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INTRODUCTION
Real estate activity in the UAE during 2020 was severely disrupted by the COVID-19 pandemic. The lockdown measures
introduced by the end of March, led to a near standstill in transaction activity across all asset class. Sales and leasing
activity across office, residential and warehousing developments reached an all time low. However, as companies and
individuals adjusted to the new living and working patterns, we started observing off shoots of growth by end of April and
early May. The introduction of a stimulus package by the Central Bank was a shot-in-the-arm to the property market once
lockdown restrictions were eased. We witnessed a gradual increase in demand, especially across the residential sector
in H2 2020. A relaxation in LTV (Loan to Value) laws encouraged more investment appetite into the sector. Banks also
increased their exposure to real estate and the construction sector, and a spike in re-mortgage activity was witnessed due
to attractive borrowing rates and other promotional discounts.

The abrupt disruption to the real estate market in
2020 was a reaction to the impact of COVID-19,
and not a fundamental downturn in the real
estate market. There were inevitable impacts
on economic growth, tourism, high-street retail
spends, and there were accelerating trends of
flexible working, growth in online retail and
increased demand for logistics space to improve
supply chain.

The upfront deposits required to buy a residential
property was reduced as individuals now have an
additional 5% borrowing ability as part of the relaxed
LTV laws. The Abu Dhabi government also waived off
(for the entire year) real estate registration fee of 2%.
As a result of these measures, transaction activity
increased. Individuals who were renting found it
more affordable and lucrative to purchase their own
property. A continued softening in asset pricing and
completion of new projects in the last few months
have offered a value proposition to end-users to
upgrade their current real estate to better quality
stock. However, the residential market witnessed a
slowdown in demand from international investors
due to restrictions in travel.

The strong fundamentals of the local economy
including foreign currency reserves of more
than AED 405 Bn as well as monetary measures
introduced by the Central Bank has helped to
overcome a prolonged economic slowdown caused
by the pandemic. Most of the companies across
the UAE have been successful in implementing
remote working options for the majority of their
staff, thereby ensuring business continuity and
sustained economic momentum.

At a corporate level, key decisions relating to fresh
office space requirements were delayed or postponed,
which in turn increased the number of activities in
lease renewals.
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A steady increase in demand for high-end
villas and townhouses.

RESIDENTIAL

The residential real estate sector in the capital had
entered 2020 on a positive note. The city had witnessed
various positive developments throughout 2019. The
most significant among these was the opening up of the
market to foreign investors, allowing them to buy property
and land within 15 designated zones. Developers utilised
this policy to further incentivise buyers with attractive
payment plans, discounts and innovative schemes such
as rent-to-own. This led to stable transaction activity
throughout 2019 and during Q1 2020.

Despite the relative improvement in transaction activity
in H2 2020, the general market sentiments remained
subdued. The anticipated increase in residential
investments from foreign nationals also did not fully
materialise as market activity continued to be dominated
by local Emirati population.
During 2020, a steady increase in demand for high-end
villas and townhouses was observed. It emerged as the
most preferred segment during 2020; a trend which
was visible in other emirates as well. The need for more
outdoor living space and increased affordability due to
higher LTV ratios and historic low interest rates were the
primary drivers for this trend. Instances of tenants moving
from larger apartment units to townhouses were also
recorded during the year.

However, the drag in oil economy and therefore on
investments as well as necessary lockdown measures,
severely impacted transaction activity during Q2 2020,
which started to gradually recover from Q3 onwards.

Demand was mostly observed for projects on Saadiyat and
Yas Islands. Both these locations have recently witnessed
handover of projects such as Mamsha (461 units), Jawaher
(83 units) and Yas Acres (652 units) among others. These
two locations are also likely to witness healthy supply
addition throughout 2021 as projects such as Water’s Edge
(1,626 units) and Lea (238 units) on Yas Island and Reserve
(223 units) on Saadiyat Island are likely to be handed over
in 2021. A few of the other key projects which are likely
to be handed over in the next twelve months include Al
Reeman (1,012 units) at Al Shamka, Reflection (192 units)
on Reem Island and Alghadeer (707 units) on Seih Sdeirah.

However, there are a few projects such as Yas Acres and
Mamsha where prices have held steady or marginally
increased due to strong transaction activity in 2020.
Similarly, leasing activity remained stable across the
city, however, bulk of the enquiry levels were observed
from tenants moving around to save cost. As a result, the
addition of new supply has resulted in rental value declines
across most sub-markets.
Going forward, demand is likely to be concentrated across
projects which offer professional third party property
management. An increasing number of companies are also
moving away from providing staff accommodation and
replacing it with housing allowance. This may lead to spike
in demand for mid to high-end projects.

