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Commercial REview is researched and compiled to provide the
reader a complete overview of the commercial property market
in Dubai. It contains up to date market data and highlights on
all key trends and market movements.

Overall Real Estate Market

In what proved to be a particularly robust year for commercial
space, demand continued to outpace supply in the nal
quarter of 2007.

Moreover, the strong demand in central business districts
had a positive impact on the price of secondary locations.
With rental rates in primary locations reaching AED 400/sq.
ft., secondary locations were able to achieve as much as AED
265/sq. ft.

Of ce

The need to diversify the economy has driven an increase in
of ce rates, with vacancy levels of 1% illustrating the extreme
supply shortage.

Adding to the demand are the large multinational rms that
continue to establish a presence in the region to service MENA
and Asian based customers. The shortage of available, prime
of ce space drove prices to an all time high in 2007, reaching
AED 400/sq. ft. by the end of quarter four.

Dubai Office Prices
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Amongst the planned master developments, DIFC has
emerged as the prime location for of ce and retail space in
Dubai, currently selling at AED 3,000/sq. ft.. Whilst the larger

nancial services rms are regrouping in light of the recent
sub prime mortgage crisis in the US, GCC expansion plans
continue unabated. Additional prime of ce space can be
found in Downtown Burj Dubai, where Emaar Boutique Of ces
are being offered at AED 5,200/sq. ft.
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Issue No.: 6

Retail

Dubai s iconic developments and destination shopping
continues to draw regional tourists, with the emirate
accounting for roughly 40% of all shopping outlets in the
region. The competition for quality tenants for retail space
has not dampened demand for prime locations. Indeed, it is
expected that in quarter one of 2008, retail space will start
at AED 500/sg. ft., with some purchase prices likely to hit
AED 3,000/sq. ft.. Additionally, existing tenants can expect a
review of their expiring lease agreements.

Dubai s retail malls will begin to experience a signi cant drop
in demand as the emirate attempts to absorb the additional
22 million sq. ft. of retail space that is scheduled to come
online by 2010, doubling the current supply. Itis possible that
the additional retail space available will result in a short term
oversupply, which may lead to downward pressure on rents.
One possible solution could be to actively pursue the large
North American retailers yet to establish a presence here.

Industrial

Labour camps in and around Dubai Investment Park (DIP) remain
a hot commodity. Investors continue to seek out newly built
labour accommodation near ongoing construction projects, with
rental yields for completed facilities currently in the 10%-12%
range. DIP s close proximity to port locations also makes it an
attractive location for warehouse facilities.

Dubai Industrial City recently announced the leasing of 1,500,000
sq. ft. of warehouse space. In all, 220 warehouses near the new
Dubai World Central Airport in Jebel Ali were leased to tenants,
with rental rates of around AED 25-40/sg. ft., depending on
facilities. Construction of the project, which is believed to be
60% completed, cost around AED 290 million.
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Hospitality

Dubai s hotel sector continues to perform well. According to
the Dubai Department of Tourism and Commerce Marketing
(DTCM), the rst three quarters of 2007 saw a 7% increase in
hotel guests and a 17.6% increase in guest nights in year-on-
year comparisons. Likewise, revenues grew to AED 8.7 billion,
representing a growth of 20.3%. Tourism of cials in Dubai
continue to target 15 million visitors per year by 2010, more
than doubling the current 6.5 million.

Despite a 5.4% increase in hotel rooms, current supply
shortfall is partially credited for strong occupancy rates.

A 30% increase in rooms is expected over the course of the
next three years, with a great deal expected to come online in
late 2008, early 2009. The added supply is likely to create a
more competitive sector and result in lower rack rates.

Economic Eye

Economic Eye Q4 2007 vs Q3 2007
Steel Rebar 6.6%
Cement (-12.9%)
Copper 17.7%
Aluminium Flat
Vacancy 1%
In ation 9.7%
In ation

Mention the US dollar peg to most expatriates in the UAE and
you re in for more than you bargained for. The devaluation of the
currency has changed the value proposition for most expatriate
workers living and working in the region. Furthermore,
construction costs have skyrocketed partially in response to
the weakening US currency.

