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•  An	  analysis	  of	  Dubai’s	  real	  estate	  market	  reveals	  a	  cornucopia	  of	  indicators	  that	  are	  used	  to	  indicate	  buy/sell	  

signals.	  Given	  the	  preponderance	  of	  concerns	  of	  supply,	  it	   is	  relevant	  to	  look	  at	  this	  indicator	  foremost	  and	  
look	  at	  the	  impact	  of	  marginal	  supply	  on	  price	  levels.	  	  

•  A	   supply/demand	   analysis	   against	   price	   levels	   clearly	   indicates	   that	   price	   acSvity	   has	   been	   influenced	   by	  
expected	  supply	  dynamics.	  This	  was	  seen	  in	  2008,	  and	  more	  recently	  has	  been	  seen	  in	  2015	  levels.	  

	  
•  However,	  the	  current	  fears	  about	  surplus	  supply	  may	  appear	  to	  be	  exaggerated	  given	  the	  three	  year	  actual	  	  

as	  a	  percentage	  of	  expected	  supply(61%).	  This	  could	  lead	  to	  upward	  price	  movements	  as	  realized	  supply	  lags	  
substanSally	  behind	  expected	  numbers.	  

•  Across	   the	   communiSes	   property	   prices	   have	   fallen	   from	   13-‐27%,	   with	   the	   prime	   end	   of	   the	   market	  
(>1500psf)	  having	  suffered	  the	  sharpest	  decline	  (26%)	  and	  the	  affordable	  segment	  (<1000psf),	  has	  suffered	  
the	  lowest	  pace	  of	  price	  deceleraSon.	  This	  fall	  of	  different	  rates	  across	  the	  strata's	  can	  be	  aVributed	  towards	  
the	  degree	  of	  imbalance	  between	  supply	  and	  demand	  metrics.	  

•  Gross	   yields	  have	  also	  been	  used	  as	  an	   indicator	   for	   relaSve	  buy/sell	   signals.	  A	  historical	   analysis	   suggests	  
that	  the	  yield	  spread	  between	  the	  city	  wide	  average	  and	  the	  prime	  market	  spread	  signaled	  a	  trough	  in	  2011.	  
This	  was	   a	   buy	   signal	   for	   both	   city	  wide	   and	   prime	  properSes,	  with	   the	   laVer	   outperforming	   significantly.	  
However,	   on	   a	   relaSve	   basis,	   the	   indicator	   signaled	   a	   sell	   in	   the	   second	   half	   of	   2013;	   since	   then	   prime	  
properSes	  have	  significantly	  underperformed	  the	  city	  wide	  index.	  

ExecuSve	  Summary	  
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Supply	  and	  Demand	  Dynamics	  

“True	  genius	  resides	  in	  the	  capacity	  for	  evaluaSon	  of	  uncertain	  hazardous,	  and	  conflicSng	  informaSon”	  -‐	  
Winston	  Churchill	  	  
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*Family	  size	  is	  defined	  as	  four	  people	  per	  unit	  

A	   supply/demand	   analysis	   of	   Dubai’s	   real	   estate	   shows	   that	   price	   acSon	   has	   followed	   periods	   of	   imbalance	  
between	  the	  two.	   In	  2008,	  as	  supply	  exceeded	  demand,	  prices	  adjusted	  dramaScally	   lower,	  and	  remained	  on	  a	  
downward	  trajectory,	  unSl	  demand	  started	  to	  exceed	  supply	  in	  2011.	  The	  upward	  price	  incline	  conSnued	  Sll	  2014,	  
at	  which	  point	   it	  appeared	  as	   if	  another	   inflecSon	  point	  had	  been	   reached;	   this	   coincided	  with	  expectaSons	  of	  
supply	  once	  again	  outpacing	  demand	  for	  the	  year.	  	  	  	  

Expected	  

Expected	  
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However,	  expected	  supply	  dynamics	  appear	  to	  have	  “Noise”	  embedded	  
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In	  the	  last	  three	  years	  Dubai	  has	  had	  an	  average	  compleSon	  rate	  of	  61%	  of	  expected	  supply,	  highlighSng	  the	  lag	  
that	   is	   expected	   in	   on-‐going	   developments.	   Given	   that	   this	   trend	   is	   expected	   to	   conSnue,	   the	   concerns	   about	  
excessive	   supply	   appear	   to	  be	   somewhat	   exaggerated,	   and	   could	   lead	   to	  upward	  price	  movements	   as	   realized	  
supply	  lags	  substanSally	  behind	  expected	  numbers.	  	  
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Peak	  to	  Now	  