Though activity levels have gradually picked up, the
supply overhang across most micro-markets continues to
negatively impact pricing across the city.
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65,000
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Al Reef

2 Bedroom

55,000

-15.4

Al Raha Beach

2 Bedroom

100,000

-16.7

Saadiyat Island

2 Bedroom

95,000

-9.5

Al Reem Island

2 Bedroom

85,000

-22.7
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Government related entities, which had their budgets approved,
were the major occupiers of space in 2020.

OFFICE

It is observed that government entities generally expand
their presence in times of crisis. This was observed in Abu
Dhabi as well. Government related entities, which had their
budgets approved, were the major occupiers of space in 2020.
Consolidation of legacy offices for operational efficiencies and
expansion of certain departments to address the challenges
posed by the pandemic was observed. This led to an overall
absorption of close to a 60,000 sq. ft. of space by government
entities during 2020.
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The occupier profile of the city still continues to be dominated
by companies from the oil & gas sector and government entities.
Oil & gas related companies tend to react quickly with headcount
and office space redundancies on the back of any negative news
surrounding the sector. A drop in demand and price of Brent
crude oil in 2020 and a relatively bleak outlook for the sector for
the next 12 to 18 months resulted in a very challenging year for
the office market in Abu Dhabi. Vacancy levels increased across
office developments and micro-markets. Overall vacancy levels
increased across most grade A projects in the emirate while
vacancy levels across Grade B projects surpassed those of Grade
A developments by the end of the year.
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Despite the stagnant demand levels, supply addition continued
to remain stable across the emirate. Close to 600,000 sq. ft. of
new supply was added across locations such as Khalifa City, Al
Wadah, Al Khalidiya and Al Raha Beach among others. Most of
these projects were small to medium sized grade B developments
offering 50,000 sq. ft. to 200,000 sq. ft. of office space. City Gate
Towers was the notable exception, being the only international
Grade A building completed in the period.
The existing vacancy levels and addition of new supply had a
negative impact on asset pricing across the emirate.
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In terms of geographic spread of demand, consolidation
activity from oil and gas companies and ancillary industries was
witnessed across the corniche in the CBD and elsewhere on
Abu Dhabi Island. We also saw increased leasing activity from
technology companies especially related to cyber security and
from those entities related to other sectors such as food security.
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The shift towards grade A developments
continued in 2020.

INDUSTRIAL

Various initiatives implemented by the Abu Dhabi
Government over the past few years to promote the role
of industries in the emirate’s economy have had a positive
impact. In a recent report on world competitiveness,
the emirate of Abu Dhabi has been ranked 9th globally
and 2nd regionally in economic performance and 12th for
government efficiency. It has stepped up its efforts to
support the local economy in 2020 as well. Taking into
account the sharp drop in economic activity and trade,
the federal government reduced the industrial land
leasing fees by 25% for new contracts. It has also waived
off industrial and commercial penalties, while waiving
AED 246 million worth of penalties for economic license
violations for close to 72,200 companies.
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These positive measures have led to stable demand for
industrial space in the city. Various small-to-medium sized
deal closures were observed from Third Party Logistics
(3PL) providers and manufacturing sector companies.
There have also been instances of companies from other
emirates relocating their operations to Abu Dhabi due
to the availability of good quality stock and attractive
incentives offered by authorities such as KIZAD and ICAD.
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In terms of demand, the shift towards grade A
developments continued in 2020. Companies from the oil
and gas sector, e-commerce and also data centre operators
were the active occupiers of space. Demand from small
and medium enterprises (SMEs) engineering firms and
trading companies were also observed. The federal
government’s emphasis on creating an ecosystem aimed
at food security further drove demand for good quality
warehouses. Emerging sectors such as tech and AI were
also active with companies such as G42 leasing space at
Masdar.
In a strategic move, Corporation for Specialized Economic
Zones (ZonesCorp) has been merged with Abu Dhabi
Ports. The strategic alignment will further streamline the
industrial and warehousing activity in the emirates and
lead to efficiency and cost savings for clients through
economies of scale.
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The residential sector in Dubai has performed relatively well despite
the lockdown measures and economic hardships.

RESIDENTIAL
The residential sector in Dubai has performed relatively
well despite the lockdown measures and economic
hardships brought about by COVID-19 pandemic. Close
to 32,900 units were transacted across the city – a drop of
15% y-o-y compared to 2019. It is however, important to
note that demand for residential units was on an upward
trajectory before the pandemic. In 2019, transaction
activity increased by 25% y-o-y as investor and end-user
confidence improved on account of various proactive
government measures to spur economic growth.
Transaction activity remained buoyant in Q1 2020 as close
to 9,600 units were absorbed, an increase of 14% y-o-y.
As per our previous estimate, this growth momentum

was likely to have sustained throughout the year due to
the completion of key infrastructure projects and general
optimism owing to the proposed EXPO 2020 which was
due to commence in October. However, transaction
activity dropped by 40% y-o-y in Q2 2020 followed by a
gradual recovery in H2 2020.
A key trend that has emerged during 2020 is that the
demand for ready units has outstripped off plan sales
for the first time in four years. The bulk of this demand
was observed for villa and townhouse developments as
we witnessed a shift in occupancy patterns away from
apartment living. An anecdotal increase in the number of
first time home buyers due to attractive lending rates and

