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Executive Summary
Gated communities have become a popular phenomena within cities for a cornucopia of factors that include safety, status, and amenities. These
communities trade at a premium compared to their non-gated counterparts as can be witnessed in various countries around the world i.e. England,
United States and South Africa. In the United States the popularity of gated communities has grown to the point, where gated developments account
for roughly 11% of new housing supply.

Since the creation of freehold in Dubai, gated communities have proliferated across the city. In the villa housing stock, 37% of units are in gated
freehold communities. The non-gated communities are predominately in leasehold areas such as Jumeirah, Al Wasl and Al Sufouh. A rental
comparison between contiguous communities that are gated and non-gated reveal that the former trades at a premium. The premium is at the upper
end of what has been observed globally, clearly confirming investor preferences for master planned communities.

One of factors that attribute to premia in gated communities could be the because of the jurisdiction. Freehold caters to mostly gated communities,
whereas the bulk of units in leasehold is non-gated. This can be witnessed in freehold buildings that appear in leasehold areas; whilst these have been
few and far between, an analysis reveals that premia has been observed wherever the building has been classified as freehold. One of the principal
reasons why premia is greater for the freehold space, is due to the wider investor base, and therefore has translated into the proverbial Keynes’
“liquidity premium”

Given the fact that the freehold base is expected to increase further, we opine that the premia being observed for master planned and gated
communities will partly be a result of the wider investor base that the freehold status accords. This premia can be systematically bifurcated by
community, and given the passage of individual community maturation, will be able to be more precisely quantified.
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Gated Communities around the World

“ideas shape the course of History”

John Maynard Keynes

Gated-Communities Command a Premium in Countries Around the
World
Premium for Gated Communities around the World: England, United States, and South Africa
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The emergence of gated communities within cities and counties have become popular for a cornucopia of factors that include safety, status,
and amenities. These developments command a premium in terms of pricing relative to their non-gated counterparts. A look into various
countries reveals the the premiums range from 12% to 30%, and are a function of proximity an maturity of the community, as well as per
capita incomes in respective country.

A Closer look into the United States Growth of Gated Communities
New Housing Supply: Gated Versus Non-Gated

Los Angeles: Price Growth of Gated Community versus the Rest of the Community
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A granular analysis of a city in Los Angeles highlights the price premium present in gated communities. Hidden Hills is a gated
community situated in Calabasas. Over the last 5 years Hidden Hills has appreciated 8% more than the overall city, highlighting the
preference towards gated communities.
In the United Stated the popularity of gated communities has grown to the point, where all gated developments account for roughly 11% of
new housing supply. This trend is expected to continue.

Dubai and Gated Communities

“The most valuable commodity I know of is information”

Gordon Gekko

Gated Communities in Dubai have Exploded Since the Inception of
Freehold
Dubai Villa Supply: Gated vs Non-Gated

Freehold Villa Supply: Gated vs Non-Gated

14%

37%

63%

86%
Gated

Non Gated

Gated

Non Gated

Source: REIDIN, Dubai Statistics Centre

Since the creation of freehold in Dubai, gated communities have proliferated across the city. In the villa housing stock, 37% of units are in
gated freehold communities. The non-gated communities are predominately in leasehold areas such as Jumeirah, Al Wasal and Al Sufouh.
Given the fact that freehold is still a relatively recent phenomenon, it is astonishing how gated communities have come to dominate the
landscape of the city. This trend is likely to continue, making it likely that gate communities in Dubai will be a much higher percentage than in
comparable first world cities.

Dubai: Rental Premiums in Gated Communities and Zoned
Communities
Listed Rental Rates by Contiguous Communities in Dubai
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The above graph illustrates the rental rates of various contiguous villa communities in Dubai that are gated and non-gated. In all three
examples gated communities command a higher premium in the range of 30%. This is at the upper end of what has been observed
globally, clearly confirming investor preferences for master planned communities.

Reasons for premia: gated or freehold?

“The important thing is not to stop questioning”

Albert Einstein

Reasons for premia: gated or freehold?

Rental Listings: Murad Tower versus Barsha 1

Rental Listings: Centurion Tower versus Port Saeed
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Freehold buildings have started to appear in leasehold areas; whilst these have been few and far between, an analysis reveals that premia
has been observed wherever the building has been classified as freehold. Whether it is in the office or the residential segment, there is a
discernible difference in rental rates (3% for commercial, and 24% in residential) in the buildings scrutinized above.

Dubai 2016 Investor Base Skewed Towards Freehold Properties
Dubai Real Investors 2016 Demarcation
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One of the principal reasons why premia is greater for the freehold space, is due to the wider investor base, and therefore has translated
into the proverbial Keynes’ “liquidity premium”. Given the fact that the freehold base is expected to increase further, we opine that the
premia being observed for master planned and gated communities will partly be a result of the wider investor base that the freehold status
accords. This premia can be systematically bifurcated by community, and given the passage of individual community maturation, will be
able to be more precisely quantified.
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Conclusions
In Dubai, the premium for freehold communities is synonymous with
gated communities; where freehold buildings have come up in leasehold
areas, rental and price rates have gone up.
This premia is expected to lead to a “gentrification” of communities as
Dubai continues on its aggressive pace of urban development. Better
zoning and master planned communities will be able to distinguish with
higher per square footage rates as these preferences are baked into the
price.
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