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Market resilience continues

Proposed Sub-Centres Under Nairobi’s Master Plan

Following a period of unprecedented growth from 2010 to 2012 when annual price growth exceeded
30% per annum, Nairobi’s prime residential market has witnessed a price correction in recent years.
We see this an indicator of a maturing market as vendors adjust their price expectations. We expect
the prime market to recover in the first half of 2018 as the current wave of political uncertainty
draws to a close, ending the period of moderate price growth, evident throughout 2016 and 2017.
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Prime residential rents in Nairobi declined
during the first half of 2017 albeit at a
slower rate of -2.8% compared to -3.2%
during the first half of 2016. An oversupply
of prime properties for rent is behind the
weaker prime rental growth, which has
given tenants more leverage to negotiate
with landlords. In a market dominated
by expatriate tenants, corporate budget
cuts by multinational firms have further
influenced the performance of this highend residential market segment.

Prime residential prices increased by
0.9% over the first nine months of 2017
compared to a decrease of 1.0% over
the same period in 2016. The prevailing
market conditions, coupled with the
already high capital values of prime
residential homes, have however resulted
in low transaction volumes.

While there has been much talk in
the market about a dramatic decline
in residential rents, we sense that the
residential market is reaching its
cyclical trough.
Purchasing a Kshs100m home:
Potential savings for a European and
US buyers Nov 2015 Vs Nov 2017

DOLLARS

Furthermore, the introduction of interest
rate capping during the second half of
2016 led to most financial institutions
being reluctant to lend to private
individuals. Lenders have since shifted
their focus to corporate borrowers and
investing in government bonds. This trend
has continued into the second half of
2017 as potential sellers and buyers hold
off key investment decisions until the
election is concluded.
However, despite the slowdown in
activity, we believe transactional activity
will gain momentum in 2018 as the
market stabilises.
Nairobi and Mombasa continue to
attract interest from both local and
international buyers.
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Currency
The Kenyan Shilling remained largely
stable in the year, but had depreciated
against the major currencies such as US
Dollar, UAE Dirham, Indian Rupee,
Chinese Yuan and Euro by 1.8%, 1.8%,
4.3%, 4.2% and 6.7% respectively as
of mid-November 2017. However, it
strengthened against the Japanese Yen
by 6.4% over the same period. Within
the East African Community, the Kenyan
Shilling had depreciated against the
Ugandan Shilling, Tanzanian Shilling and
Rwandese Franc by 1.9%, 0.9% and 1.4%
respectively as of mid-November 2017.

Taking account of currency movements
only, a European buyer purchasing a
Kshs100 million, property would have
saved 8.2% on the price (or €75,000 in
real terms) compared to two years earlier,
whilst a US buyer would have realised a
saving of 1.4% (or US$14,000) over the
same period.
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Outlook
Our outlook for Kenya remains positive
in 2018. Government regulations,
infrastructure spending (to meet the
country’s Vision 2030 goals), combined
with a growing realisation amongst
developers that there is a need to phase
project launches in line with demand,
leads us to believe the real estate market
has become more mature and resilient.
Kenya’s projected GDP growth rate of
5.8% in 2018 is significantly above SubSahara Africa’s projected average growth
rate of 3.5%, making it an ideal location
for local and international investors.
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Nairobi City Master Plan

Water and Hydropower Construction
Company—which will consist of five-star
hotels, office blocks, residential homes
and shops when completed, with the
retail component having opened for
trading in February 2017.

Other factors making Kenya an ideal
investment destination include: rapid
urbanisation at 4.3% per annum versus
a global average of 2.0%, an expanding
middle class, and positive demographics
such as high population growth at 2.6%
per annum against a Sub-Saharan Africa
average of 2.3%.

Nairobi’s Westlands district is the focus
of another largescale development. Here,
AVIC International Africa is investing
in a US$100 million development.
The complex will be the hub of AVIC
International’s African operations. The
tallest tower in the scheme will stand at
178 metres (43 storeys).

The positive outlook has led to increased
investment from major foreign firms, in
particular from China, with their focus
being in and around the country’s capital.
Examples include a US$70 million
investment by Chinese investors, China
National Aero-Technology International
Engineering Corporation (AVIC), as well
as the acquisition of a 38.9% stake in
the Two Rivers development by Jiangxi

Chinese property developer Erdemann
Property is also building a US$60
million residential housing project in
Athi River on the outskirts of the
capital. The investment will be the
company’s third phase of the Great
Wall Gardens development, which will
see the construction of 2,000 units
comprising two-bedroom and threebedroom apartments.

Please refer to the important notice at the end of this report
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Dubai: As the economy diversifies in line
with Dubai Plan 2021, GDP growth is
expected to grow 3.2% in 2017 and begin
to strengthen in 2018 to 3.5%.

Residential

Dubai’s GDP increased by 2.5% in
2016, down from 3.4% in 2015. Global
economic uncertainty deriving from
political uncertainty due to events such
the UK’s EU Referendum and the global
wave of populism combined a strong US
Dollar have supported the slowdown in
GDP growth.

Dubai’s residential market in 2017 has
been a story of stabilisation after a period
of weak market performance which
started in early 2015. Mainstream sales
prices fell by 2% in the year to Q3 2017
according to data from REIDIN.

