 
patterns into affluence, advanced technology, and highly diversified, 
trillion-dollar economies. They also share similar challenges—meeting 
demands and paying for quality health care and education. Canada’s 
economy, as with other developed nations, is dominated by the service 
industry, which employs about three quarters of Canadians. Other large 
sectors of the economy include logging, petroleum, manufacturing, and 
construction. Canada’s total oil reserves are the second largest in the 
world behind Saudi Arabia’s. 

The government of Canada is a constitutional monarchy and a 
parliamentary democracy. Canada is part of the British Commonwealth of 
Nations, with Queen Elizabeth II of the United Kingdom as the monarch 
and the foundation, or the institutional unity, of the executive, legislative, 
and judicial branches. The Queen is represented by a Governor General 
at the federal level and lieutenant governors in each of Canada’s ten 
provinces. Of course, one of the Crown’s main duties is to ensure that a 
democratically elected government is always in place. Thus, the prime 
minister is “appointed,” although in practice the prime minister is from 
the party that holds the most seats in the House of Commons, the 
elected house of the Parliament, which is also comprised of a Senate 
appointed by the Governor General on the advice of the prime minister. 
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The province of Quebec, settled by the French, retains French influence 
in language, culture, and cuisine. The difference of Quebec from the rest 
of the country presents benefits of diversity and cultural richness but also 
political and social challenges. 

The Provinces of Canada

 
Source: Wikipedia 

Residential Real Estate 

Following the strong resurgence of the Canadian economy after the 
2008-09 financial crisis, resale home prices have seen double-digit gains, 
with average increases of 19 percent monthly over one period.45

                                                      
45 Global Property Guide, with statistics from the Canadian Real Estate Association 
(CREA) 

 New 
home prices have risen modestly. These gains have been attributed to 
low interest rates and buyers seeking to purchase homes before the 
implementation of new mortgage policies. Price increases are expected 
to slow somewhat with the policies and new sales taxes in Ontario and 
British Columbia. The Bank of Canada is also expected to raise interest 
rates. Long term, the residential real estate market in Canada is strong, 
and cross-border opportunities for real estate professionals in the USA 
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and Canada, as well as opportunities for global professionals in the 
Americas region, are plentiful. 

Commercial Real Estate 

Large pension funds, REITs, and large domestic corporate investors—
strong financial organizations in conservative leverage situations—own 
most commercial real estate in Canada. While the fundamentals of the 
Canadian commercial real estate market are strong, regional differences 
prevail, and Western Canada is expected to be an area of growth in the 
near term. Still, the concentration of ownership means that Canadian 
capital is looking for high-quality investment opportunities abroad—in 
the USA, Europe, and Asia. Global real estate professionals should look 
for transactions based on this demand.46

Foreign Ownership of Real Estate 

  

Minor restrictions on foreign ownership of real estate for nonresident 
investors relate to how much land an investor may own on Canada’s east 
coast and in rural, agricultural areas of Manitoba. General land parcels in 
Saskatchewan and Alberta are also restricted. Real estate professionals 
should advise nonresident clients to seek the advice of a qualified tax 
attorney to investigate tax consequences of owning property. 

Real Estate Licensing and Practices 

While all provinces require successful completion of a pre-licensing 
course and exam, each province determines specific licensing 
requirements for salespeople and brokers. There are generally separate 
licenses for salespeople and brokers or managers. Most provinces require 
additional education and minimum licensed experience requirements for 
brokers or managers. Salespersons or brokers can only market real estate 
in the province(s) in which they are licensed, and licenses must be 
renewed every year or two. All licensed real estate professionals must 
adhere to laws enforced at the provincial or federal level. Additionally, 
members of the Canadian Real Estate Association (CREA) must adhere to 
the REALTORS® Code of Ethics and Standards of Business Practices.47

Canada has robust MLS systems covering virtually the entire country and 
operated by local Boards and Associations. CREA sets the basic operating 
standards. 

 

The real estate transaction process in Canada is outlined below. 

                                                      
46 NAI Global 
47 ICREA, www.worldproperties.com 
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 The real estate professional with an attorney prepares an Offer to 
Purchase to present to the seller with a deposit usually no more than 
10 percent of the purchase price. 

 Negotiations proceed until the buyer and the seller agree on the 
price.  

 A copy of the signed agreement is sent to the attorney, who will 
examine any conditions of sale and note the closing date. The 
attorney must be informed on how the buyer, along with any co-
buyers, will be registered in the title to the property. 

 During closing, all conditions in the Offer to Purchase, such as home 
inspection, must be satisfied by the stated date. 

 An up-to-date land survey must be completed on the property as the 
attorney completes a title search. The attorney should also 
investigate government regulations. 

 The attorney then prepares a Statement of Adjustment, which 
confirms the selling price and the amount the buyer has to pay the 
seller at closing, including the balance of the down payment and 
adjustments. A certified check for this total should be made payable 
to the attorney in trust. 

 The attorney pays the seller, registers the home in the buyer's name, 
and provides the deed to the buyer. 

Doing Business in Canada—Beyond the Basics 

 Use a firm handshake and direct eye contact when greeting someone. 
French Canadians may shake hands more frequently, even when 
meeting several times in the same day. 

 Use a person’s title if appropriate. Otherwise, use honorific and 
surname. French Canadians often use first names on the phone and 
surnames in person. 

 Dress conservatively, in dark suits with solid patterns, especially in 
cities. Similar dress is likely appropriate in rural areas as well, but 
assess your surroundings when choosing a wardrobe. Remember that 
Canadian winters can be severe, so plan accordingly. 

 Promptness is valued, especially in the English provinces, so be 
punctual. In Quebec, time is more relaxed, but still arrive on time for 
meetings. 
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 A traditional, reserved demeanor is respected, as well as proper 
etiquette. People in Quebec may use more gestures when speaking 
and typically stand closer to one another and touch more frequently. 

 Avoid boasting, and do not overstate your or your firm’s capabilities 
and services. You could implicate yourself legally. 

 Business dinners are typical, and entertaining a colleague with a nice 
meal, a sporting event, a play, or the symphony, within ethical 
bounds, will be appreciated. 

 Gifts are not usually given in normal business situations. Gifts are 
given to celebrate a successful deal; however, gifts should be 
modest—wine or something with your business logo, for instance. 

 Entertaining at home is not typical. Occasionally, you may be invited 
to someone’s home in the western provinces. In this case, a gift of 
wine, liquor, candy, or flowers is appropriate. 

 Remember that French is spoken in Quebec and in some areas of New 
Brunswick and Nova Scotia. Print materials in French and English 
when dealing with French Canadians. 

 Avoid using the “V” for victory sign with your palm facing yourself, as 
this is considered a rude gesture 

Key Contacts 

Canadian Real Estate Association (CREA) 
200 Catherine Street, 6th Floor 
Ottawa, ON 
K2P 2K9 
Phone: 613-237-7111  
Toll Free: 1-800-842-2732 
info@crea.ca 
Internet: www.crea.ca 
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A Look at Chile 

The narrowness of Chile, 
running along the western 
side of southern South 
America, is perhaps its most 
striking geographical 
feature, allowing for a great 
variety in terrain and 
climate. Chile extends 4,270 
km (2,653 mi) north to 
south and only averages 177 
km (110 mi) east to west. 
The country borders Peru 
and Bolivia to the north-
northeast, Argentina to the 
east, and the South Pacific 
Ocean to the west. Chile is 
slightly smaller than twice 
the size of Montana. 
Santiago is the capital and 
largest city. 

Chile has a strong, market-
oriented economy that has 
grown over the past 
decades due to economic 
reforms to instill a solid 
macroeconomic framework. 
The country has a high level 
of foreign trade, led by 
global shipments of copper, 
which account for about 15 
percent of GDP and 40 

percent of total exports. This means that the economy can falter when 
demand for commodities falls, as happened during the 2008-09 economic 
crisis. Major trading partners include China, USA, Japan, and Brazil. The 
Foreign Investment Law gives foreign investors the same rights as 
Chileans. 

Chile’s government is strongly democratic after a history of political 
upheavals that included the Pinochet military dictatorship in the 1970s 
and 1980s. The government system is a presidential representative 
democratic republic with executive, legislative, and judicial branches. 
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Foreign Ownership of Real Estate 

Chilean property may be freely owned by foreign investors, and property 
rights are strong in the country. The only restrictions on foreign 
ownership of real estate involve property close to borders. Chile has a 
market for private island ownership; clients interested in purchasing 
islands should consult a trusted Chilean attorney on the regulations and 
implications. 

To purchase real estate, foreigners must obtain a Rol Único Tributario 
(RUT) number, a taxpayer identification number. 

Real Estate Licensing and Practices 

There are no licensing requirements for real estate professionals in Chile. 
Real estate transactions require a Chilean attorney, who will conduct due 
diligence and a title search and obtain the following documents: 

 Property titles 

 Certificado de Vigencia 

 Certificate of Encumbrance (Certificado de Hipotecas y Gravámanes y 
de Interdicciones y Prohibiciones de Enajar) 

 Evidence of payment of land taxes (Servicios de Tesorerías) 

Both parties sign the public deed before a notario after the buyer pays 
0.1 percent of the purchase price. Parties to a transaction may have to 
personally request transfer of the deed at the Registry. Registration may 
only proceed after 0.2-0.3 percent of the value is paid as a stamp tax. 

Doing Business in Chile—Beyond the Basics 

 Wear conservative business attire; men should wear dark suits, light 
shirts, and conservative ties, and women should wear business suits 
and heels. 

 A handshake is customary upon first meeting; close male associates 
often greet one another with a hug, and women exchange kisses on 
the cheeks. 

