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PROPERTY VALUATIONS

In the current economic climate, banks are typically taking a more selective approach to lending
and rely even more on detailed professional reports to aid their decision making. Auditors require
justifiable valuations of a company’s real estate assets for balance sheet reporting and good
corporate governance. The profession is becoming more regulated and clients more demanding,
and this places more value on a professional independent service

Whether you are buying or selling real estate as an individual, providing a loan in the form of debt
finance (Mortgage) as a financial institution against real estate, or a corporate entity having real
estate assets shown on your balance sheet, a property valuation is there to support and assist with
major financial decisions. It is essential to have access to accurate information and professional
independent advice in order to make informed decisions.

As a market, the UAE is an emerging and slowly maturing real estate market, which has witnessed
boom and bust cycles. There has been huge inward investment in the last five years and the country
is growing as an increasingly important trade and logistics hub and tourist destination. The market
here is opaque; information is not openly shared and institutional investment is relatively rare due to
land ownership structure, short-term leases, and lack of planning controls. This is slowly changing
as professions are regulated and laws are implemented to bring wider investor confidence.

The UAE has ambitious plans for growth and expansion with a number of large development
projects in the pipeline. Accurate property valuations are critical in providing confidence to local and
international investors, as these valuations are required to support their investment decisions and
financing.

Whether a valuation is required of a commercial building, a large scale development project or
your home, it is important that clients trust the professional advice they receive. Choosing an RICS
accredited firm, with RICS surveyors and registered valuers such as Knight Frank, provides you
with the comfort and reassurance that you are receiving the best service as if you were in London,
Singapore or Sydney.
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IN FOCUS: RESIDENTIAL MARKET

The residential market in Dubai maintained its stability in the YT May 2016. Despite an annual
8% Y-0-Y drop across the mainstream market, the General REIDIN sale price index remained
relatively flat on a monthly basis.

Dubai’s prime residential market continued to outperform the market average. While the
General REIDIN prime price index declined 5% in the YT May 2016 versus YT May 2015,

encouragingly prices in the prime segment increased 2% on a quarterly basis between Q4 2015
and Q1 2016.

The performance of prime apartments outweighed that of villas, with the index pointing to a

2% quarterly increase over the same period. In turn, prime villas recorded no significant price
change.

RESIDENTIAL YIELDS
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As sale prices softened over the past 18 months, rental rates also saw marginal declines in
selective areas across Dubai. The General REIDIN rental index points to a 5% decline in the YT
May 2016 versus YT May 2015.

With rents moderating at a slower rate than sale prices, yields achieved across Dubai remain
more favourable than other leading cities such as London.

Rental returns in the mainstream market edged slightly higher than the prime market. While
YT May 2016 data reveals that yields on property in the mainstream market reached 7.5%,
properties in the prime market achieved rental yields of 5.7% over the same period. In both
markets, returns on apartments were higher than those of villas.

FIGURE 1

Dubai prime vs. general residential sales index

FIGURE 3
Gross yield rates (Mainstream market)
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FIGURE 2
Price change in select areas in Dubai (YT May 2016 vs. YT May 2015)
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FIGURE 4

Viewpoint - What are the key factors of influence that will drive the market forward?
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Please refer to the important notice at the end of this report.
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FIGURE 5
Dubai residential transaction values & volumes (YT May 2016)
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ACTIVITY

e Activity in Dubai’s residential market in the first half of 2016 remained slow. Data from the Dubai
Land Department (DLD) reveals that the total value of residential transactions across Dubai
reached AED 5 billion in the YT May 2016 versus AED 7.9 billion in the YT May 2015.

e Despite this 36% decline, monthly data since January 2016 shows transaction volumes and
values have gained momentum.

e The value of residential properties transacted in the prime market reached AED 950 million in
the YT May 2016 versus AED 1.5 billion in the YT May 2015.
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e The prime segment witnessed growth in activity on a monthly basis since January 2016.
Particularly in this segment, the limited supply and strong demand from high-net worth
investors looking for long term capital appreciation, well designed and good quality products, is
expected to boost activity further over the second half of the year.
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Important Notice

© Knight Frank LLP 2016 - This report is published
for general information only and not to be relied upon
in any way. Although high standards have been used in
the preparation of the information, analysis, views and
projections presented in this report, no responsibility or
liability whatsoever can be accepted by Knight Frank LLP
for any loss or damage resultant from any use of, reliance
on or reference to the contents of this document. As a
general report, this material does not necessarily represent
the view of Knight Frank LLP in relation to particular
properties or projects. Reproduction of this report in whole
or in part is not allowed without prior written approval of
Knight Frank LLP to the form and content within which it
appears.

Knight Frank UAE Limited - Dubai: Prime Star
International Real Estate Brokers (PSIREB RERA ORN:
11964 trading as Knight Frank with registration number
653414. Our registered office is: 5th Floor, Building 2,
Emaar Business Park, PO Box 487207, Dubai, UAE.

Knight Frank UAE Limited - Abu Dhabi is a foreign branch,
with registration number 1189910. Our registered office is
Unit 103, West Tower, Abu Dhabi Trade Center, Abu Dhabi,
PO Box 105374, Abu Dhabi, UAE.
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