“Life	  is	  just	  a	  series	  of	  peaks	  and	  troughs,	  and	  you	  don't	  know	  whether	  you're	  in	  a	  trough	  unSl	  you're	  
climbing	  out,	  or	  on	  a	  peak	  unSl	  you're	  coming	  down”	  –	  David	  Brent	  
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TransacSons	  and	  Prices	  
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*Selected	  communiSes	  
1www.reidin.com	  /	  www.globalcappartners.com	  

As	  highlighted	  in	  an	  earlier	  presentaSon	  (Dubai:	  The	  Road	  Ahead1;	  Dated:	  May’14),	  transacSonal	  acSvity	  remains	  
a	  leading	  indicator	  of	  price	  movements	  (strong	  correlaSon	  since	  2006).	  With	  transacSons	  down	  by	  over	  26%	  on	  a	  
year	  over	  year	  basis,	  prices	  have	  predictably	  followed	  suit.	  Whilst	  further	  micro	  structure	  research	  needs	  to	  take	  
place,	   segmenSng	   transacSons	   by	  market	   strata,	   it	   appears	   as	   if	   price	   acSvity	  will	   remain	   subdued	   so	   long	   as	  
transacSonal	  acSvity	  remains	  on	  a	  declining	  trend.	  	  
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Price	  Movement	  by	  Market	  Segment	  

Strata	   %	  of	  Overall	  
Supply	  ‘15	  

%	  of	  PopulaOon	  that	  
Can	  Afford	  to	  Buy	  

%	  of	  PopulaOon	  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%	  

Since	  the	  market	  peak	  in	  mid	  2014,	  prices	  have	  declined	  by	  approximately	  20%	  in	  various	  communiSes,	  with	  the	  
prime-‐end	   of	   the	   market	   (>1500psf)	   having	   suffered	   the	   sharpest	   decline	   (26%)	   and	   the	   affordable	   segment	  
(<1000psf),	  has	  suffered	  the	   lowest	  pace	  of	  price	  deceleraSon.	  This	  corresponds	  to	  the	  hypothesis	  that	  the	  real	  
estate	  market	  had	  become	  top	  heavy,	  and	  at	  the	  lower	  end	  of	  the	  market	  there	  has	  been	  buying	  acSvity	  in	  select	  
communiSes,	  to	  capitalize	  on	  price	  declines.	  	  
	  
When	  a	  rental	  analysis	  is	  conducted,	  87%	  of	  the	  populaSon	  can	  access	  the	  affordable	  segment	  of	  the	  market,	  yet	  
only	  54%	  of	  the	  supply	  in	  2015	  was	  catering	  to	  this	  segment;	  this	  in	  turn	  suggests	  why	  the	  price	  decline	  has	  been	  
the	  least	  in	  this	  segment	  and	  why	  rents	  have	  remained	  “sScky”	  in	  this	  strata.	  	  

*Selected	  communiSes	  

Reidin.com	  
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Prime	  ProperSes	  Incur	  Highest	  Drop	  	  

An	  analysis	  of	  cash	  transacSons	  of	  Palm	  Jumeirah	  and	  Jumeirah	  Island	  Villas	  shows	  a	  30%	  and	  23%	  fall	  from	  their	  
peak	  to	  current	  transacted	  prices.	  This	  has	  been	  the	  result	  of	  a	  manifestaSon	  of	  fears	  that	  the	  market	  has	  become	  
top	  heavy	  and	  that	  there	  has	  been	  an	  over	  supply	  in	  the	  villa	  space.	  	  

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

A	  similar	  analysis	  was	  conducted	  in	  two	  high-‐end	  communiSes	  Greens	  and	  JLT,	  which	  revealed	  a	  17%	  price	  drop	  
from	  its	  peak.	  Whilst	  price	  volaSlity	  has	  increased	  on	  the	  back	  of	  reduced	  transacSons,	  the	  trend	  has	  clearly	  been	  
on	  a	  downward	  trajectory.	  	  	  	  

*Similar	  types	  and	  sizes	  
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Down	  12%	  
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Affordable	  Housing	  Falls	  the	  Least	  

When	  the	  affordable	  segment	  is	  scruSnized,	  the	  price	  decline	  has	  been	  the	  least,	  indicaSng	  price	  resistance	  on	  the	  
downward	  end	  as	  investors	  and	  end	  users	  have	  both	  entered	  at	  lower	  price	  levels.	  	  	  

*Similar	  types	  and	  sizes	  
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Yield	  Spreads	  as	  Signals?	  