 Men should rise when a woman enters the room and shake her hand 
if she offers it. 

 Maintain eye contact at all times to show interest and sincerity. 

 Chileans stand close when conversing. 
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 Holding the palm up and spreading the fingers signals that someone is 
“stupid.” 

 Making a fist with the right hand and slapping it into the palm of the 
left hand is an obscene gesture. 

 Chileans have two surnames, the father’s followed by the mother’s; 
address someone using the father’s surname preceded by the 
appropriate title or honorific. 

 Business meetings are often conducted at major hotels and 
restaurants. 

 Punctuality is important, and meetings usually begin and end on time. 

 Have business cards printed in English on one side and Spanish on the 
other, and present cards to everyone at a meeting. 

 Gifts are unusual until a close relationship is established. 

 Light conversation is typical before moving on to business; families, 
children, and Easter Island are good conversation topics, but avoid 
politics. 

 Keep your hands above the table at all times, and use proper table 
manners. 

 Avoid serving wine with the left hand. Wines are considered a 
national treasure. 

Key Contacts 

Asociación Gremial De Corredores De Propiedades De Chile (COPROCH) 
Av. Providencia 329, Piso 2 
Providencia, Chile 
Phone: (56 2) 341-3368 
infocoproch@entelchile.net 
Internet: www.coproch.cl 
 
ACOP Cámara Nacional de Servicios Immobiliarios A.G. (ACOP-CNGI 
A.G.) 
Av. Providencia 2008-A, Piso 2 
Santiago, Chile 
Phone: (56 02) 366 04 14 
acop@acop.cl 
Internet: www.acop.cl
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A Look at Colombia 

Colombia is located in 
northern South 
America, bordered by 
Panama to the 
northwest, Venezuela 
to the northeast, Brazil 
to the southeast, Peru 
to the south, Ecuador to 
the southwest, and the 
North Pacific Ocean to 
the west. The country is 
slightly less than twice the size of Texas, USA. Bogotá, located on a high 
plateau in the Andes Mountains, is its capital and largest city. 

Colombia has been involved in an internal political struggle between 
government and anti-government forces for the past four decades, but 
conditions have greatly improved in recent years, making room for 
economic growth and opportunity, along with increased public safety. 
Still, poverty and crime remain problems. The government is a 
constitutional republic with executive, legislative, and judicial branches. 

Liberalization of Colombia’s economy began in 1990, under the guidance 
of President César Gaviria Trujillo, with policies related to tariff reduction, 
privatization of state-owned companies, and financial deregulation. 
These policies led to strong growth and foreign investment, impeded by a 
recession in the late 1990s but resuming throughout the 2000s. Exports 
of petroleum led the way, with coffee close behind as principal 
commodity. Tourism became the best performing industry in 2009.48

The real estate market in Colombia has strengths on the residential and 
commercial sides. Home prices rose by double digits until 2008, only 
slightly impacted by the global financial crisis, and ticked up again by the 
end of 2009.

  

49

                                                      
48 Global Property Guide, www.globalpropertyguide.com 

 On the commercial side, NAI Global deems the country 
“the region’s secret success” in its “Global Market Report” based on 

49 Ibid 
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overall economic growth, increased stability, and demand exceeding 
supply, stimulating development. Most investment is from domestic 
capital, though foreign investment in new development is expected to 
increase in the coming years. Rents for office space are among the 
highest in South America, mostly because demand for Class A space 
exceeds supply. 

Foreign Ownership of Real Estate 

There are no restrictions to foreign ownership of real estate in Colombia. 
Foreign investment in the real estate market was opened with the 
passage of Decree 241 in 1999. This law simplified procurement 
procedures and repealed a constitutional provision that allowed the 
government to confiscate property without compensation. 

Real Estate Licensing and Practices 

Licensing is not required for real estate professionals in Colombia. 
Industry associations and government officials are exploring a variety of 
regulations, but it does not seem that licensing requirements are 
imminent. 

It is recommended that buyers use a reputable Colombian attorney for 
real estate purchases. Financing is difficult to obtain; most purchases are 
cash transactions. The real estate transaction process involves the 
following: 

 Title search and due diligence, including obtaining a Certificado de 
Tradición y Libertad, the history of the property and no-lien 
certificate, from the Public Instrument Records Office, the Catastro. 

 The Paz y Salvo Predial and Paz y Salvo de Valorizacion must be 
obtained from the municipality, certifying that all taxes have been 
paid. 

 The attorney prepares a preliminary deed, or Minuta. 

 The notario prepares the purchase/sale public deed and, after 
execution of the sale, registers it with the Catastro, carrying payment 
of a registration tax (about 1 percent of the sale price) and the 
registration fee (about 0.5 percent of the sale price). 

The Colombian government requires foreigners to use “clean, non-
laundered money” for investments, so foreigners must deposit funds in 
the seller’s account using the Central Bank’s Form No. 4. The transfer of 
funds is not subject to any taxes per the country’s liberal foreign 
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investment laws. Within 60 days of the purchase, however, foreigners 
must register their real estate investment with the Central Bank using 
Form No. 11 and attaching the Certificado de Tradición y Libertad. The 
registration is especially crucial if the investor hopes to remit money 
abroad upon sale of the property. 

Doing Business in Colombia—Beyond the Basics 

 Shake hands on greeting and departing. 

 Men shake hands with direct eye contact. 

 Women may substitute a forearm embrace for a handshake. 

 Men should wait for a woman to extend her hand. 

 Greetings become more familiar as relationships develop, with men 
embracing and patting one another on the shoulder (an abrazo) and 
women kissing once on the right cheek. 

 Colombians use the father’s surname followed by the mother’s; use 
the father’s surname and the appropriate honorific when greeting 
someone and in conversation. 

 Colombians earn respect with age and position. 

 Age is associated with wisdom. 

 Older people are served first at meals. 

 The most senior people are most often the decision makers, at home 
and at work. 

 Meetings often do not follow a linear path, even with an agenda. 

 Time is not of concern for business meetings, which may last longer 
than in your home market; do not try to rush proceedings. 

 Colombians can be animated in conversation but are also indirect to 
avoid giving bad news or to save face; a “maybe” is usually a “no.” 

 Have business cards printed in Spanish on one side and English on the 
other, and include university degrees, which are highly valued; treat 
business cards received with respect. 

 Dining is quite formal in Colombia. 
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 Wait to be seated by the host. 

 The host will say, “Buen provecho!” (enjoy or have a good meal) to 
signal that you should begin eating. 

 Keep hands visible while eating, and do not rest elbows on the table. 

 It is polite to try a little bit of everything given to you, but leaving a 
small amount of food on your plate is also polite. 

 It is also polite to cut all food, even fruit or something you would 
normally eat with your hands, with a fork and knife. 

 Do not use a toothpick at the table. 

 When going to a Colombian home, send flowers in advance, but avoid 
marigolds and lilies, which are associated with funerals. 

 Bring fine chocolates, fruit, or a potted plant for the hostess. 

 Imported spirits are expensive and highly valued as gifts. 

 Wrapped presents are not opened when received. 

 The fifteenth birthday is a milestone for girls; gold is the usual gift. 

Key Contacts 

Federación Colombiana de Lonjas de Propiedad Raiz (FEDELONJAS) 
Carrera 13A No. 97-24  
Santa Fe De Bogota, DC 
Colombia 
Phone: 57-1-623-0426 
lonjainforma@epm.net.co, gerencialonja@epm.net.co 
Internet: www.fedelonjas.org.co 
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A Look at Costa Rica 

 

The Central American country of Costa Rica is bordered on both sides by 
water, the North Pacific Ocean and the Caribbean Sea. It shares land 
borders with Nicaragua and Panama. The country is slightly smaller than 
West Virginia, USA. A top tourist destination, Costa Rica is filled with 
natural wonders, including miles of coastline, rugged mountains, great 
biodiversity, and volcanoes. While the beauty of the country has made 
for a robust second-home and retiree market, it has also driven up prices. 

Besides tourism, agriculture and technology, including microprocessors, 
are large contributors to the economy of Costa Rica. Major commodity 
exports include bananas, coffee, sugar, and beef. The political stability, 
educated workforce, and investment incentives such as a free trade zone 
attract foreign investors, and Costa Rica has one of the largest levels of 
per capita foreign direct investment in Central and South America. 
Impediments to investment include difficulty enforcing contracts and 
high levels of bureaucracy. The government of Costa Rica is a democratic 
presidential republic with a strong constitution that divides powers 
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between executive, legislative, and judicial branches. The country is 
divided into seven provinces. 

Microchip Manufacturer Intel’s Facility in Costa Rica 

 
Source: Wikipedia; Mario Roberto Duran Ortiz 

Foreign Ownership of Real Estate 

Foreigners generally have the same ownership rights as Costa Ricans. 
However, there are restrictions in the “Maritime Zone,” beach land that 
measures 200 meters from the high tide line inland. Foreigners and Costa 
Ricans are restricted from owning property or developing land in the first 
50 meters of the Maritime Zone. Exceptions may be granted for 
appropriate commercial operations such as marinas. The next 150 meters 
may only be leased to Costa Ricans and foreigners who have been legal 
residents in the country for at least five years. 

Real Estate Licensing and Practices 

While there are currently no laws requiring licensing of real estate 
professionals, the Costa Rica Chamber of Real Estate has proposed such 
laws and offers its own licensing that is intended to meet proposed 
licensing requirements. The association offers education to meet these 
requirements. 

