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Executive Summary 

Å Inflection points are strong indicator of change in the market cycles and sentiment. These points are usually associated with 
times when price movements are in flux; this can be witnessed in major real estate markets such as Dubai, Singapore and New 
York. In particular, when the month on month price changes indicated periods of price volatility that swung both ways, it 
heralded a change in the price paradigm of the market. In the last 6 months of the Dubai price cycle, we have begun to witness 
greater volatility with green shoots starting to appear, indicating that a recovery is underway.  
 
 

ÅAn analysis of the shape of the price curves supports the notion of a price recovery is on the horizon in Dubai. Typically, the peak 
of prices is followed by a sharp decline, then by a ‘bottoming out’ and eventually a gradual recovery. A comparison between 
both cycles in Dubai reveals certain similarities and certain differences. At the phase of bottoming out, both cycles exhibit 
similar behavior, with a gradual “base effect” being witnessed, whilst certain communities exhibit certain green shoots. 
However, the major difference between the cycles has been the bottoming out process. The first cycle had a sharp decline which 
set the stage for an equally sharp reversal. In this cycle, the extent of price decline was far more gradual, reinforcing the fact that 
the recovery is expected to be along the same lines as well.  
 
 

ÅAn analysis of the spread between the Dubai rental yields and the risk free rate (US Fed interest Rates), reveals that Dubai is 
overdue for a yield compression, implying prices will increase. Unlike Singapore, the spread levels for Dubai real estate have 
been more or less constant since the 2008 boom bust cycle, even though economic and real estate fundamentals of the country 
have improved considerably.  
 
 

ÅGiven that launches have become more tightly intertwined with the overall level of price activity, it is likely that the price cycle 
will not replicate the trajectory of 2011-2014. Given that realized supply has been consistently lagging expected supply, it is 
probable that any price rises will be met by a commensurate increase in supply thereby subduing any upward price activity.  
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The Slope of the Cycles 

“A dreamer is one who can only find his way by moonlight, and his punishment is that he sees the dawn before 
the rest of the world“ - Oscar Wilde 



 A Look into the Turn Around of Markets: Dubai 

An analysis of the two cycles above show certain similarities and certain differences. At the phase of bottoming out, both cycles exhibit similar 
behavior, with a gradual “base effect” being witnessed, whilst certain communities exhibit certain green shoots. The most obvious difference is that 
the duration of the bottoming out process appears to have halved in this cycle, implying that the nature of the rise is likely to be more gradual this 
time around. Furthermore, in the first cycle, the extent of the price deceleration was sharper than in the current cycle, which set the stage for an 
equally sharp reversal. In this cycle, the extent of price decline (slope of the curve) was far more gradual, reinforcing the fact that the recovery is 
expected to be along the same lines as well.  

700

800

900

1,000

1,100

1,200

1,300

1,400

M
o

n
th

 4
7

M
o

n
th

 4
5

M
o

n
th

 4
3

M
o

n
th

 4
1

M
o

n
th

 3
9

M
o

n
th

 3
7

M
o

n
th

 3
5

M
o

n
th

 3
3

M
o

n
th

 3
1

M
o

n
th

 2
9

M
o

n
th

 2
7

M
o

n
th

 2
5

M
o

n
th

 2
3

M
o

n
th

 2
1

M
o

n
th

 1
9

M
o

n
th

 1
7

M
o

n
th

 1
5

M
o

n
th

 1
3

M
o

n
th

 1
1

M
o

n
th

 9

M
o

n
th

 7

M
o

n
th

 5

M
o

n
th

 3

M
o

n
th

 1

Rate of Decline Slows 

Market Plateaus  
And then gradually Rises 

First Cycle (Peak to Trough to Rebound) 

