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Economic Update.

KEY HEADLINES

Initial estimates show that Abu Dhabi’s
GDP grew by 1.9% in 2019, up from 1.2%
in 2018. Given the economic fallout caused
by the COVID-19 pandemic, particularly to
the capital’'s hydrocarbon sector, Abu
Dhabi’'s GDP is expected to fall by 7.2% in
2020. Whilst economic growth is expected
to return in 2021, where GDP is forecast to
register a growth rate of 5.1%, Abu Dhabi’s
economy will only return to its 2019 GDP
level by 2022.

The UAE’s Purchasing Managers’ Index
(PMI), which tracks the country’s private
non-oil economy, fell to a historic low of
44.1 in April 2020 before increasing to 50.4
in June 2020, as lockdown measures were
eased. Whilst for the first time in 2020 the
latest reading shows growth in the UAE’s
non-oil private sector, the employment sub-
index fell to 46.4 in June, down from 48.7 in
May.

Employment in Abu Dhabi is estimated to

have increased by 2.7% in 2019. As
economic  activity contracts so  will
employment, where in 2020 total

employment is expected to decline by
5.4%. Despite the economic headwinds the
capital faces, the Abu Dhabi government
and its related entities are set to push
ahead with approved projects, and even
fast-track certain expenditures as part of
the Ghadan 21 stimulus package. As a
result, employment is expected to return to
its 2019 level by 2021.

As at July 12t 2020, the EIBOR 6-month fix
stood at 0.85%, down from 2.83% 12 months
earlier.
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FIGURE 2
ABU DHABI CONSUMER PRICE INDEX, Y-O-Y % CHANGE
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FIGURE 3
UAE PURCHASING MANAGERS’ INDEX (PMI)
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Initial estimates show that Abu Dhabi's GDP grew by 1.9% in 2019, up
from 1.2% in 2018. Given the economic fallout caused by the COVID-
19 pandemic, particularly to the capital's hydrocarbon sector, Abu
Dhabi's GDP is expected to fall by 7.2% in 2020. Whilst economic
growth is expected to return in 2021, w here GDP is forecast to register
a growth rate of 5.1%, Abu Dhabi’s economy will only return to its 2019
GDP level by 2022.
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FIGURE 4

ABU DHABI EMPLOYMENT, Y-O-Y % CHANGE
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Abu Dhabi has witnessed deflation since the start of 2019, a trend
which has only intensified since, with prices falling by 2.8% in the year
to May 2020. This trend has been driven by lower housing and
transport, and recreational activities costs. Over the same period, food
and beverage costs, which carry a 12.3% weighting in Abu Dhabi's CPI
basket, increased by 9.8%.
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The UAEs Purchasing Managers’ Index (PMI), which tracks the
country’s private non-oil economy, fell to a historic low of 44.1 in April
2020 before increasing to 50.4 in June 2020, as lockdow n measures
were eased. Whilst for the first time in 2020 the latest reading shows
growth in the UAEs non-oil private sector, the employment sub-index
fell to 46.4 in June, dow nfrom48.7 in May.
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Employment in Abu Dhabi is estimated to have increased by 2.7% in
2019. As economic activity contracts sow ill employment, w here in 2020
total employment is expected to decline by 5.4%. Despite the economic
headw inds the capital faces, the Abu Dhabi government and its related
entities are set to push ahead with approved projects, and even fast
track certain expenditures as part of the Ghadan 21 stimulus package.
As aresult, employment is expected to returnto its 2019 level by 2021.

With global lockdow n restrictions beginning to ease and oil demand
gradually returning, the price of Brent Crude has risen from lows of
$20.0 pb in April 2020, to $42.9 pb as at 10t June 2020. Whilst the
OPEC+ agreement has been extended to July 2020, early indications
show that supply cuts are likely to be moderated from August as
demand picks up. The EIA expects Brent Crude to average $41 pb in
the second half of 2020 and $50 pb in 2021.

Due to the projected impact of COVID-19 on the US economy, the US
Federal Reserve reduced the Federal Fund Target Rate from 1.75% to
0.25% in March 2020. Given the UAE Dirham’s Dollar peg, the UAE
Central Bank in turn reduced it's policy rate from 2.0% to 1.5% in
March 2020. As a result, as at July 12t 2020, the EIBOR 6-month fix
stood at 0.85% dow n from?2.83% 12 months earlier.