“You	  can't	  connect	  the	  dots	  looking	  forward;	  you	  can	  only	  connect	  them	  looking	  backwards.	  So	  you	  have	  to	  
trust	  that	  the	  dots	  will	  somehow	  connect	  in	  your	  future.”	  ―	  Steve	  Jobs	  
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InternaSonal	  City	   Downtown	   Spread	  
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City-‐Wide	  	   Prime	   Spread	  

A	  look	  at	  Yields	  

Yield	   spreads	   have	   historically	   been	   used	   as	   an	   indicator	   looking	   at	   inflecSon	   points	   and	   signaling	   buy/sell	  
mechanisms.	   In	   the	   first	   chart,	   the	   yield	   spread	   between	   the	   city	  wide	   average	   and	   the	   prime	  market	   spread	  
signaled	   a	   trough	   in	   2011.	   This	   was	   a	   buy	   signal	   for	   both	   city	   wide	   and	   prime	   properSes,	   with	   the	   laVer	  
outperforming	  significantly.	  However,	  on	  a	  relaSve	  basis,	  the	  indicator	  signaled	  a	  sell	  in	  the	  second	  half	  of	  2013,	  
and	  since	  then	  prime	  properSes	  have	  underperformed	  the	  city	  wide	  index.	  
	  
In	  the	  second	  chart,	  when	  applied	  to	  to	  two	  specific	  communiSes,	  there	  appears	  to	  be	  a	  sell	  signal	  in	  2009	  and	  a	  
buy	   signal	   in	   2011	   (for	   downtown)	   between	   the	   two	   communiSes;	   more	   recently	   the	   indicator	   seems	   to	   be	  
hovering	  towards	  a	  sell	  indicator	  again.	  	  	  

Reidin.com	  Reidin.com	  



Conclusions	   Supply	  and	  Demand	  	   Peak	  to	  Now	  

Yield	  Spreads	  as	  Signals?	   Conclusion	  

Real	   estate	   market	   had	  
become	   top	  heavy,	   and	  at	   the	  
lower	  end	  of	   the	  market	   there	  
has	   been	   buying	   acEvity	   in	  
s e l e c t	   c ommun i E e s ,	   t o	  
capitalize	  on	  price	  declines	  

Dubai	   has	   had	   an	   average	  
compleEon	   rate	   of	   61%	   of	  
expected	   supply,	   highlighEng	  
the	   lag	   that	   is	   expected	   in	   on-‐
going	  developments	  

	  

	  
	  	  	  
	  	  

A	   Dubai	   real	   estate	  market	   analysis	   reveals	   that	  
price	  acSon	  comes	  ater	  periods	  of	   imbalance	   in	  
the	  supply	  and	  demand	  metrics.	  	  
	  
A	   deficit	   in	   supply	   as	   seen	   in	   2008	   and	   possibly	  
2015	  has	  led	  to	  price	  declines,	  whereas	  a	  surplus	  
has	   correlated	   into	   an	  upward	  movement	   in	   the	  
price	  trend	  as	  seen	  In	  2013/14.	  	  
	  
However,	   the	   fears	   of	   a	   huge	   amount	   of	  
oversupply	   this	   Sme	   around	   maybe	   over	  
exaggerated	   as	   the	   compleSon	   rate	   of	   projects	  
has	   been	   61%	   in	   the	   last	   3	   years.	   This	   lag	   could	  
possibly	   lower	   the	   surplus	   pushing	   prices	  
upwards	  
	  

A	  micro	   structure	   price	   analysis	   reveals	   that	   prime	  
properSes	   have	   had	   the	   greatest	   correcSon	   (26%),	  
whereas	  the	  affordable	  segment	  had	  fallen	  the	  least	  
(13%).	  
	  
The	   different	   rates	   of	   price	   decreases	   can	   be	  
correlated	   to	   the	   degree	   of	   mismatch	   of	   supply/
demand	  in	  each	  individual	  strata.	  .	  This	  corresponds	  
to	   the	   hypothesis	   that	   the	   real	   estate	   market	   had	  
become	  top	  heavy.	  
	  
Given	   the	   conSnued	   sluggish	   secondary	   market	  
demand,	  transacSonal	  acSvity	  in	  each	  strata	  will	  be	  
a	  good	  leading	  indicator	  for	  price	  inflecSon	  points.	  	  
	  
	  
	  

Yields	   have	   been	   a	   key	   indicator	   in	   anScipaSng	  
inflecSon	   points	   in	   the	   market.	   This	   inflecSon	  
points	   help	   us	   gauge	   buy/sell	   signals	   in	   the	  
market.	  	  	  	  
	  