1,250

1,300

1,350

1,400

1,450

1,500

1,550

M
o

n
th

 2
2

M
o

n
th

 2
1

M
o

n
th

 2
0

M
o

n
th

 1
9

M
o

n
th

 1
8

M
o

n
th

 1
7

M
o

n
th

 1
6

M
o

n
th

 1
5

M
o

n
th

 1
4

M
o

n
th

 1
3

M
o

n
th

 1
2

M
o

n
th

 1
1

M
o

n
th

 1
0

M
o

n
th

 9

M
o

n
th

 8

M
o

n
th

 7

M
o

n
th

 6

M
o

n
th

 5

M
o

n
th

 4

M
o

n
th

 3

M
o

n
th

 2

M
o

n
th

 1

Second Cycle (Peak to Trough to Rebound) 

Rate of Decline Slows 

Market Plateaus  
And then gradually Rises 

Source: REIDIN Source: REIDIN 

The Slope of the Cycles | Dubai: The Nature of Dawn Q3 2 



A Look into Global Markets and there Recoveries ... A similar Story 

Singapore Price Index (Peak to Trough to Rebound) 
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New York Price Index (Peak to Trough to Rebound) 
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Market Plateaus  
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Rate of Decline Slows 
Market Plateaus  

And then gradually Rises 

A similar analysis was conduced in Singapore and New York, which revealed a consistent pattern to Dubai. Singapore appears to have 
exhibited a V shaped recovery, whereas the nature of the price rebound has been far more gradual in New York. Whilst there are a number 
of factors that can be attributed to the differing nature of price recovery, a critical factor appears to be the extent of the decline; in 
Singapore, prices appeared to decelerate sharply in the first cycle over a short period of time, whereas in New York, both the decline and 
the subsequent recovery was more gradual.   

Source: Singapore Real Estate Exchange Source: FRED 
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Prices Changes On inflection Points 

“Look at market fluctuations as your friend rather than your enemy; profit from folly rather than participate in it” 
- Warren Buffett 
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A look into Price Changes near the inflection Points: Dubai 

Inflection Points 

The above graph illustrates the price index versus the month on month price change. A granular analysis reveals that periods of flux indicate 
that an inflection point is underway. The current state of the market shows that price change has begun to exhibit greater volatility with 
green shoots starting to appear, indicating that a recovery is underway.  
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A look into Price Changes near the inflection Points: New York 

Inflection Points 

A similar analysis was conducted for New York where a closer examination of inflection points (highlighted above), was a strong predictor for 
a change in the market cycle and sentiment. In particular, when the month on month price changes indicated periods of price volatility that 
swung both ways, it heralded a change in the price paradigm of the market.  

New York Price Index vs MoM Price Change 
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Source: FRED 
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Yields and the Risk Free Premium 

“Not knowing when the dawn will come I open every door” -         
 Emily Dickinson 



Yields and Interest Rates: Dubai 

A closer examination into the yields offered in Dubai real estate along with the “spreads” over and above the 
risk free rate (Fed funds rate), revealed that spreads exploded in 2007/8 just as interest rates in the US started to 
move sharply lower. Whilst spread levels are an indicator of the risk premium that investors demand for holding 
an asset, it is interesting to note that spread levels for Dubai real estate have been more or less constant since 
the 2008 boom bust cycle, even though economic and real estate fundamentals of the country have improved 
considerably. This implies that a “spread contraction” trade is very much on the table, again pointing to a 
gradual price recovery.     
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Yields and Interest Rates: Singapore 

When Singapore is examined, it appears as if there has been some spread compression that has taken place. Similar 
to Dubai, there was an increase in spreads that took place in 2007; however there has been a steady reduction of 
spreads since that time, indicating that even though rents may have softened somewhat, prices have remained firm 
and have even risen albeit at a gradual pace. We opine that a similar trajectory will be witnessed in that of Dubai 
prices in the current cycle.  