Real estate professionals in Costa Rica typically list and show properties, 
working for the seller. The practice of buyer’s representation has 
emerged but is the exception rather than the norm. The real estate 
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professional then facilitates the transaction, working closely with the 
attorneys. It is recommended that the buyer have a competent Costa 
Rican attorney who is experienced in real estate transactions. 

The real estate transaction process typically involves the following: 

 Pre-sale contracts in Costa Rica are the Reciprocal Promise to Buy and 
Sell (Promesa Reciproca de Compra Venta) and the Purchase 
Agreement (Opcion de Compra). The appropriate contract will depend 
on the type of property and the nature of the transaction. These 
contracts set the terms of the transaction process. Costa Rican real 
estate professionals may have their own standard contracts, but it is 
advisable that buyers have their attorneys review the contract, or 
draft one. 

 The seller obtains a current property survey map (plano catastrado) 
and a property title report (informe registral) from the National 
Registry (Registro Nacional) Web site, using the title registration 
number (folio real). 

 The buyer’s attorney reviews these documents but performs 
additional due diligence. A property may have several title 
registration numbers, ownership may be unclear, or there may be 
encumbrances not reflected in the paperwork. 

 The property transfer deed is executed before the notario, who pays 
the transfer tax. 

 The notario or attorney files the public deed (testimonio) with the 
Registro Nacional, which reviews the documents and completes the 
transaction by recording the testimonio if everything is in order. 

 International title insurance is available and recommended; escrow 
services are available, but often the seller will want to hold earnest 
deposit money. Terms should be established in the pre-sale contract. 

Doing Business in Costa Rica—Beyond the Basics 

 Business dress is conservative, and formality and seriousness in 
business proceedings are expected. Jackets may be removed in 
warmer areas, except in business meetings. 

 Handshakes are the typical greeting, with embraces (abrazos) less 
common than in other regional cultures. 
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 Titles are important, so use appropriate titles when addressing 
someone. In the absence of titles, Don for a man and Dona for a 
woman, followed by the father’s surname, is appropriate until asked 
to address otherwise. 

 North American gestures will be understood. 

 Costa Ricans call themselves Ticos (TEE-kos). 

 Punctuality is important to Costa Ricans, to meetings, meals, and 
social occasions. 

 Most business entertaining takes place in the evening. 

 Have business cards, proposals, and other materials printed in both 
English and Spanish. 

 Gifts are frequently exchanged. 

 When invited to a home, bring chocolates, scotch, flowers, or wine; 
avoid lilies, which are funeral flowers. 

Key Contacts 

Costa Rica Global Association of REALTORS® (CRGAR) 
Catalina Cove  
Playa Flamingo, Santa Cruz 
Guanacaste, 511 CR 
Costa Rica 
Phone: 506-888-CRGAR 
info@crgar.com 
Internet: www.crgar.com 
 
Costa Rica Chamber of Real Estate (CCCBR) 
Apartado 125-2120  
San José, Costa Rica 
Phone: 506-2283-0191 
info@camara.cr 
Internet: www.camaracbr.or.cr 

Instituto Costarricense de Turismo (Costa Rica Tourism Board) 
San José, Costa Rica 
Phone: 506-2299-5800 
Internet: www.visitcostarica.com 
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A Look at the Dominican Republic 

The Dominican Republic is a 
Caribbean country that 
occupies the eastern two-
thirds of the island of 
Hispaniola between the 
North Atlantic Ocean and 
the Caribbean Sea. Haiti is 
on the western border. The 
country is slightly more 

than twice the size of New Hampshire, USA. 

While exports of coffee, sugar, and tobacco continue to play a role in the 
economy, the service sector, bolstered by tourism and free trade zones, 
has overtaken agriculture as the most significant contributor to GDP and 
labor force. The Dominican Republic has made great economic strides, 
exemplified by its advanced telecommunications system. However, the 
economy is largely dependent on the USA, with 60 percent of exports 
going to the country, and income inequality is severe. Remittances 
account for about a tenth of GDP. The Dominican Republic has a 
developing market for luxury second homes and resorts, with its year-
round golf courses as a major draw, and developments are in the works 
by major hotel chains and real estate moguls. 

While demand waned with the global financial crisis, the economy is 
expected to recover with an increase in tourism and exports. The 
country’s prospects are positive because of its natural beauty and diverse 
cultural milieu. Political stability, marked by regular, competitive 
elections since the 1990s after years of civil war and military dictatorship, 
is another strength. The government is a presidential democratic republic 
with three branches: executive, legislative, and judicial. 

Foreign Ownership of Real Estate 

There are no restrictions on foreign ownership of real estate, and 
residents and nonresidents have the same ownership rights and 
responsibilities as citizens of the Dominican Republic.  
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Global real estate professionals should be vigilant for fraud perpetrated 
against foreign clients, however, and any Spanish-speaking knowledge 
should be displayed.50

Real Estate Licensing and Practices 

 Immediately hiring a trusted, competent 
Dominican attorney will guard against fraud. 

Licensure is not required for real estate professionals in the Dominican 
Republic. The Asociación de Empresas Inmobiliarias (AEI), a Dominican 
real estate association, has proposed real estate regulations, including 
licensing requirements, but laws do not appear imminent. AEI does have 
a code of ethics. 

 A typical real estate transactions involves the following: 

 When a buyer finds a property, he or she presents a 10 percent 
deposit to take it off the market. The attorney holds the deposit in 
escrow/trust. 

 The attorney conducts due diligence with copies of the following 
documents: 

 Certificate of title 

 Survey of property 

 Seller’s ID or passport (and spouse’s if necessary) 

 Last property tax receipt or certificate of tax exemption 

 Approved construction plans if necessary 

 Proof that the seller is current on property taxes is important, since 
the Dominican revenue agency does not usually collect unpaid taxes; 
it merely records lack of payment, adding late fees, which must be 
settled for a transaction to go through. 

 Once due diligence is satisfactorily completed, the buyer transfers the 
remaining funds to the attorney, who will pay the seller upon 
completion of the sale. 

 The attorney or a notario authenticates the Contract of Sale, signed 
before him or her by both parties. The Contract of Sale is processed at 
the office of the revenue agency, where taxes will be paid. 

 The attorney submits documents to the title registry office, where 
ownership is transferred to the buyer. 

                                                      
50 Global Property Guide, www.globalpropertyguide.com 
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Doing Business in the Dominican Republic—Beyond the 
Basics 

 Family is very important in Dominican culture. 

 Dominicans will attend to family matters over business.  

 Nepotism is not viewed negatively, as family members are 
most trusted. 

 Status is often connected to family background rather than 
personal wealth. 

 Professionals are assessed by appearance, including fine clothes and 
designer labels. Fine attire should be worn to all functions. 

 A handshake with direct eye contact and a welcoming smile will be 
received warmly. 

 Maintaining eye contact indicates interest. 

 Use the appropriate greeting in Spanish—Buenos Dias, Buenas 
Noches, or Buenas Tardes. 

 Business appointments should be scheduled two to three weeks in 
advance, although they may be scheduled on short notice if 
necessary. 

 Be punctual for business meetings, although Dominicans may be 
tardy. 

 First meetings are often quite formal. 

 Begin with small talk before proceeding to business. 

 Avoid high pressure sales tactics, and be patient with negotiations, 
which may take some time. 

 Show deference to elders and those in senior positions (often one in 
the same). 

 Be restrained with expressions, which are context-sensitive and may 
not translate between two cultures. 

 Dominicans are direct communicators, unafraid to say what they feel. 

 For dinners, wait for the host to seat you, as there may be a seating 
plan. 
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 Guests are served first, although serving may be buffet or 
family style. 

 Table manners are Continental, with fork in the left hand and 
knife in the right hand. 

 Keep hands visible while eating, and do not rest your elbows 
on the table. 

 The host will say, “Buen provecho!” (enjoy or have a good 
meal) to signal that you should begin eating. 

 Leaving a small amount of food on your plate is considered 
polite. 

 When you are finished eating, place your knife and fork on the 
plate, prongs down and handles to the right. 

 When entertained in the home, arriving 20 to 30 minutes late is 
expected. 

 Several generations of family may be living in the home; show 
deference to the elderly. 

 Bring a gift such as chocolate or pastries. 

 Wrapped gifts are opened upon receiving. 

 Avoid gifts in purple or black, which are mourning colors. 

Key Contacts 

Asociación de Empresas Inmobiliarias (AEI) 
C/Rafael A. Sanchez No. 33, Plaza InterCaribe 
Suite 418, Ens. Naco, Santo Domingo, Dominican Republic 
Phone: 809-565-1688 
Internet: www.aei.org.do 
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A Look at El Salvador 

The country of El 
Salvador is located in 
Central America on 
the North Pacific 
Ocean between 
Guatemala and 
Honduras. It is slightly 
smaller than 
Massachusetts, USA. 
San Salvador is the 
capital and largest 
city. The terrain is 
mostly mountainous 
with a narrow coastal 
belt and a central 
plateau. The climate is 
tropical on the coast 
and temperate in the 

uplands. The country is vulnerable to hurricanes and volcanoes.  

Home in San Salvador 

 
Source: Wikipedia 
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The economy is heavily dependent on remittances—inflows are 
equivalent to almost all export income and about a third of households 
receive them. Most remittances come from the USA, and the country 
adopted the USA dollar as the official currency in 2001. The apparel, 
processed foods, sugar, and ethanol industries contribute heavily to GDP. 
With rising global competition, especially in the apparel markets, the 
government has sought to diversify the economy. They have promoted 
the country as a regional distribution and logistics hub and stimulated 
tourism investment through incentives. Most real estate purchases are 
by Salvadorans abroad. The decline in remittances with the global 
financial crisis impacted the housing market. 

