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Oil price instability... on the road to Free zone development remains subdued Market comment Market Sentiment
n . N
recovery: in Abu Dhabi e Thereis continued downward pressure on the occupier e Buildings that do not meet occupiers’ exact requirements in
e The International Monetary Fund (IMF) estimates that overall e Abu Dhabi did not introduce any new legislation for more market in Abu Dhabi as weak market sentiment affects new terms of specifications, parking, access and egress will face
real GDP growth in the UAE registered 3.9% in 2015 and free zones in 2016 and it is not expected to implement any and existing demand. continued voids as occupiers that are planning to relocate,
is expected to fall in 2016 to 2.3%(f) before seeing gradual in 2017, either which could help develop sectors within the . ) . review the market more carefully.
0 2.5%(f) in 2017 economy and spur growth e We witnessed a marked slowdown in the number of enquiries
recovery ' ’ ' in 2016, partly due to companies reviewing the impact of e Occupiers are looking for one central office for the UAE with
e Current WTI Qil prices have recovered to USD 54 a barrel e  Abu Dhabi has seven free zones compared with over twenty falling oil prices and the consequential effects on federal greater opportunities for both offices and housing, making
from this time last year when oil was c¢. USD 36 a barrel, which three main free zones in Dubai. spending and the implications on the wider regional and Abu Dhabi less competitive.
i i ing i international markets. ) )
should assist government reviews on fe<I3Ie‘r al spending in ) e The lack of choice and varied regulation of the free zones e Occupier confidence has also been affected by the
2017/18. There are some analysts predicting that average oil ) ) ) . . o - R )
. il stabilise around USD 60 between 2016 could impact on the recovery in the occupier sector as e  The global markets have been pensive as they ‘look and wait consolidation and merger of large Abu Dhabi entities including
prgezs O\glo companies look to set up operations within Dubai rather to see the outcome of the British referendum (BREXIT) and the Mubadala & IPIC and NBAD & FGB and the effect that these
an ' than Abu Dhabi. US elections and the impact that Donald Trump could have and future changes may have on the market.
upon global markets and trade.
FIGURE 1 FIGURE 2 e The main demand for offices was up to 100 sg m, with over
Abu Dhabi office stock, 2008 - 2018 Size requirements, H2 2016 47% of enquiries within this size range, see Fig. 2.
e Demand continued for fitted premises which are (plug and
sq m (millions) 1,000-5,000 s m ; ; [T i ;
play) with the aim of minimising capital expenditure.
487 Forecast : e Grade A and prime supply remains subdued which will be
4.0 ' 500-1,000 sg m important for landlords to maintain headline rents. There are
35 - : limited new developments under construction, and of those
20 4 we could see some further delay in completion.
2.5 4 e  Prime office rents remained steady in H2 2016 to AED 1,700
20 - 0% +5,000 sqm per sq m, whilst rental values for Grade A shell and core office
15 space declined to AED 950 per sq m, however we expect this
' to soften in 2017 as landlords provide greater incentives.
1.0 -
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Source: Knight Frank Research Source: Knight Frank Research
FIGURE 3 FIGURE 4 FIGURE 5 FIGURE 6
Demand by sector, H2 2016 Average Grade A shell & core office rents, Abu Dhabi Vacancy rate, Abu Dhabi Key Market Indicators
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Please refer to the important notice at the end of this report.
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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.
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