Abu Dhabi Office
Market Update.

KEY HEADLINES

As at Q2 2020, average Prime rents
across Abu Dhabi were recorded at AED
1,640/sgm, average Grade A rents at AED
1,203/sgm and average Citywide rents at
AED 946/sgm.

On average, Citywide office rents across
Abu Dhabi fell 8.0% in the year to Q2
2020, whilst Prime and Grade A rents fell
by -0.3% and 3.0% respectively over the
same period.

Market wide vacancy in Abu Dhabi’s office
market registered at 22.1% as at Q2 2020,
down from 22.8% a quarter earlier. Over a
12 month period to Q2 2020, vacancy in
Grade A and Citywide stock has increased
by 4.8 and 4.3 percentage points
respectively, whereas Prime vacancy has
fallen by 10.3 percentage points over the
same period.

Occupier activity in Abu Dhabi has
remained relatively subdued since the
onset of the COVID-19 pandemic, a trend
which we expect to continue over the
coming quarter. Where we have witnessed
market activity it has been centred around
consolidation of space or as a cost saving
measure, or a combination of both. Whilst
we have not seen much movement in
headline rents, incentives to retain and
attract tenants are abundant in the market.

PriscillaGoh. Commercial Agent — Occupier Services & Commercial Agency

+971 56 4202 313 | priscilla.goh@me.knightfrank.com

Document sources: Knight Frank Research: Macrobond/ Oxford Economics/ MEED Projects and REIDIN
Important Notice - © Knight Frank LLP 2020
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On average, Citywide office rents across Abu Dhabi fell 8.0% in the
year to Q2 2020, whilst Prime and Grade A rents fell by -0.3% and
3.0% respectively over the same period.

As at Q2 2020 average Prime rents across Abu Dhabi w ere recorded
at AED 1,640/sqm, average Grade A rents at AED 1,203/sgm and
average Cityw ide rents at AED 946/sgm.
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Market wide vacancy in Abu Dhabi’s office market registered at 22.1%
as at Q2 2020, dow n from 22.8% a quarter earlier. Over a 12 month
period to Q2 2020, vacancy in Grade A and Citywide stock has
increased by 4.8 and 4.3 percentage points respectively, whereas
Prime vacancy has fallen by 10.3 percentage points over the same
period.
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Abu Dhabi currently has stock of around 3.69 million square metres of
commercial office space. By 2022 total supply of commercial office
space is expected to be around 4.08 million square metres.
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FIGURE 9
ABU DHABI OFFICE SUPPLY MAP - STUDY, DESIGN AND EXECUTION
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Currently there are estimated to be 37 active office projects within
Abu Dhabi, with delivery dates up to 2024 which are either being
executed or in the study or design phase. The total value of these
projects currently is estimated at US$ 982m.
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FIGURE 12
ABU DHABI MARKET OUTLOOK, 12 MONTHS
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Occupier activity in Abu Dhabi has remained relatively subdued since
the onset of the COVID-19 pandemic, a trend w hich we expect to
continue over the coming quarter. Where w e have witnessed market
activity it has been centred around consolidation of space or as a cost
saving measure, or a combination of both. Whilst we have not seen
much movement in headline rents, incentives to retain and attract

Taimur Khan. Associate Partner — Strategic Consultancy & Research
+971 56 4202 312 | taimur.khan@me.knightfrank.com

tenants are abundant in the market.
P9 Knight
® 4 Frank

Note: * The Property Monitor Index methodology is based on a basket of properties where the property value is estimated using arange of sources compared 1 the price changes for apartments and townhouseshvillas which is based on DLD transfers (or asking prices for Abu Dhabi) which may result inthe average price changes not tallying with one another. This repart is published for general information orly 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 tis report, no responsihi lity or liability whats cever can be accepted by Knight Frark 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 materia does not necessarily represent the view of Knight Frank LLP inrelation to particular properties or prgects. Reproduction of this reportinwhole orin

part is not alowed without prior written approval of Knight Frank LLP to the form and contentwithin which itappears. Knight Frank Midde East Limited (Dubai Branch): Prime Star Internaional Rea Estate Brokers (PSIREB RERA ORN: 11964 trading as Knig ht Frank with registration number 653414, Our regstered office is: 5th Floor, Building 2, Emaar Business Park, PO Box 487207, Dubai, UAE.