The government of El Salvador is a presidential democratic republic with 
executive, legislative, and judicial branches. The country is divided into 14 
departments, which are further divided into 262 municipalities. 

Foreign Ownership of Real Estate 

Foreigners can own land in urban areas of El Salvador. They can hold 
dollar accounts in the country to use when seeking financing. Foreigners 
may not own rural land except for industrial purposes. No one—foreigner 
or Salvadoran—may own more than 245 hectares of land. 

Real Estate Licensing and Practices 

No license is required for real estate professionals in El Salvador. The El 
Salvador Chamber of Real Estate (Cámara Salvadoreña de Bienes Raíces) 
has a code of ethics its members must follow. 

The real estate transaction process involves the following: 

 Once the buyer chooses a property, a Literal Certification and a Non-
Lien Certification must be obtained from the Property Registry 
(Instituto Libertad y Progreso). 

 The attorney/notario prepares and notarizes the sale agreement. The 
seller and buyer must present the following documentation at this 
time: 

 Photocopy of the Tax Identification Numbers (NIT) of the 
parties 

 Copy of the property title or Literal Certification 

 Proof of payments of municipal taxes 

 Proof that parties are tax solvent with Ministry of Finance 
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 Company documents if the property is being purchased 
through a corporation 

 After payment of registration fees and a transfer tax, the deed is 
presented to the Property Registry for examination and registration 
under the buyer’s name, transferring ownership. 

 The deed is filed with the municipality for calculation of property 
taxes. If this is not done, the old owner will continue to be liable for 
taxes. 

Doing Business in El Salvador—Beyond the Basics 

 Men should wear a conservative, lightweight suit; women should 
wear a blouse and skirt or a dress. 

 While some people merely nod when greeting, a limp handshake that 
lasts longer than many cultures is appropriate. 

 Men should wait for women to extend their hand. 

 Speak softly when greeting someone. 

 Use a title or honorific followed by the father’s surname. 

 Call people with whom you are familiar by extending the arm 
and wriggling the fingers with palm down. 

 Maintain eye contact. 

 Make appointments a month in advance. 

 Business is discussed in meetings and over meals, never among 
family. 

 The main meal of the day is at noon. 

 Small gifts are often exchanged. 

 If you are invited to a Salvadoran home, bring a gift of candy 
or flowers; avoid white flowers, however, as they are 
associated with funerals. 

 Yawning in public is considered rude. 

 Do not point your fingers at anyone. 
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Key Contacts 

Cámara Salvadoreña de Bienes Raíces (CSBR) 
Boulevard de Los Heroes, Condominio Los Heroes  
2do. Nivel No. 2V 
San Salvador, El Salvador 
Phone: 503-2226-1463 
csbr@camarabienesraices.com.sv 
Internet: www.camarabienesraices.com.sv 
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A Look at Honduras 

 

The Central American 
country of Honduras is 
located between the 
Caribbean Sea to the 
north and the North 
Pacific Ocean, and the 
Gulf of Fonseca, to the 
south-southwest. 
Guatemala is to the 
northwest, El Salvador to 
the west, and Nicaragua 
to the south-southeast. 

The country is slightly larger than Tennessee, USA. The terrain is mostly 
mountainous on the interior with narrow coastal plains; the climate is 
subtropical in the lowlands and temperate in the mountains. The long 
Caribbean shoreline includes the virtually uninhabited eastern Mosquito 
Coast, an area of inland savannah with swamps and mangrove. Honduras 
controls a number of islands off its coasts, including Roatán, Utila, and 
Guanaja, popular to second-home buyers, retirees, and tourists. 

The economy of Honduras relies heavily on exports of apparel, coffee, 
and bananas, making it vulnerable to global competition, declines in 
demand, and poor harvests due to natural disasters. The country has an 
emerging maquila industry, created in an attempt to diversify the 
economy. The Honduras economy is linked with that of the USA, as 
exports to that country account for 30 percent of GDP, with USA-
originated remittances accounting for another 22 percent. Income 
inequality is severe. 

The government of Honduras is a democratic constitutional republic. In 
2009, the country faced a constitutional crisis with the removal by 
military force, on order of the Honduran Supreme Court, of President 
Manuel Zelaya, who was proposing a referendum to allow a constituent 
assembly to change the Honduran constitution. This crisis was mostly 
resolved with the election of President Porfirio Lobo in late 2009. 
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Foreign Ownership of Real Estate51

The Honduran Constitution originally restricted foreign ownership of 
property within 40 km of coastlines and borders. To remove this 
inhibition to development, the Honduran National Congress passed a law 
in 1990 that allowed foreigners to purchase coastal properties for two 
purposes: 

 

 Residence: Foreigners can purchase a single property not exceeding 
3,000 square meters to build a private residence. The buyer must 
register the purchase with the Ministry of Tourism and complete 
construction of the residence within 36 months from the date of 
purchase or pay an annual penalty worth 20 percent of the value of 
property until construction is complete. 

 Tourism: Foreigners may purchase as much land as they want for 
approved tourism projects. 

Real Estate Licensing and Practices 

There are some local real estate regulations that are loosely enforced, 
but not official or national licensing requirements for real estate 
professionals. Nonresidents must comply with local residency 
requirements related to the ability to work legally in Honduras.  

The real estate transaction process in Honduras involves the following: 

 There have been instances of fraud reported in Honduras, and not all 
properties are legally titled or are in ownership disputes. It is essential 
for global real estate professionals to exercise extreme caution when 
working in Honduras. Involve a trusted, competent local attorney. 

 The buyer’s attorney may access property documents at the online 
Unified Registry System. These documents, the full certificate 
(certificación integra) and the non-encumbrance certificate 
(certificado de libertad de gravamen), must be examined to ensure a 
clear title. Additional due diligence may be required. 

 Using the municipal tax number of the property, the attorney must 
check with the Cadastre to ensure that the registered owner has paid 
municipal taxes. 

 The notario issues a preliminary deed (escritura matriz). After this is 
done, a 1.5 percent transfer tax must be paid. This percentage is 

                                                      
51 Global Property Guide, www.globalpropertyguide.com 
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based on either the official value of the property (determined by the 
Cadastre for tax purposes), or the insured value, whichever is higher. 

 The notario issues the final deed (testimonio) and registers it at the 
property registry (Instituto de la Propiedad). 

 The notario presents the registered deed to the Cadastre to register 
change in ownership for tax purposes. 

Doing Business in Honduras—Beyond the Basics 

 Men should dress somewhat conservatively in suit and tie. Women 
should wear stylish yet conservative skirt and blouse with nice shoes. 
Being well groomed, with pressed clothes, is appreciated. 

 A handshake is appropriate in business situations, although some 
people may prefer a nod and verbal greeting. 

 Men should wait for women to extend their hands first. 

 When two women or a man and a woman who are friends or 
family greet, they may exchange a light hug and kiss cheeks. 

 Friends and family may touch one another on the arm or shoulder 
while conversing. 

 Have business cards printed in English and Spanish, and treat those 
received with respect. 

 Use a title or honorific and surname when addressing someone. 

 Direct eye contact is usually the way to go for foreigners conducting 
business in Honduras, although Hondurans may avoid eye contact 
with superiors or people of a higher social status. 

 Be punctual for meetings, even though your Honduran hosts may be 
late. 

 Meetings typically do not follow a strict agenda; strong personalities 
will assert themselves in the conversation, which may last longer than 
planned. 

 Gift giving should be avoided in business situations, especially at the 
beginning of forming a relationship, as gifts may be misconstrued as 
bribes. 

 Small gifts in social situations, especially after a relationship has been 
established, may be appropriate. 
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 When entertained in someone’s home, bring a nice bottle of 
wine or fine candy as a gift. 

 Avoid tossing things to people, as this is considered rude. 

Key Contacts 

Cámara Nacional de Bienes Raices de Honduras (CANABIRH) 
Col. Castaño Sur, Paseo Virgilio Zelaya Rubí  
Bloque C, Casa #24 
Tegucigalpa, Honduras 
Phone: 504-566-3659 
info@canabirh.com 
Internet: www.canabirh.com 
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A Look at Jamaica 

 
 

Jamaica is an island in the Caribbean Sea south of Cuba. It is slightly 
smaller than Connecticut, USA. The economy of Jamaica is largely based 
on services, with tourism accounting for around 20 percent of GDP, as 
people visit the country for its resorts, beaches, tropical climate, and 
mountainous terrain. The government of Jamaica is a constitutional 
parliamentary democracy and part of the British Commonwealth Realm. 

Property prices have fallen as global demand weakened and overpriced 
properties corrected. Sales volume has come down as well. Rentals of 
luxury residential developments have increased, though the increase may 
be attributed to the wariness of would-be second-home buyers to enter 
the market and reduced rents. The Jamaican government is taking steps 
to boost tourism and reduce inflation and the debt-to-GDP ratio, so 
experts have high hopes for the years ahead.52

  

 

                                                      
52 Global Property Guide, www.globalpropertyguide.com 
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Jamaican Resort 

 
Source: Wikipedia 
 

Real Estate Licensing and Practices 

Jamaican law requires licensing of real estate professionals (“dealers” 
and “salesmen” in Jamaica). Requirements include education and 
registration and an interview with the Real Estate Board. Foreigners 
holding license abroad may submit a certified copy of credentials, but still 
have to complete a portion of the education and fulfill other 
requirements.  

There are no restrictions to foreign ownership of real estate in Jamaica. A 
buyer finds a property with the help of a real estate professional and 
then proceeds through the title search and land survey with the 
assistance of a qualified Jamaican attorney. 

 There are two types of titles in Jamaica. 

