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BACKGROUND 
 

 

 

 

Panama 

Capital City: Panama City 

Official Language: Spanish 

Population: 3,405,813 (Census, 2010) 

Area: 29,157 sq miles/75,517 sq km 

Independence from Spain, 28 November 1821; independence from Colombia, 3 November 1903 

Currency: Balboa.  1 Balboa=1 Dollar; Panama has its own coins but uses U.S. dollars for paper 

currency. 

Panama, the Hub of the Americas, links central and south America.  With Colombia lying to the east 

and Costa Rica to the west, this long narrow country has an abundance of both Caribbean and Pacific 

coastline.  From tropical islands with white-sand beaches, to the folklore-rich Azuero peninsula, 

Panama’s topography is varied.  The dry interior starkly contrasts with the lush highlands, the 

breadbasket of Panama, famed for coffee and strawberries.   

Panama is rich culturally, too: seven indigenous tribes inhabit vast comarcas, (reserves), and live a 

traditional lifestyle.  The Kuna people live on the San Blas islands, where you can visit to experience 

how they live a way of life unchanged for centuries. 

Panama City is the cosmopolitan jewel in the crown of Panama, with a unique Latin flair, gleaming 

Miami-style skyline, theatres, shopping malls, and world cuisine at a fraction of what you would pay 
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back home. 

Add in the Panama Canal, recently approved for a major expansion, and Colon Free Trade Zone, a 

financial center with 80 banks, and a business-friendly environment, and you have all the ingredients 

of a thriving business hub. 

 

Climate 
 

Panama City’s tropical climate doesn’t suit everyone. Panama’s dry season runs December to April, 

and rainy season from May to December.  Humidity levels in the city run at 80% + all year, due in 

part to tracts of preserved rainforest which keep water levels in the Canal topped up.  Outside the 

city, the humidity drops—apart from the Caribbean Coast.  The Arco Seco is a dry zone that covers 

the Pacific beach and part of Azuero.  In the Chiriqui highlands, six hours west of Panama City, the 

climate is more alpine, with average temperatures up to 20F cooler than the city. 

 

Economy 
Economically, Panama’s growth averaged 6.4% in the 50s, 60s, and 70s, one of the highest sustained 

growth levels in history.  Following the closure of US military bases in 1999, and rising international 

interest rates, the economy entered a downswing.  More recently, Panama has been booming.  Real 

GDP growth averaged 5.9% in the period 2002 to 2006, and soared to 11.5% in 2007 and 9.2% in 

2008. Despite a slowdown in 2009, partly caused by a drop in shipping revenues. 

GDP growth is fuelled by the services sector, which contributes up to 80% of GDP—transport, 

shipping, banking, and tourism.  Foreign direct investment quadrupled between 2000 and 2006, with 

the privatization of utility companies and the merger of local banks with internationals.  Panama is 

perceived as stable politically and economically, with an emphasis on attracting businesses, and 

many multinationals choose to relocate their regional headquarters here for that reason—amongst 

them Caterpillar, Hewlett-Packard, and Proctor and Gamble.  
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Real estate overview  
 

Why I won’t buy in Panama City 

I've lived in Panama City for the last four years. And I started studying the real estate 

market here five years ago. I love living in Panama City, but I still haven't bought a 

property here.  

And you shouldn't either—until you read this. 

Sure, you'll see those headlines about Panama's strong economy (forecast growth this 

year: 5%). And you'll hear the talk about all those multinational companies relocating 

their regional headquarters here (Caterpillar, Proctor & Gamble), and the properties their 

workers will need. Next it's the mega-projects...the new Metro, port expansions, and the 

granddaddy of them all, the Canal Expansion. 

The argument goes like this. A country with all these positive factors must have a strong 

real estate market. Therefore buying property for investment here makes sense.  

But that's simply not the case. 

Back in late 2004 and early 2005, prime city waterfront condos in Panama were selling 

for $1000 a square meter pre-construction. Fast forward to 2008, and those now-

completed condos had price tags of $2500 a square meter. Then the cracks started to 

show. And I'm not talking about shoddy construction... 

The asking price for new pre-construction condo projects on Avenida Balboa reached 

$3500 a square meter in 2008...but they were alongside those brand-new, finished units 

for $2500 a square meter. Built by the same developer, with the same amenities, finish 

quality, and views (and located only yards apart)—it didn't add up.  

Why would anyone pay $3500 a meter...taking a calculated risk and waiting three years 

for delivery...when they could buy the same unit, finished, for $1000 a meter less? 

The answer is, they didn't.  

That price differential flagged up a market anomaly...a sign that something wasn't right. 

The city condo market was saturated…over-supplied. 

Then the economic slowdown in the US hit. Americans comprised up to half the buyers of 

prime city condos at the height of the boom. That pool of buyers dried up. Coupled with 

that, banks here tightened their already conservative lending policies, leaving buyers 

without the funds for purchasing property. 