Outlook

Comparing average price change in the
first nine months of the year: in 2016
the figure registered at -5.6%, over the
same time period in 2017 price falls have
slowed to -0.6%. Prime residential prices
over the year to September 2017 have
fallen by 3.8%.
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Australasia (10.7%) is the strongestperforming world region on an
average basis, Russia & the CIS the
weakest (-8.4%)

Attracting strong interest from Latin America,
in particular Venezuela, alongside the delivery
of high-specification new developments, the
city’s luxury residential stock is now firmly on
the radar of global investors.
Paris (11.3%) and Berlin (7.3%) are hot on
Madrid’s heels. With typical prime prices
averaging €18,000 per sq m and €12,000
per sq m respectively, buyers – both
domestic and international – are now
recognising the comparative value in such
markets whether looking for an investment
or second home.
Elsewhere in Europe, Zurich, Vienna, Geneva
and London all registered price declines over
the 12-month period.

Prime prices in Sydney and Melbourne
continue to track higher, with those in
Melbourne rising from a lower base. Both
cities have now ranked within our top ten for
ten consecutive quarters.

A divided Europe?

Average prices in prime central London
were down 4.6% in the year to September,
the most modest decline in nearly a year.
US cities remain firmly mid-table this quarter,
with San Francisco (5.5%) out in front.
A steady economy and a weaker dollar,
compared with 12 months ago, is helping
to support demand and hence prices.
Further north, Toronto has slipped down
our annual rankings, from second place last
quarter, to fifth. In real terms, this equates
to a slowdown in annual growth from 20.7%
to 11.5%. The new 15% foreign buyer tax,
introduced in April, along with Canada’s two
interest rate rises this year has influenced
buyer sentiment.
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Follow Kate at @keverettkf
For the latest news, views and analysis on
the world of prime property, visit Global
Briefing or @kfglobalbrief
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“Melbourne and Sydney have
now ranked within our top ten
for annual prime price growth
for ten consecutive quarters.”
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Seoul’s rate of annual growth has slowed
following a number of policy measures
announced this year, including tighter
mortgage lending rules and higher capital
gains tax for owners of multiple homes.

Madrid proved Europe’s strongest-performing
luxury residential market, with prices ending
the year to September 11.9% higher.
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“Despite strong forecasts
for economic growth within
the UAE in 2018, we remain
cautious on the outlook
for the real estate sector
however we do anticipate
pockets of outperformance.”

Cities in Asia Pacific account for five of our
top ten rankings, with Seoul (11.2%), Sydney
(11.0%) and Melbourne (10.4%) joining
Guangzhou and Shanghai.

Long-term frontrunner, Cape Town registered
annual growth of 14.5% year-on-year. Landlocked between Table Mountain and the
Atlantic, limited new supply opportunities
are helping to support prices.

TAIMUR KHAN
Senior Analyst

Despite Guangzhou’s stellar performance, the
overall narrative across China is one of slower
price growth. Both Shanghai and Beijing
saw their rate of annual price growth decline
significantly compared with last quarter and
Guangzhou’s index increased just 6.8% in
the last three months compared with 36.3%
in the last 12 months.
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REAL ESTATE MARKETS IN A CONTINENT OF GROWTH AND OPPORTUNITY

Toronto saw its annual prime price
growth almost halve between June
and September 2017

FIGURE 1
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Cities in the Asia Pacific region
account for five of our top ten annual
rankings

Dubai mainstream residential, year-on-year % change
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Guangzhou leads the annual rankings
despite the wider slowdown across
China’s first tier cities

Madrid, Paris and Berlin are outpacing
their European counterparts

DUBAI

UAE: Given a partial recovery in oil prices
and diversification of the economy (to cut
its resilience on crude oil revenues), GDP
growth is expected to slow to 1.7% in
2017 and gain momentum 2018 to 3.3%.

Results for Q3 2017

2013 Q4

Given market performance to date, in
2017 we are likely to see another year
of softening KPIs within the UAE’s
hospitality sector

Abu Dhabi: Forecasts show that GDP
growth is expected to pick-up in 2017 to
3.9% and 4.7% in 2018 – outpacing the
overall UAE’s GDP growth rates over the
same period respectively.

Abu Dhabi’s GDP decreased by 6.4% in
2016, up from -8.9% in 2015 (on current
price levels), with the crude oil and natural
gas sectors’ slowdown impacting headline
economic growth.

Q3 2014
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The short to medium term outlook for
Abu Dhabi’s office market remains
negative

The UAE’s GDP increased by 3.0% in
2016, down from 3.8% in 2015. Lower oil
prices, higher interest rates and a strong
dollar have underpinned the slowdown in
GDP growth.
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Dubai’s prime office rents will continue
to rise, albeit moderately

Our Prime Global Cities Index, which tracks the movement of luxury
residential prices across 41 cities around the world, climbed 4.2%
in the year to September 2017, with the Chinese city of Guangzhou
leading our annual rankings.
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Commercial market activity is expected
to pick up in 2018

GUANGZHOU LEADS LUXURY
RESIDENTIAL PRICE INDEX

DISJOINTED PERFORMANCE
EXPECTED IN THE UAE’S REAL
ESTATE MARKETS IN 2018
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Residential price performance will
continue to diverge in 2018 across
Dubai, with neighbourhoods where
significant delivery of new supply is
expected likely to continue to see
prices soften

2012 Q4

The UAE’s GDP growth is expected
to slow to 1.7% in 2017 and gain
momentum 2018 to 3.3%

PRIME GLOBAL
CITIES INDEX
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