 Common law title: for unregistered lands; not recommended. 

 Registered title: legal and official; the original is registered at 
the Office of Land and Titles. 

 An Agreement for Sale is prepared, usually by the seller’s attorney, 
and signed by both party’s either at the office of the real estate 
professional or with the attorneys. 

 The transaction becomes legal and binding, and the buyer submits a 
deposit of 10 to 20 percent. The buyer’s share of stamp duty on the 
transaction is normally taken from the deposit. 
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 If using foreign currency, prior approval by the Exchange Control 
Department of the Bank of Jamaica is required. 

 Jamaican mortgages are available for qualified buyers. 

 After signing the agreement and due diligence, the parties must 
submit an application to the Office of Registrar of Titles for 
conveyance. Duties must be paid at this time. Documents must be 
stamped within 30 days of signed to avoid penalties. 

 Transfer of deed completes the transaction. 

Doing Business in Jamaica—Beyond the Basics 

 Extended family forms a close-knit group, and members support one 
another financially as well as emotionally. 

 Religion is important to the lives of many Jamaicans—the country has 
the most churches per capita in the world. 

 Dress conservatively. 

 Greet people with a handshake, eye contact, and a warm smile, along 
with the appropriate greeting—“good morning,” “good afternoon,” or 
“good evening.” 

 With familiarity, women may hug and exchange kisses on the cheek, 
beginning on the right. Men may pat one another on the shoulder. 

 Begin with honorific and surname until someone asks you to use their 
first name; as a relationship deepens, it is common for a Jamaican to 
ask you to use a nickname. 

 When dining, the more formal the occasion, the more strict the 
protocol on manners. When in doubt, watch what others are doing 
and emulate their behavior 

 Wait until you are invited to be seated; there may be a seating 
plan. 

 Table manners are Continental, with the fork held in the left 
hand the knife held in the right hand. 

 Meals are often served buffet-style.  

 Do not begin eating until the host invites you to start. 

 When not eating, it is acceptable to keep your hands in your 
lap. 
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 Trying everything offered is considered polite. 

 Always use utensils to eat. 

 Finishing everything on your plate is considered polite. 

 While you should not be overly familiar until establishing a 
relationship, Jamaicans are direct communicators and expect others 
to be direct. 

 Status is important; show deference to those in higher positions. 

 Schedule meetings two weeks in advance, especially when traveling 
from abroad, and call to confirm meetings a few days in advance. 

 Jamaicans expect punctuality, even if they are running behind. 

 Meetings may seem friendly in tone but they are essentially formal 
and should be complete, covering everything lest someone think you 
are trying to conceal information. 

 Avoid high-pressure sales tactics, and be patient. Bargaining and 
negotiating are expected. 

Key Contacts 

REALTORS® Association of Jamaica 
Shortwood Professional Centre  
40 Shortwood Road, Unit 14 
Kingston 8, Jamaica 
Phone: 876-925-6223 
info@realtorsjamaica.com 
Internet: www.realtorsjamaica.com 
 
Real Estate Board—Jamaica  
1 Surbiton Road 
Kingston 10, Jamaica 
Phone: 876-926-9748 
info@reb.gov.jm 
Internet: www.reb.gov.jm 
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A Look at Paraguay 

Residential towers in 
Asunción, the capital 
of Paraguay and its 
largest city. Photo: 
Wikipedia 

Paraguay, a landlocked country in South America, borders Bolivia to the 
northwest, Brazil to the northeast, and Argentina to the south-southwest. 
The country is slightly smaller than California. 

The economy of Paraguay is largely informal, with thousands of urban 
street vendors and microenterprises. Agricultural exports, especially 
soybeans, contribute about 20 percent to GDP. Because of the 
informality of the economy, accurate performance metrics are difficult to 
obtain. Paraguay is mostly self-sufficient in food supply and relies almost 
solely on hydropower for electricity. The government welcomes foreign 
investment. 

The government is a presidential representative democratic republic with 
executive, legislative, and judicial branches.  

Foreign Ownership of Real Estate 

Foreigners are free to own land without restriction in Paraguay. However, 
land ownership may be disputed in rural areas. The capital of Asunción 
has mostly clear property registry. 

Real Estate Licensing and Practices 

Licensing is not required in Paraguay for real estate professionals, 
Paraguayan or foreign. The real estate transaction process involves the 
following: 
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 The notario obtains a non-encumbrance certificate (Certificado de 
libre gravamen o condiciones de dominio) and a Certificate on Free 
Disposability of Assets (Certificado de anotaciones personales), which 
states that the seller has no inhibitions to sell the property. These 
documents are obtained at the General Direction of Public Registries 
(Direccion general de registros publicos). 

 Verification from the municipality that the property is current on 
taxes must be obtained. 

 The notario obtains a Certificate of Cadastre (or Zoning Certificate) 
from the National Service of Cadastre. 

 The notario prepares and notarizes the transfer deed and pays the 
Municipal Tax on transfers (0.2-0.3 percent of property value). 

 The notario registers the deed at the Public Registry and pays a 
registration fee, completing the transaction. 

Doing Business in Paraguay—Beyond the Basics 

 Dress conservatively at first, and follow your counterparts’ lead for 
subsequent visits or meetings. Nice clothes are respected in 
Paraguay. 

 Shake hands when greeting both men and women, even if you have 
met them earlier in the day. 

 Friends and family kiss once on each cheek when greeting. 

 Be punctual for meetings, even though they may begin late. 

 Negotiations will proceed slowly, so be patient. Send the same 
representative each time, as Paraguayans value establishing 
relationships, and another person would have to start from the 
beginning. 

 Lunch is the main meal of the day; businesspeople usually go home 
for lunch. 

 Dinner is late—9 p.m. or 10 p.m. This meal is typically a social event; 
do not talk business unless your host initiates it. 

 Guests are offered full plates of food and seconds are pressed 
upon them. Accept seconds, but leaving a small amount of 
food is considered polite. 

 Paraguayans share food and buy rounds of drinks. 
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 Manners are Continental, with the fork in the left hand and 
the knife in the right hand. 

 For business situations, gifts from your home region will be 
appreciated. For social situations, give the hostess flowers and candy. 
Sweets from Argentina are especially prized. 

Key Contacts 

Paraguay Association of Land Development and Chamber of Real Estate 
Companies (APEL - CAPEI) 
Alberdi 456 c/ Oliva Edificio Cardinal  
3º Piso Of. 9 y 10 
Asunción, Paraguay 
Phone: 595-21-490-263 
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A Look at Peru 

Peru, former seat of 
prominent Andean 
civilizations such as the 
Incan empire, is located 
in western South 
America on the South 
Pacific Ocean, bordering 
Ecuador and Colombia to 
the north, Brazil to the 
east, and Bolivia to the 
southeast. It shares a 
small border with the 
northern tip of Chile. The 
country is slightly 
smaller than Alaska, 
USA. The government of 
Peru is a presidential 

representative democratic republic divided into 25 regions and one 
province (the capital of Lima). The government has three branches. The 
executive branch consists of a president elected to a five-year term, a 
first vice president, and a second vice president. The president appoints a 
council of ministers and a prime minister. The legislative branch consists 
of one house, a Congress with 120 members. Once considered somewhat 
powerless, the Congress is emerging as a strong counterbalance to the 
executive branch and presidential powers. The Supreme Court of Justice 
leads the judicial branch. 

New Macroeconomic Strength 

The economy of Peru has undergone liberalization since the 1990s and 
now possesses a solid macroeconomic framework for continued growth 
and foreign direct investment. Liberalization of the Peruvian economy 
began with the policies of President Alberto Fujimori and continued with 
Presidents Alejandro Toledo and Alan García Pérez. While commodity 
exports such as copper, gold, and zinc still make the country vulnerable 
to dips in global demand, other sectors have emerged to diversify the 
economy. Strong sectors include services, which accounts for 53 percent 
of GDP, and industry. The tourism industry grew by 4 percent in 2009, 
even in the midst of the global financial crisis, and domestic and foreign 
investment in the industry is expected to increase. Peru’s main trading 
partners include the USA, China, Canada, Japan, Chile, and Brazil.  
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While income inequality remains a problem, Peru’s macroeconomic 
strengths and pro-market policies create an economic climate that should 
present opportunity for global real estate professionals. Economic 
growth has led to a boom in construction, an increase in home prices, 
and high rental yields, especially in the capital city of Lima. 

San Isidro Financial District—Lima, Peru 

 
Source: Wikipedia 

Foreign Ownership of Real Estate 

Foreigners and non-foreigners have equal ownership rights under 
Peruvian law. Foreign buyers must obtain approval from the government 
to purchase properties close to the borders, and ownership is restricted 
near government installations and military bases. 

Real Estate Licensing and Practices 

Licensing is required for real estate agents in Peru. Requirements include 
200 hours of training, mandatory continuing education, and renewal 
every three years. The industry is regulated by the Housing Department. 
Nonresidents are restricted from marketing properties. 
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A real estate transaction in Peru involves the following:  

 Title search and due diligence: obtain the Property Registry Certificate 
from the National Property Registry (Superintendencia Nacional de 
Registros Públicos) and have an attorney inspect the title, ensuring 
that the property is free from encumbrances. 

 Sales/Purchase Agreement (minuta): a notario prepares this contract 
and files it for conversion to a public deed. Buyers are advised to 
“block” the property registry through what is known as a “pre-
emptive reservation” on the property register. This block lasts for 60 
days and allows time for the contract to be converted to a public 
deed, preventing third-party filings. 

 Execution of public deed: the parties sign the public deed with the 
notario. 