So the market slowed. 
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It hasn't crashed Florida-style, though. You don't see foreclosure auctions (the banks 

handle foreclosed properties so discreetly, you're unlikely to know that your neighbor's 

in foreclosure, unless he chooses to tell you). You don't see properties advertised at 50 

cents on the dollar, either. A chunk of property owners (Venezuelans and Colombians) 

don't want or need to sell. They see their Panama property as a safe haven for parking 

money...a better bet than banking in their home countries. 

What you do see are fire sales, from owners (usually American) who bought 

preconstruction 3-4 years back, and now can't afford to close. Their circumstances 

changed...or the banks' tightened lending means they can't get financing now. They 

stand to lose the 30% of the purchase price they've paid to date if they don't close, and 

they're looking to claw some of that back. And to do that, they're offering properties in 

some cases for less than they agreed to pay 3-4 years ago for pre-construction. Yet their 

units are now finished and ready to move into... 

So, my advice is this:  

 Don't buy here for investment right now.  

 Don't buy pre-construction (it always carries a risk...which is not worth taking in 

a stagnant market).  

 Don't buy for flipping, or short-term capital appreciation.  

 Don't expect the double-digit short-term rental yields we saw in previous years. 

More completed condos come on the market daily. Their owners can't sell, so 

they decide to rent. Many property managers won't take on new condos. They're 

trying to shore up occupancy rates for existing owners. Hotel occupancy is down 

around the 50-60% mark (from a high of 84.7% in 2007).  

Having said all that, buying in Panama may still be right for you. 

If your plan is relocating to Panama, or spending a chunk of the year here for the longer-

term, then buying here makes sense. But look around, and find yourself a fire sale—a 

property at an unbeatable price. There is no MLS (Multiple Listing Service) here, so you'll 

have to contact different brokers to see what they have.  

We work with Kathy Canton (kathy@kathycanton.com) and Jim 

Hawley(panama@panamasolrealty.com) here in Panama. Feel free to contact them if 

you're interested in what listings they have...and ask them about those bargain fire sale 

properties. 

Margaret Summerfield 

P.S. Don't get me wrong. Panama is by far the best country in the region for living, 

setting up a business, or moving with a young family. It boasts the only truly 

cosmopolitan capital city, the best infrastructure and medical facilities in Central 

mailto:kathy@kathycanton.com
mailto:panama@panamasolrealty.com
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America...all with a very exotic Latin flair. I love living here…but Panama's not an 

investor's market right now. 

Real Estate Transaction Costs:  

Closing costs: Normally 1% to 2% of the sale price. 

Attorney fees: 1% of the sale price. 

Notary fees: This is included in closing costs. 

Transfer taxes: 2% of the sale price or the updated value of the property, whichever is higher. 

Property taxes:   Properties with a registered value of $30,000 or lower do not pay property tax.  

For properties of higher value they pay as follows:  1.75% from $30,000 to $50,000; plus 1.95% from 

$50,000 to $75,000; and 2.10% over any property value above $75,000. This is a combined scale. For 

example, a property valued at $100,000 would pay the following annual tax:   

From $30,000 to $50,000:   $350.00  

From $50,000 to $75,000:   $487.50   

From $75,000 to $100,000: $525.00 

Total                $1,362.50 

Property Tax exemption: Houses or apartments for residential use where the construction permit 

was issued before 1st July 2009 and for which the completed construction is registered before 31st 

December 2011, get a 20-year property tax exemption from the date of their registration or their 

occupancy permit, whichever is earlier. This exemption is transferable during the exemption period 

to any new buyer.  

Capital gains tax: 10%. You pay 3% of the sales price at the time of the sale and if this amount is 

higher than the 10% capital gains applicable, then you are entitled to ask for a refund or a credit. The 

obtainment of the refund is a lengthy process. 

Rental income tax: Roughly 10% -25% if the property is owned by an individual and 25% for income 

generated from January 1st, 2011 onwards  if the property is owned by a corporation or foundation. 
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© 2011 Pathfinder Ltd. All Rights Reserved. Protected by copyright laws of Ireland and international treaties. 

Do not reproduce, copy, or redistribute this work either online or in print without the express written permission 

from Pathfinder.  

Neither Pathfinder nor its employees and agents are licensed to give personalized advice about securities 

investments. Nothing in this email or in communications from our employees to you should be construed as 

personalized to your investment situation.  

Pathfinder is in the business of recommending a wide range of real estate and relocation services from 

developers and lawyers to real estate agents and tax specialists, to name but a few. Pathfinder requires 

developers to meet basic criteria before bringing them to you. However, any vetting we do on projects or 

professionals should not be construed as a guarantee by Pathfinder. Pathfinder is not responsible for the 

management and delivery of real estate agent or developer-sponsored real estate tours and chill weekends. We 

bring these to you for informational purposes on behalf of our developer and real estate agent partners. As with 

any other overseas trip, we advise that you purchase travel insurance.  

We always recommend strongly that buyers perform their own complete due diligence, use a qualified legal 

professional to help with real estate transactions and purchase title insurance. Should a reader decide to purchase 

a property from one of the developers/real estate agents we cover, we will receive a fee from the developer or 

real estate agent.  

 


