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Å An analysisof 5ǳōŀƛΩǎreal estatemarket revealsa cornucopiaof indicatorsthat are usedto indicatebuy/sell
signals. Giventhe preponderanceof concernsof supply,it is relevant to look at this indicator foremostand
lookat the impactof marginalsupplyon pricelevels.

Å A supply/demandanalysisagainstprice levelsclearly indicatesthat price activity has been influencedby
expectedsupplydynamics. Thiswasseenin 2008, andmorerecentlyhasbeenseenin 2015levels.

Å However,the current fearsaboutsurplussupplymayappearto be exaggeratedgiventhe three yearactual as
a percentageof expectedsupply(61%). Thiscould lead to upward price movementsas realizedsupplylags
substantiallybehindexpectednumbers.

Å Acrossthe communities property prices have fallen from 13-27%, with the prime end of the market
(>1500psf) havingsufferedthe sharpestdecline(26%) and the affordablesegment(<1000psf), hassuffered
the lowestpaceof pricedeceleration. Thisfall of different ratesacrossthe strata'scanbe attributed towards
the degreeof imbalancebetweensupplyanddemandmetrics.

Å Grossyieldshavealsobeenusedasanindicatorfor relativebuy/sellsignals. Ahistoricalanalysissuggeststhat
the yieldspreadbetweenthe city wide averageandthe prime marketspreadsignaleda trough in 2011. This
was a buy signal for both city wide and prime properties, with the latter outperforming significantly.
However,on a relative basis,the indicator signaleda sell in the secondhalf of 2013; since then prime
propertieshavesignificantlyunderperformedthe city wide index.
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Supply and Demand Dynamics

ά¢ǊǳŜ ƎŜƴƛǳǎ ǊŜǎƛŘŜǎ ƛƴ ǘƘŜ ŎŀǇŀŎƛǘȅ ŦƻǊ ŜǾŀƭǳŀǘƛƻƴ ƻŦ ǳƴŎŜǊǘŀƛƴ ƘŀȊŀǊŘƻǳǎΣ ŀƴŘ ŎƻƴŦƭƛŎǘƛƴƎ ƛƴŦƻǊƳŀǘƛƻƴέ -
Winston Churchill 
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*Family size is defined as four people per unit

A supply/demandanalysisof 5ǳōŀƛΩǎreal estate shows that price action has followed periods of imbalance
between the two. In 2008, as supplyexceededdemand,pricesadjusteddramaticallylower, and remainedon a
downward trajectory, until demandstarted to exceedsupply in 2011. The upward price incline continued till
2014, at whichpoint it appearedasif anotherinflectionpoint hadbeenreached; this coincidedwith expectations
of supplyonceagainoutpacingdemandfor the year.
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IƻǿŜǾŜǊΣ ŜȄǇŜŎǘŜŘ ǎǳǇǇƭȅ ŘȅƴŀƳƛŎǎ ŀǇǇŜŀǊ ǘƻ ƘŀǾŜ άbƻƛǎŜέ embedded
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In the last three yearsDubaihashad an averagecompletionrate of 61%of expectedsupply,highlightingthe lag
that is expectedin on-goingdevelopments. Giventhat this trend is expectedto continue, the concernsabout
excessivesupplyappearto be somewhatexaggerated,and could lead to upward price movementsas realized
supplylagssubstantiallybehindexpectednumbers.
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Peak to Now

ά[ƛŦŜ ƛǎ Ƨǳǎǘ ŀ ǎŜǊƛŜǎ ƻŦ ǇŜŀƪǎ ŀƴŘ ǘǊƻǳƎƘǎΣ ŀƴŘ ȅƻǳ don't know whether you're in a trough until you're 
climbing out, or on a peak until you're coming Řƻǿƴέ ςDavid Brent
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Transactions and Prices
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*Selected communities
1www.reidin.com / www.globalcappartners.com

Ashighlightedin an earlierpresentation(Dubai: TheRoadAhead1; Dated: aŀȅΩ14), transactionalactivity remains
a leadingindicatorof pricemovements(strongcorrelationsince2006). With transactionsdown by over26%on a
yearover yearbasis,priceshavepredictablyfollowed suit. Whilst further micro structureresearchneedsto take
place,segmentingtransactionsby market strata, it appearsas if price activity will remain subduedso long as
transactionalactivity remainson a decliningtrend.
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Price Movement by Market Segment

Strata
% of Overall 
{ǳǇǇƭȅ Ψмр

% of Population that 
Can Afford toBuy

% of Population that 
Can Afford to Rent

Prices:Peak to 
Now*

Prime 14% 2% 4% -26%

High-End 32% 3% 9% -17%

Affordable 54% 5% 87% -13%

Sincethe marketpeakin mid 2014, priceshavedeclinedby approximately20%in variouscommunities,with the
prime-end of the market (>1500psf) having suffered the sharpestdecline (26%) and the affordable segment
(<1000psf), hassufferedthe lowest paceof price deceleration. Thiscorrespondsto the hypothesisthat the real
estatemarkethadbecometop heavy,andat the lower endof the market there hasbeenbuyingactivity in select
communities,to capitalizeon pricedeclines.

Whena rental analysisis conducted,87%of the populationcanaccessthe affordablesegmentof the market,yet
only 54%of the supplyin 2015wascateringto this segment; this in turn suggestswhy the pricedeclinehasbeen
the leastin this segmentandwhy rentshaveremainedάǎǘƛŎƪȅέin this strata.

*Selected communities
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Prime Properties Incur Highest Drop 

Ananalysisof cashtransactionsof PalmJumeirahandJumeirahIslandVillasshowsa 30%and23%fall from their
peakto current transactedprices. Thishasbeenthe resultof a manifestationof fearsthat the markethasbecome
top heavyandthat there hasbeenanoversupplyin the villaspace.

*Similar types and sizes
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High-End Properties also Drop close to 20% 

A similaranalysiswasconductedin two high-end communitiesGreensand JLT,which revealeda 17%price drop
from its peak. Whilstpricevolatility hasincreasedon the backof reducedtransactions,the trend hasclearlybeen
on a downwardtrajectory.

*Similar types and sizes
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Affordable Housing Falls the Least

When the affordablesegmentis scrutinized,the price declinehasbeen the least, indicatingprice resistanceon
the downwardendasinvestorsandendusershaveboth enteredat lowerpricelevels.

*Similar types and sizes
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