 Payment of transfer tax: the buyer pays a 3 percent transfer tax to 
the Tax Service Administration (Servicio de Administración Tributaria 
de la Municipalidad Metropolitana de Lima – SAT). This payment may 
be made electronically at the office of the notario. 

 Registration of the public deed: Usually the notario registers the 
executed deed with the public registry, but this is not required. 

Doing Business in Peru—Beyond the Basics 

 Business attire is conservative; suits and shined shoes are the norm. 

 Handshakes are appropriate for men and women; when a 
relationship has been established, women will often kiss on the 
cheek, and men will kiss women on the cheek. 

 Use titles or honorific and surname until someone asks you to call 
them by their first name. Peruvians have two surnames, the father’s 
followed by the mother’s; use the father’s surname when addressing 
someone. 

 Have business cards printed in English on one side and Spanish on the 
other, with your titles featured; present cards with the right hand, 
and be sure to examine any cards you receive. 

 Lunch meetings begin later in the day, as the meal begins later, 
normally around 1 p.m. or 2 p.m. 
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 Peruvians are proud of their national drink, the Pisco Sour, and 
will likely offer one during a lunch meeting. 

 Keep your hands on the table while eating. 

 Schedule meetings in advance; it is considered rude to drop in 
unannounced. 

 Be punctual, but your Peruvian counterpart may be up to an hour 
late, following what is known as “la hora peruana,” or “Peruvian 
time.” 

 Peruvians tend to be brisk with business; be direct and to the point. 

 Decisions are made at the highest level, so try to meet with top 
executives. Attempt to identify the decision maker in a group of 
people and pay special attention to that person, showing deference, 
making frequent eye contact, and paying respect. 

 Negotiations may be lengthy and take several meetings; be patient. 

 When entertained at a home, arrive about 30 minutes late and stay 
30 minutes after the meal has concluded. 

 Bring a gift, but avoid purple or black wrapping paper and 
handkerchiefs, which are associated with funerals. Also avoid 
knives or letter openers, which signify your wish to sever a 
relationship. 

 Business is not usually discussed during dinner in a home, so 
avoid the topic unless your Peruvian host brings it up. 

 Express interest in Peruvian culture. 

 Ask permission before photographing someone, and never 
photograph government installations. 

Key Contacts 

Asociación Peruana de Agentes Inmobilarios (ASPAI) 
Miguel Dasso 134, Oficina 202, San Isidro 
Lima, Peru 
Phone: 511-422-0171 
aspai@aspai.org.pe 
Internet: www.aspai.org.pe 
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Cámara Peruana de la Construcción (CAPECO) 
Av. Victor Andres Beluande 147, Via Principal 155  
Edificio Real 3 - Of. 1402, San Isidro 
Lima, Peru 
Phone: 511-441-7042 
postmat@capeco.org 
Internet: www.capeco.org 
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A Look at Uruguay 

The South American 
country of Uruguay sits 
on the South Atlantic 
Ocean between Brazil 
and Argentina. It is 
slightly smaller than the 
state of Washington, 
USA. Montevideo is its 
capital and largest city, 
and has been recognized 
for its high quality of life. 

Uruguay enjoyed high levels of economic growth in the mid-2000s after 
emerging from a financial crisis in the early part of the decade. While 
growth was hindered by the global financial crisis in 2008-09, the country 
managed to avoid a severe recession, largely because of increased public 
expenditure. Agricultural exports such as cattle, dairy, and rice, financial 
services, software and consulting, and tourism contribute to the 
Uruguayan economy. Uruguay has a highly literate, educated workforce. 
Utilities, railways, and mortgage banking, among other industries, remain 
state-owned, and the debate over privatization of these industries is 
significant to Uruguayan politics. 

The government is a presidential constitutional republic with a bicameral 
legislature (Chamber of Senators and Chamber of Representatives) and a 
judicial branch led by the Supreme Court. 

Foreign Ownership of Real Estate 

The only restrictions to foreign ownership of real estate in Uruguay 
involve areas considered part of the national security domain. Otherwise, 
foreign investors have the same benefits and obligations as Uruguayan 
investors. Boutique hotels are a popular investment for foreigners, and 
several large resorts are under development. While most investors come 
from the USA and Canada, Europeans, Australians, and other foreigners 
are increasingly interested in Uruguay for its favorable prices, political 
stability, and economic growth. 
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Real Estate Licensing and Practices 

A license if not required for real estate professionals in Uruguay. The 
Uruguayan Chamber of Real Estate (Cámara Inmobiliaria Uruguaya – CIU) 
has a code of ethics with which its members must comply.  

The real estate transaction process involves the following: 

 The buyer selects a property.  

 The buyer’s notario contacts the seller and drafts the first contract 
document, the Boleto de Reserva, which:  

 Secures the purchase, committing seller and buyer; 

 Sets a penalty if either party breaches the contract; 

 Sets the amount that is deposited simultaneously with the 
signing of the Boleto de Reserva, usually 10 percent of the 
price, which stays in escrow with the notario that the buyer 
appointed; 

 Allows 30 to 45 days for the title search and due diligence; 

 Sets the closing date, when the full price is paid and property 
ownership is transferred. 

 The seller must provide documentation that the property, and his or 
her status as an owner of the property, is free of encumbrances. The 
documents include: 

 Banco de Provision Social, which proves that the owner is free 
of any social security debt; 

 Proof of no pending mortgage, lien, or any other encumbrance 
on the property. 

 After signing the Boleto de Reserva, the notario: 

 Analyzes the title and deeds; 

 Verifies information on the property in the Public Registry; 

 Verifies the tax situation, payment of utilities, and other 
property information to ensure legal transfer. 

 If there are no encumbrances on the title, the notario drafts the 
purchase document, the Escritura de Compraventa. 

 Both parties and the notario sign the purchase document to transfer 
the property, and the full purchase price is paid to the seller. 
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 The notario records the purchase of the property in the Public 
Registry to secure proof of ownership for the buyer. 

Doing Business in Uruguay—Beyond the Basics 

 Dress conservatively in dark suits and muted colors; in warm weather 
follow the lead of your hosts in removing your coat for comfort. 

 Greet people with a smile and firm handshake. 

 Uruguayans stand close when speaking, both socially and in business, 
and may touch on the arm or shoulder. 

 Have business cards printed in English and Spanish. Present cards to 
everyone at a meeting. 

 Arrive on time for meetings, even though your hosts may be late. 
Meetings may be extremely formal. 

 Prepare presentations, brochures, and all other materials in Spanish. 

 Gifts are not important to conducting business. If an occasion seems 
appropriate for a gift, a bottle of spirits, something from your 
company, or a product or item particular to your home market will 
suffice. 

 Lunch is typically the meal for business meetings and discussions, and 
dinner is reserved for socializing. 

 Dinner is typically late—9 p.m. or 10 p.m. 

 Send flowers, especially roses, or candy in advance of dinner. 

 Arrive about a half hour late to dinner invitations. 

 Uruguayans will welcome conversation about their history, culture, 
and politics; just be sure that you are informed on these matters 
before initiating discussion. 

 People use the “ch-ch” sound to get someone’s attention or to call a 
taxi. 

 Do not use the “OK” sign, which is considered vulgar. 

 Do not sit on a table or desk, which is considered rude. 

 Acknowledging strangers on the street with a smile or a nod is not 
common; such a gesture may be misinterpreted. 
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Key Contacts 

Cámara Inmobiliaria Uruguaya (CIU) 
Avenida Uruguay 820—C.P. 11000 
Montevideo, Uruguay 
Phone: 598-2-902-8266 
ciu@ciu.org.uy 
Internet: www.ciu.org.uy 

 

 



CIPS: The Americas & International Real Estate 

266 

A Look at Venezuela 

 

The South American 
country of Venezuela is 
located on the Caribbean 
Sea and the Atlantic 
Ocean bordering 
Colombia, Brazil, and 
Guyana. It is slightly more 
than twice the size of 
California. 

The economy of Venezuela is highly dependent on oil prices, as the 
petroleum industry accounts for about 90 percent of export revenues, 
about 50 percent of federal budget revenues, and around 30 percent of 
GDP. Periods of high oil prices in the last half-decade have contributed to 
GDP growth and an increase in consumer spending, but the dependence 
on oil means that dipping oil prices have almost immediate adverse 
effects. Rampant inflation is also a significant problem. 

President Hugo Chavez has nationalized several companies over the past 
several years, including those in the agribusiness, petroleum, electricity, 
tourism, banking, cement, and steel industries. Chavez has also expressed 
a willingness to impose price controls on the housing market. These 
activities have led to the flight of domestic capital and reluctance on the 
part of foreign investors to enter a market, and a country, increasingly 
fraught with economic and political uncertainty. The government is a 
federal constitutional republic with five branches of government—
executive, legislative, judicial, citizen, and electoral. 

Foreign Ownership of Real Estate 

Foreigners may purchase property in Venezuela with a passport, a tourist 
visa, and a Registro de Informacion Fiscal (RIF), a fiscal identification 
number. 
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Real Estate Licensing and Practices 

Licensing is not required for real estate professionals in Venezuela. The 
Real Estate Chamber of Venezuela (Cámara Inmobiliaria de Venezuela) 
certifies professionals through training and other procedures.  

The real estate transaction process involves the following: 

 The real estate professional mediates between the buyer and the 
seller and helps negotiate price. 

 An attorney prepares the “option to buy” (opción a compra), which 
legally obligates the buyer and seller to the deal at the agreed upon 
price. A 10-30 percent down payment is usually required at this time. 