Singapore Rental Yields & US interest Rates 

Source: FRED / SquareFoot.sg 
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Launches, Green Shoots, and Realized Supply 

“We must believe that it is the darkest before the dawn of a beautiful new world. We will see it when we believe it”  
-  Saul Alinsky 
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Number of Units and Launches  

Ready prices are the leading indicator of off-plan launches with a strong correlation of +0.76. As prices begin to trend 
upwards, profit margins in construction projects expand, causing developers to release new projects to try and capitalize on 
the surge in demand. This trend has been witnessed since the inception of freehold in 2002. In mid-2014, as prices began to 
dip, developers slowed the announcement of new projects, which can be witnessed in 2015. Launches have become more 
tightly correlated to the price cycle activity, which indicates that prices will unlikely follow the trajectory of 2011-2014. 
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The realization rate of the projected supply being systematically below market consensus over the last few years has alleviated 
fears of an over supply as developers hold back projects. The low completion rate will cause a shortage of units in the market 
causing prices to rise, and the elasticity of responsiveness of developers to market conditions in this cycle creates grounds for 
optimism for the real estate market.  

The Supply Conundrum  
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The ‘Green Shoots’ 

Price Change (2014-till date) Min to Now 

An analysis of price performance of various communities reveals the from the lows prices have edged upwards. This increase 
signals a turnaround of the market as prices gradually recover their losses of the last 18 months.   
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Conclusions 

The Slope of the Cycles Inflection Points and Price Changes 

In the last 6 months of the 
Dubai price cycle, we have 
begun to witness greater 
volatility with green shoots 
starting to appear, indicating 
that a recovery is underway.  
 

In this cycle, the extent of price 
decline (slope of the curve) was 
far more gradual, reinforcing 
the fact that the recovery is 
expected to be along the same 
lines as well.  

 
 
 
 
 
 
 
 
 
 

 
 
 
 

The slope (rate of change) of the market cycles 
helps indicate the future price action. Typically, 
after price peak they incur a sharp decline, 
followed by tapering off and then bottoming out. 
After that markets can expect a gradual price 
increase. This has been witnessed in global real 
estate markets such as New York, Singapore and 
Dubai. 
 
A comparison between the two cycle slopes in 
the Dubai market reveals that in the first there 
was much steeper decline, which lead to a 
sharper incline. However, in the second cycle we 
witnessed a lower rate of decline, implying the 
next cycle will have a gradual rate of increase.    
 
 

Inflection points can be detected by periods of flux 
in price action; when the month on month price 
changes indicated periods of price volatility that 
swung both ways. Inflections points can indicate 
the turn around of a market and sentiment.  
 
The current state of the Dubai market is in flux 
implying that we have reached an inflection point. 
In the last 6 months of the Dubai price cycle, we 
have begun to witness greater volatility with green 
shoots starting to appear, indicating that a 
recovery is underway.  
 
The same analysis was conducted in the New York 
real-estate market. It revealed a similar pattern to 
that of Dubai.  

There has been an intertwined relationship 
between rental yields and risk free rate (US Fed 
Interest rates).  
 
This relationship has withheld in markets such as 
Singapore. As interest rates fell close to zero, 
yields began to trend lower.  
 
However, in Dubai yields have remained stable 
since 2008, even though the health of the 
economy has improved implying that a yield 
compression is on the horizon, implying prices 
will rise 

Yields and the Risk Free Premium Green shoots, launches, and completion rates 

The delay in handovers has led to a low 
completion rate of units against analyst 
predictions, creating a shortfall of units in the 
market.  
 
Developers have been far more responsive to the 
price cycle in this iteration, implying that as prices 
rise, the realized supply rate increases. This will 
likely subdue the level of price rises.  



REIDIN.com is the leading real estate information 
company focusing on emerging markets.  
 
REIDIN.com offers intelligent and user-friendly online 
information solutions helping professionals access 
relevant data and information in a timely and cost 
effective basis. 
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Our Aspiration and Motto 

“No barrier can withstand the strength of purpose” 
 

HH General Sheikh Mohammed Bin Rashid Al Maktoum 
The Ruler of Dubai and Prime Minister of UAE 