Gross	  yield	  spreads	  between	  city	  wide	  and	  prime	  
communiSes	   indicated	  a	   relaSve	  buy	   to	  prime	   in	  
2011	   and	   a	   sell	   in	   late	   2013;	   giving	   credence	   to	  
the	   axiom	   that	   these	   spreads	   need	   to	   be	   closely	  
monitored	   in	   order	   to	   ascertain	   the	   direcSon	   of	  
future	  price	  movements.	  	  
	  
	  
	  
	  

The	   price	   acSon	  of	  Dubai’s	   real	   estate	  market	  will	  
be	  greatly	   influenced	  by	   the	   rate	  of	   compleSon	  of	  
on-‐going	   projects.	   If	   the	   rate	   falls	   below	   60%	   we	  
opine	   that	   the	   lopsidedness	   will	   cause	   prices	   to	  
trend	   upwards.	   However,	   if	   developers	   stay	   on	  
course	   and	   deliver	   projects	   as	   per	   schedule,	   the	  
variety	   of	   opSons	   for	   buyers	   and	   rents	   will	   force	  
prices/rents	  to	  fall	  further.	  
	  
This	   trend	   will	   be	   vary	   in	   each	   individual	   strata	  
according	   to	   its	   individual	   supply/demand	  
dynamics.	  	  	  
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Title	   	  	  Report	   	  Date	  

Killing	  Them	  Sotly:	  The	  incidence	  and	  impact	  of	  Off-‐Plan	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   15-‐Jun-‐15	  

Dubai:	  The	  Ramadan	  Phenomena	  	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   2-‐Jun-‐15	  

Dubai:	  Sell	  in	  May	  and	  Go	  Away	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   11-‐May-‐15	  

Dubai:	  The	  Metro	  Effect	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   28-‐Apr-‐15	  

Renter’s	  Ball:	  The	  Dynamics	  of	  the	  Tenancy	  Market	  in	  Dubai	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   14-‐Apr-‐15	  

Dubai:	  The	  Path	  of	  Symbiosis	  	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   22-‐Mar-‐15	  

Dubai:	  Boom-‐Bust-‐ology	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   8-‐Mar-‐15	  

Dubai:	  Is	  Commercial	  Realty	  Commercially	  Viable?	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   2-‐Feb-‐15	  

Dubai:	  Shocks,	  Shits	  &	  a	  Return	  to	  First	  Principles	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   19-‐Dec-‐14	  

Dubai:	  The	  Hunt	  for	  Yields	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   15-‐Dec-‐14	  

Dubai:	  Amidst	  a	  Slowdown,	  Underlying	  Strength	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   15-‐Nov-‐14	  

Dubai:	  Where	  to	  build?	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   22-‐Oct-‐14	  

The	  Cityscape	  Effect	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   18-‐Sep-‐14	  

Dubai:	  The	  Real	  Estate	  Value	  Guide	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   3-‐Sep-‐14	  

Dubai:	  The	  "New	  Normal"	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   8-‐Aug-‐14	  

Dubai:	  The	  Paradox	  of	  Affordable	  Housing	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   21-‐Jul-‐14	  

Dubai:	  A	  Tale	  of	  Two	  Markets	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   17-‐Jun-‐14	  

Dubai:	  The	  Trophy	  Buying	  Phenomena	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   22-‐May-‐14	  

Dubai:	  The	  Road	  Ahead	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   5-‐May-‐14	  

Dubai:	  Buy	  Land	  Where	  the	  City	  Ends	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   7-‐Apr-‐14	  

Dubai:	  A	  Closer	  Look	  into	  2013	  	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   13-‐Feb-‐14	  

Dubai:	  What	  Now?	  	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   28-‐Nov-‐13	  

Dubai:	  If	  You	  Build	  It	  They	  Will	  Come	  	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   30-‐Sep-‐13	  

Dubai:	  The	  City	  is	  Built	  Upon	  it’s	  Commerce	  	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   11-‐Apr-‐13	  

Home	  Ownership:	  Dubai's	  Road	  to	  Prosperity	  	   REIDIN	  -‐	  UNITAS	  Real	  Estate	  Market	  Reports	   12-‐Mar-‐13	  
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HH	  General	  Sheikh	  Mohammed	  Bin	  Rashid	  Al	  Maktoum	  
The	  Ruler	  of	  Dubai	  and	  Prime	  Minister	  of	  UAE	  