 The buyer pays all legal and registration fees in advance (typically 1-3 
percent) in local currency, and the seller must deliver a property free 
of encumbrances. The buyer’s attorney, however, should ensure that 
the title is clean and nothing will obstruct the transfer of ownership. A 
Certificate of Encumbrances, provided by the seller from the property 
registry, can provide guarantees on this matter. 

 The attorney presents the sales agreement to the property registry, 
which calculates final fees and taxes.  

 The attorney presents all documentation to the property registry, 
which examines everything for accuracy and fulfillment of terms. The 
registry sets the date for final signing by the Registrar. 

 Parties attend the signing of the sales document by the Registrar, 
finalizing the transaction. 

Doing Business in Venezuela—Beyond the Basics 

 Dress conservatively in dark, muted colors, but remember to choose 
an appropriate material for the climate. 

 Venezuelan women dress in stylish, designer clothing. 

 Greet people with a handshake upon meeting and departing. Use 
only someone’s title if they have one, or use honorific followed by the 
father’s surname.  

 Try to greet the eldest person in the group first when meeting 
people for the first time. 

 Good friends hug, and women exchange kisses on the cheeks. 

 Say good-bye to each person individually. 
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 People stand close together when speaking and may touch arms. 

 Avoid dominating a conversation. 

 Good conversation topics: art, literature, history. 

 Conversation topics to avoid: politics, inflation. 

 Have business cards printed in English and Spanish, and present cards 
immediately following introductions. 

 For meetings, punctuality is expected, and small talk is not common. 

 Maintain good posture; slouching is not viewed favorably. 

 It is common practice to follow a morning meeting with an invitation 
to lunch, which is the main business meal; dinner is reserved for 
socializing. 

 Senior executives face one another; guests do not sit at the 
head of the table. 

 Wait for a toast before taking the first sip of a drink. 

 Table manners are Continental, with the fork in the left hand 
the knife in the right hand. 

 The host will say, “Buen provecho!” (enjoy or have a good 
meal) to signal that you should begin eating. 

 Leaving a small amount of food on your plate is considered 
polite. 

 When you are finished eating, place the utensils in parallel 
diagonally on the plate. 

 The senor visiting businessperson may want to offer a toast, 
wishing good business negotiations and reciting a Spanish 
phrase about the pleasures of visiting or being with 
Venezuelans. 

 A good quality pen or another fine office item is an appropriate gift 
for a man; an orchid, the national flower of Venezuela, is an 
appropriate gift for a woman. 

 Do not give handkerchiefs, which are considered unlucky. 

 Wrapped gifts are opened when received. 

 Send a handwritten thank-you note when you receive a gift. 
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 When entertained in a home, bring or send flowers or candy to the 
hostess. 

 Arrive 15 to 30 minutes late. 

 Venezuelans go out of their way to entertain and 
accommodate guests. 

 Never decline an invitation for coffee. Such an invitation is considered 
very hospitable. 

 Women should avoid meeting Venezuelan men alone; the intent of 
the meeting may be misconstrued. 

Key Contacts 

Cámara Inmobiliaria de Venezuela (CIV) 
Edificio IASA, Ofic 502 – 503 
Plaza la Castellana 
Caracas, Venezuela 
Phone: 58-212-267-3256 
presidencia.ejecutiva@camarainmobiliaria.org.ve 
Internet: www.camarainmobiliaria.org.ve 
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Web Sites

 NATIONAL ASSOCIATION OF 
REALTORS®, www.Realtor.org/global 

 Realtor.com, www.realtor.com 

 Asociación de Corredores de 
Propiedades de Chile (COPROCH), 
www.coproch.cl 

 Asociación Mexicana de Profesionales 
Inmobiliarios (AMPI), Mexico, 
www.ampi.org 

 Asociación Panameña de Corredores y 
Promotores de Bienes Raíces (ACOBIR), 
Panama, www.acobir.com 

 Asociación Peruana de Agentes 
Inmobilarios, (ASPAI), Peru, 
www.aspai.org.pe 

 Association of Foreign Investors in Real 
Estate (AFIRE), www.afire.org 

 Association of Real Estate Brokers of 
Belize, www.arebb.com 

 Authority of Tourism Panama, 
www.visitpanama.com 

 Bahamas Real Estate Association, 
www.brea.com 

 Belize National Association of Realtors, 
http://belizenational.point2agent.com 

 Cámara Argentina de Propiedad 
Horizontal y Actividades Inmobiliarias, 
www.caphai.com.ar 

 Cámara Costarricense de Corredores de 
Bienes Raíces, Costa Rica, 
www.camaracbr.or.cr 

 Cámara Inmobiliaria Uruguaya (CIU), 
Uruguay, www.ciu.org.uy 

 Cámara Inmobiliaria de Venezuela, 
www.camarainmobiliaria.org.ve 

 Cámara Nacional de Bienes Raíces de 
Honduras, www.canabirh.com 

 Cámara Nacional de Servicios 
Inmobiliarios, Chile, www.acop.cl 

 Cámara Peruana de la Construcción, 
Peru, www.capeco.org 

 Cámara Salvadoreña de Bienes Raíces, 
El Salvador, 
www.camarabienesraices.com.sv 

 Canadian Real Estate Association, 
www.crea.ca 

 CIA World Factbook, www.cia.gov 

 CIPS on Facebook, www.facebook.com/ 
pages/Certified-International-Property-
Specialist-CIPS-Network/55297212877 

 CIPS Widget, www.realtor.org/files/ 
cipswidget/index.html 

 Colegio de Martilleros y Corredores 
Públicos de San Isidro, Argentina, 
www.cmcpsi.org.ar 

 Consejo de Promoción Turística de 
México, www.visitmexico.com 

 Costa Rica Global Association of 
REALTORS®, www.crgar.com 

 Currency Exchange, www.xe.com 

 Deloitte International Tax Source, 
www.deloitte.com/dits 
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 Denver University Global Real Estate 
Project, http://burns.daniels.du.edu 

 Doing Business Survey, the World Bank 
Group, www.doingbusiness.org 

 The Economist, www.economist.com 

 EXPO REAL, www.exporeal.net 

 Federación Colombiana de Lonjas de 
Propiedad Raíz (FEDELONJAS), 
Colombia, www.fedelonjas.org.co 

 FocusEconomics, LatinFocus, www.latin-
focus.com 

 Fondo Nacional de Fomento al Turismo 
(FONATUR), Mexico, 
www.fonatur.gob.mx 

 Foreign Businesses Doing Business in 
the United States, www.usa.gov/ 
Business/ Foreign_Business.shtml 

 Global Property Guide, 
www.globalpropertyguide.com 

 Institute of Real Estate Management, 
www.irem.org 

 International Consortium of Real Estate 
Associations (ICREA), 
www.worldproperties.com 

 International Council of Shopping 
Centers, www.icsc.org 

 International Monetary Fund (IMF), 
www.imf.org 

 International Property Awards 
Ceremony, www.propertyawards.net 

 International Trade Centre, 
www.intracen.org  

 International Trade Data System, 
www.itds.treas.gov  

 Internet World Stats, 
www.internetworldstats.com 

 Journal of Commerce – Global Trade 
and Logistical Data, www.joc.com 

 LatinWorld, www.latinworld.com 

 NAI Global Market Research, 
www.naiglobal.com/mr.aspx 

 Organisation for Economic Co-operation 
and Development, www.oecd.org 

 Organization of American States, 
www.oas.org 

 Real Estate Connections TV, 
http://realestateconnections.tv 

 REALTORS® Association of Jamaica, 
www.realtorsjamaica.com 

 Sindicato das Empresas de Compra, 
Venda, Locação e Administração de 
Imóveis Residenciais e Comerciais de 
São Paulo, Brazil (SECOVI-SP), 
www.secovi.com.br 

 Sister Cities International, www.sister-
cities.org 

 Statistics Canada, www.statcan.gc.ca 

 U.S. Department of Commerce 
International Trade Administration, 
www.trade.gov  

 U.S. Trade Representative Country 
Profiles, www.ustr.gov/about-US/trade-
toolbox/country-profiles 

 World Bank, www.worldbank.org  
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 World Chambers Network, 
www.worldchambers.com 

 World Trade Centers Association, 
www.wtca.org  

 World Trade Organization, 
www.wto.org  

Publications 

 Morrison, Terri, Wayne A. Conaway, 
George A. Borden and Hans Koehler. 
Kiss, Bow, or Shake Hands: How to Do 
Business in 60 Countries, Second Edition, 
Adams Media Corp., 2006. 

 Rapaille, Clotaire. The Culture Code: An 
Ingenious Way to Understand Why 
People Around the World Live and Buy 
the Way They Do, Broadway, 2007. 
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Glossary 

A 

The Americas 

The region of the world that includes the 
countries of North, Central and South 
America, and the islands of the Caribbean. 

Andean Community of Nations (CAN) 

A trade bloc comprising the countries of 
Bolivia, Colombia, Ecuador, and Peru. 

Andean Region 

A region of South America named for its 
proximity to the Andean mountains. 
Countries in the region include: Bolivia, 
Columbia, Ecuador, Peru and Venezuela. 

 

B 

Balance of payments 

A system of recording all of a country’s 
economic transactions with the rest of the 
world for a particular period of time. 

Base industries 

The industries in which countries specialize 
in due to natural, human, or other 
resources. Base industries usually provide a 
country with goods for export. 

BRIC economies 

The rapidly developing economies of Brazil, 
Russia, India, and China, which by 2050 
could eclipse the combined economies of 
the current richest countries in the world. 

 

C 

Cadastro das Pessoas Fisicas (CPF) number 

A Brazilian tax identification number; 
required for real estate transactions in 
Brazil. 