The recent GCC summit (December 2007) was in some respects,
a disappointment. Ahead of the meeting, money centre banks
and currency exchanges priced the currency as low as AED 3.3
against the dollar. Most analysts were expecting a de nitive
statement on the future of the dollar peg, with observers viewing
ministers silence on the issue as a sign of indecision.

More recently, in uential members of the business community
have publicly come out in favor of a revaluation, citing the
impact the weak dollar is having on their businesses.

Interest Rates

The US Federal Reserve Bank announced a series of rate cuts,
reducing the federal funds rate to 4.25% in December. Federal
Reserve Governors were hoping to inject some life into the
consumer market, and counter the effects of the sub prime
mortgage crisis. Rising mortgage default rates have slowed
the US housing market and dented consumer con dence.

Construction Costs

GLOBAL MARKET: This is a suppliers market and no part of
the world is exempt from it. Many commaodities are linked to
global pricing and the booming BRIC (Brazil, Russia, India and
China) economies, along with the emerging economies of the
Gulf, have pushed prices of raw materials higher.

STEEL: The International Iron and Steel Institute (IISI)
forecasted global steel consumption to rise from 1.121 million
metric tons in 2006 to 1.198 million metric tons in 2007, an
increase of 6.8 %, with projections for 2008 suggesting a
similar increase.

CEMENT: Global demand for cement is forecast to grow 4.7
% annually through 2010 to 2.8 billion metric tons, valued at
over $200 billion.

Labour

UAE MARKET: Gulf countries traditionally source the majority
of their labour from Asia, particularly; India, Pakistan,
Bangladesh and the Philippines. However, the current
construction boom in India and the subsequent increase in
employment opportunities and wages there is fuelling labor
costin ation in the UAE, with many Asian labourers opting to
work closer to home. The Government has revised the labour
law in recent months to regulate migrant workers pay, travel,
employment visas and health care.

Legislation

Rent Stabilization

DUBAI: The Government of Dubai has implemented a rent cap
of 5% for 2008, a lowering of 2% from last year. The measure
is intended to so ft.en the impact of in ation which could
threaten the emirate s value proposition. Dubai s population
isgrowing at an average rate of 7.9% per annum which partially
explains the need for the rent cap.

RERA develops system to track tenancy agreements

DUBAI: The Real Estate Regulation Authority (RERA) has
developed an electronic system that will enable them to
register new and old tenancy agreements, for all types of
properties, from the New Year. This will ultimately protect the
rights of the two parties involved in the contract, namely the
landlord and tenant.
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Demand and Supply

DUBAI: Pressure on the tight of ce market is expected to ease
over the next three years as new of ce towers come online.
In 2008, Dubai s of ce space is expected to double, with the
rst signi cant portion of the anticipated 51 million sq. ft. of
expected supply, due for handover in quarter three. By 2010,
available of ce space in the emirate is expected to triple the
existing inventory. This is of course dependent upon the ability
of developers to deliver completed projects to the market on
schedule.
For the moment, handover challenges continue to plague
Dubai s developers. Delays stem from a number of
infrastructure issues, labour shortages, and overly ambitious
construction timelines. As a result of this, occupancy rates
remain at roughly 98%, with some landlords opting to deliver
of ces ready for build out and customization rather than as
completed products. As handover dates continued to be
pushed back, prices are expected to remain at record levels.

ABU DHABI: Investor interest in Abu Dhabi is beginning to
accelerate. This is partially due to the attractive payment
schemes and strong underlying demand and as a result,
rental rates are expected to increase going into 2009. The
emirate is currently working with developers on infrastructure
development plans to support an in ux of new residents in
the capital.

As a result of renewed interest, of ce space in Abu Dhabi it
expected to increase to 9,146,000 sq. ft. by 2011, according
to Colliers.

Occupancy rates in purpose-built of ce buildings are currently
hitting 98%. There are a few grade A of ce buildings in the
city, with the bulk of them being owned by governmental or
semi-governmental organizations. The remaining stock of
of ce space is grade B and C in quality, lacking modern
infrastructure and ef ciency.