Capital flow 

The movement of money, people, skills and 
innovations across national boundaries in 
exchange for other goods or services. 

Capital good 

A good that creates other capital (i.e., 
equipment, factories). 

The Caribbean 

A region of the Americas that includes all of 
the islands between North and South 
America, from Cuba to Trinidad and 
Tobago. 

Caribbean Common Market (CARICOM) 

An agreement developed to establish a 
common external tariff and promote free 
trade among partner Caribbean countries. 

Central America 

A region of the Americas that connects 
North America to South America. These are 
the countries south of Mexico, but north of 
Columbia. They include: Belize, Guatemala, 
El Salvador, Honduras, Nicaragua, Costa 
Rica, and Panama. 
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Central American Common Market (CACM) 

An agreement developed to establish a 
common external tariff and promote free 
trade among partner Central American 
countries. 

Certified International Property Specialist 
(CIPS) 

A professional designation awarded to real 
estate professionals by the NATIONAL 
ASSOCIATION OF REALTORS®. 

Civil law 

A code of law in which the government 
writes statutes that apply to rights, 
responsibilities, and duties. (Also known as 
Roman law.) 

Common law 

A code of law in which rights, 
responsibilities, and duties are determined 
by the courts on a case-by-case basis. 

Consumption-to-savings ratio 

A comparison of the amount of money a 
population spends to the amount of money 
it puts into savings. 

Co-propiedad ownership 

A form of joint ownership within a family. 
Clearing title to properties with such 
ownership is cumbersome and uncertain; 
properties under this form of ownership are 
not recommended. 

Counter trade 

The process of buying goods or services 
with other goods. 

Country assessment model 

A group of characteristics used to examine 
and determine the real estate potential of a 
new market. 

Currency 

A medium of exchange that holds value in a 
particular nation or market and can be 
exchanged for goods or services. 

 

D 

Dependent nation 

A country that relies on another nation for 
foreign relations and/or defense. 

 

E 

Ejido land 

Land formerly expropriated by the Mexican 
government and awarded to communal 
groups. Although a process was created for 
privatizing and titling the land, this process 
is highly unpredictable and uncertain, and 
global real estate professionals should avoid 
transactions involving ejido land. 

Escrow 

Money, securities, or property held by a 
third party until the conditions of a contract 
are met. 
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European Union (EU) 

A union formed among 27 European 
countries to promote cooperation by 
removing trade barriers and creating a 
single economic market.  

Exchange rate 

The value of one currency in terms of 
another, or the amount that must be paid in 
one currency in order to obtain an amount 
in another currency. 

 

F 

Fideicomiso 

A bank trust established by the Mexican 
government to allow foreigners to hold real 
estate in restricted zones. A Mexican bank 
holds title to the property, but the foreigner 
is the beneficiary. As a result, the foreigner 
is entitled to use, lease, or sell the property 
as he or she sees fit. Fideicomisos may be 
renewed after a period of 50 years. 

FIABCI (International Real Estate 
Federation) 

A member organization developed to 
encourage communication within the 
international real estate community for 
increased business and improved financial 
success. 

Fiduciary 

A person who holds an asset in trust for a 
beneficiary. 

 

 

Flight capital 

Assets that are divested in a country other 
than the investor’s home country. The 
name is derived from the act of placing 
capital in another country in the event that 
the investor may have to “flee” his or her 
home country due to internal conflict. 
Today, many foreigners chose to invest in 
other countries for a variety of reasons. 
Flight capital frequently takes the form of 
foreign real estate. 

Foreign direct investment (FDI) 

Investment of foreign monies into domestic 
structures, equipment, and organizations 
that are considered productive assets. 

Foreign national 

A foreign citizen who is present in another 
country. 

Fractional ownership 

A form of ownership, often at resorts with 
luxury accommodations, that provides a 
deeded share in a residence with other 
buyers, usually from two to twelve. 

 

G 

Globalization 

The movement by countries, companies, 
organizations, and people toward a single 
market environment. 
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Gross domestic product (GDP) 

The value of all goods and services 
produced in a country during a given 
period. This includes production by foreign-
owned facilities within the country, but 
does not include that of domestic 
companies abroad. 

Gross national product (GNP) 

The value of all goods and services 
produced by a country’s firms, regardless of 
location. This does not include production 
of foreign-owned companies within a 
country. 

Growth Acceleration Program 

A domestic investment program by the 
Brazilian government to ensure the 
continued growth of the economy. 

 

I 

Independent nation 

A country that controls all of its own affairs 
apart from that of other nations. 

Inflation 

An increase in the pricing environment due 
to a rise in the volume and availability of 
money and credit and a reduction in the 
availability of goods. 

Infrastructure 

The economic and social foundations of a 
community or nation. Elements of 
infrastructure include transportation, 
power, communications, banking, 
education, and health systems. 

International Consortium of Real Estate 
Associations (ICREA) 

An alliance of foreign real estate 
associations for the purpose of setting 
standards for global real estate practice and 
transactions and supporting an 
international referral network. 

International Monetary Fund (IMF) 

A global agency that regulates trade 
barriers and stabilizes currencies in order to 
provide a controlled environment for 
international capital flow. The IMF also 
provides loans and financial support for 
countries in financial crisis. 

 

L 

Land banking 

The practice of acquiring parcels of land for 
development or in anticipation of future 
development and increased value. 

Latin America 

A region of the Americas that includes the 
entire western hemisphere south of the 
USA. 

Liquidity 

The ability to convert assets or investments 
into cash without significant loss. 

Loan to value (LTV) 

The amount of money borrowed as 
compared to the total value of a property. It 
is determined by dividing the amount of the 
loan by the property value. 
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M 

Macumba 

A religion or form of ritual with African 
roots practiced in Brazil. Often combined 
with another religion. 

Maquiladora 

A factory in Mexico that is owned by a 
foreign company, but employs Mexican 
labor to assemble foreign products for sale 
in foreign markets. 

Matrícula 

A document available for all Brazilian 
properties constructed since December 
1973 that includes important information 
necessary to a real estate transaction. 

 

N 

Nonresident alien 

A foreign citizen who is granted entry but is 
not a resident. 

North America 

The northern continent of the Americas, 
including Canada, the USA, and Mexico. 
North America is the third largest of the 
seven continents in the world. 

North American Free Trade Agreement 
(NAFTA) 

A pact that prohibits tariffs and unites 
Canada, Mexico, and the USA in one of the 
world’s largest free-trade zones. 

 

Notary (Notario) 

Different from the USA notary public, a civil-
law-system legal professional empowered 
to provide legal advice, prepare legal and 
transactional instruments such as contracts, 
and attend to domestic law pertaining to 
relationships between individuals. This 
professional is essential to real estate 
transactions in many countries in the 
Americas. 

 

O 

OECD 

Organization for Economic Cooperation and 
Development. 

OPEC 

Organization of Petroleum-Exporting 
Countries. 

 

P 

Panamax 

A term used to describe the largest shipping 
vessel that will fit through the Panama 
Canal. 

Per capita income 

A nation’s income per unit of its population. 
This is determined by dividing the GDP by 
the population. 
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Possession Rights 

Permission to use restricted real estate or 
property for a specified period of time for a 
certain purpose. The transaction does not 
involve transfer of a title; not 
recommended. 

 

R 

Real Estate Investment Trust (REIT) 

A company that securitizes and manages a 
portfolio of real estate for shareholders. 

Resident alien 

A foreign citizen who is granted temporary 
residency. 

Restricted zone 

Area in Mexico in which foreigners may not 
own real estate. The zone is defined as 100 
kilometers wide along all borders and 50 
kilometers along all coasts. (The 
development of fideicomisos now allows 
foreigners access to this land through bank 
trusts.) 

Roman law 

See civil law. 

 

 

 

 

 

S 

Securitization 

The process of financing a pooling of 
financial assets and selling shares to 
generate capital. 

South America 

The southern continent of the Americas, 
which is comprised of twelve nations. Ten 
of the countries are Latin American: 
Argentina, Bolivia, Brazil, Chile, Colombia, 
Ecuador, Paraguay, Peru, Uruguay, and 
Venezuela. Two of the nations are former 
dependencies: Guyana and Suriname. 

Southern Common Market (MERCOSUR) 

A regional trade agreement among the 
countries of Argentina, Brazil, Paraguay, 
and Uruguay to promote free trade the 
movement of goods and currency. 

Southern Cone 

The southernmost region of South America. 
Countries include Argentina, Brazil, Chile, 
Paraguay, and Uruguay. 

Specialization 

The process that takes place when a 
country chooses to focus only on the export 
of particular products and services for the 
sake of efficiency. It also occurs when a real 
estate professional focuses his or her 
practice on a particular type or area of 
property. 
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Stamp Tax 

A tax applicable to legal documents and 
transactions. Affixing or imprinting a stamp 
verifies that the applicable tax was paid and 
the document recorded. 

 

T 

Timeshare 

A form of ownership involving the right to 
use a property for a certain number of 
weeks for a certain number of years; the 
buyer is not technically purchasing real 
estate, and the value likely does not 
appreciate. 

Title 

A legal right to ownership. 

Trade balance 

The net difference between the value of 
imports and the value of exports in a 
country for a particular period of time. 

Transnational Referral Certification (TRC) 

Certification awarded to real estate 
professionals who have completed training 
on use of ICREA’s international referral 
system. 

 

V 

Valuation 

The act of assessing the value or price of a 
property or investment. 

 

W 

Western Hemisphere 

All of the countries and continents in the 
world that are west of the equator. 

World Bank 

An international organization that finances 
commercial and infrastructure projects, 
particularly in developing nations. 
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