Year GFA (Square Feet)
2007 258,240
2008 624,080
2009 2,754,560
2010 1,969,080
2011 2,690,000

Hot Transactions

DIFC-A oorwasrecentlysoldtoaninvestor forapproximately
AED 3,600/sq. ft. The oor plate was approximately 10,000
sq. ft. in size.

DIFC - A large private equity rm leased 25,000 sq. ft. for a
xed term at AED 335/sq. ft..

Lamcy Plaza Area - A hospitality and leisure company recently
leased 7,000 sq. ft. for AED 295/sq. ft..

Sheik Zayed District - A property developer recently leased
17,000 sq. ft. for AED 300/sq. ft. for a 1 year term.

Dubai Media City A property developer leased 23,500 sq.
ft. of of ce space for AED 265/sq. ft.

Emerging Trends

Adaptive utilization is going to become an important part of
the of ce market. High rent rates can be a barrier to entry for
many companies and as a result many rms are choosing to
rent warehouse space that can be converted into of ce space.
Adapted traditional to premium warehouse space is currently
renting in the range of AED 45-70/sq. ft.

Shared professional of ce space packages are becoming
viable options for organizations looking to establish a
presence in Dubais premier addresses. Companies who
require leading locations but cannot nd suitable space
are housing employees in secondary locations whilst using
shared facilities for client meetings.

Corporate tenants are starting to put pressure on landlords
to sign longer term leases. It is now becoming more common
to sign a three, ve and in some cases ten year lease
agreements.

With the prospect of more of ce inventory coming online
towards the end of quarter four and into 2009, sellers are
becoming more realistic about pricing.
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Project Spotlight - Business Central Towers

Prime Of ce & Retail Space on Sheikh Zayed Road

No. of Floors : 52 Floors

Location : On Sheikh Zayed Road inside Dubai Media City

Access : Convenient access from Sheikh Zayed Road

Views : Excellent views of the Palm, Burj Al Arab and Sheikh Zayed Road

Of ceAreas From 750 to 10,000 sq. ft.

Retail Areas From 1,000 to 15,000 sq. ft.

Facilities : Adequate parking, Gymnasium, Shopping arcade & 8 lifts per tower
Ready now

For more information please contact commercial 4
+971 4 344 7714 octterhomes] | “oveny | -
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About Us

Better Homes

Leading the way in Dubai real estate for over 20 years, Better
Homes has the nest and most comprehensive listings of
property in the region.

With the only trained and certi ed property consultants in the
UAE, no one understands property better.

Better Homes Commercial Advisory offer leasing and sales
brokering services for commercial properties. So whether
you re searching for an of ce, retail outlet or industrial space
such as a warehouse or labour camp; Commercial Advisory
has the most suitable and cost effective solution to allow your
business to achieve its full potential.
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Better Homes LLC - Gold & Diamond Park
PO Box : 29726, Dubai, UAE

Tel : 4971 4 344 7714

Fax: +971 4 347 1162

Email: commercial@bhomes.com

Investment Boutique

Commercial REview has been researched and compiled by
Investment Boutique on behalf of Better Homes.

Investment Boutique is a UAE limited liability company,
which provides advisory services such as market research,
RICS valuations and feasibilities studies; advises regarding
syndicate nance and employs niche development

expertise in regional property projects.

INVESTMENT
BOUTIQUE

Investment Boutique
PO Box : 333941, Dubai, UAE
Tel: + 9714 341 8341

Fax: +971 4 338 7082

Reproduction of the contents of this publication is prohibited without gaining prior permission from Better Homes LLC.

The content of the reports is for information purpose only and should not be treated as a substitute for professional advice.
The opinions, estimates and information given herein or otherwise in relation hereto is made by Better Homes LLC &
Investment Boutique in its best judgement, utmost good faith and as far as possible based on data or sources which we
believe to be reliable in the context thereto. Better Homes LLC, Investment Boutique and af liated companies disclaim

to the extent permitted by law, any liability in respect of any claim which may arise from any errors or omissions or from

providing such advice, opinions, judgement or information.
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