CAPITAL VALUE TREND

increased LTV ratios also helped to spur demand as most
of these buyers preferred completed units over under
construction projects. Overall, transactions for ready
townhouses and villas increased by 32% y-o-y in 2020.
Demand for ready units across villa / townhouse
developments was strong across Dubai Hills Estate,
Mudon, Arabian Ranches, The Springs, Al Furjan and
Damac Hills while ready apartments were preferred across
Dubai Marina, Business Bay, Jumeirah Village Circle,
Serena – Dubai Properties, Downtown Dubai and Town
Square.

Despite relatively stable demand levels, capital values
across apartments and villas were down by an average
8% - 10% y-o-y. There were however, a few townhouse and
villa submarkets where values were relatively stable on a
y-o-y basis while there were a select few projects / submarkets where values have marginally increased in 2020.
A large number of project completions over the last few
years and the handover of an additional 39,000 units in
2020 were among the primary reasons for the general
drop in prices on an annual basis. Project handovers
during the year were active across Jumeirah Village Circle
(5,200 units), Business Bay (2,700 units) Town Square
(2,700 units), Akoya Oxygen (2,400 units), Dubai Hills
Estate (2,200 units) and Al Furjan (1,900 units).

On the other hand, off plan sales for apartments were
buoyant across Jumeirah Village Circle, Business Bay,
Downtown Dubai, Dubai Creek Harbour and Sobha
Hartland. Amongst villa / townhouse projects, activity
was upbeat across the recently relaunched Tilal Al Ghaf,
Emaar South, Arabian Ranches Phase 3 and Villanova.
Demand for high-end and luxury units was particularly
upbeat over the last 12 months. Various high ticket

2,000

transactions (properties above AED 20 mn and above)
across established locations such as The Palm Jumeirah,
Downtown Dubai, MBR City and Emirates Hills were
recorded, especially during H2 2020; the value of such
transactions was estimated at AED 2.9 Bn.
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Downtown Dubai

1 Bedroom

68,000

-9

Business Bay

2 Bedroom

75,000

-11

Jumeirah Lake Towers

2 Bedroom

85,000

-17

Dubai Marina

2 Bedroom

110,000

-13

The Greens

3 Bedroom

95,000

-17
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Landlords have been accommodative to the
changing market dynamics.

The demand for office real estate in Dubai remained polarised
during 2020. On one end, we witnessed existing multinationals
negotiating better lease terms with their landlords, we also
observed a select few companies relocating and downsizing to cut
costs. But a uniform trend that was observed across all companies
was evaluation of their medium to long term office space
requirements in the wake of increased flexi-working, including an
extended work from home arrangement.
Landlords, on the other hand, have been accommodative to the
changing market dynamics and have been working closely with
tenants to help them through the challenging period. As most
companies were operating at reduced capacity, landlords were
seen to offer rental rebates and postpone rental collections
to support companies with the much-needed cash flow. Their
strategy remained focussed on securing and sustaining longerterm lease agreements. Despite the increased flexibility on part
of the landlords, vacancy levels crept up across micro-markets
especially in poor quality developments.
New enquiry levels dropped during the first half of the year
only to gradually recover by H2 2020. There was an increase in
enquiries from tech companies based in the USA and also China.
Demand from companies in the life science domain also increased
as the UAE government pushes to develop a favourable ecosystem
for the sector in the country.
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In terms of rates, quoted rental values in the city continue to
remain largely stable, however, transaction closures have been
recorded at discounts which were more than 2019. An increasing
number of companies have either downsized their space or
are evaluating to reduce their current footprint in the same
development by offering employees flexible working options.
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Demand and occupancy levels across the warehousing sector remained
stable with a marginal increase across select sub-markets

Demand and occupancy levels across the warehousing sector in Dubai remained
stable with a marginal increase across select sub-markets. Demand was particularly
strong across the key free zone micro-markets of the city. Space take-up was led by
e-commerce, e-pharma and e-grocery businesses. Closely followed by the 3PL sector,
that were capitalising on the continued growth of online retail, increasing demand for
Personal Protective Equipment (PPE) kits and initiatives to firm up food security, all of
which were accelerated by the pandemic. Companies from the healthcare sector were
among the other key drivers of demand. Healthcare remains a vital economic sector
and has seen accelerated activity levels in the wake of the pandemic. Companies from
the sector were seen taking up warehousing space and industrial land for built-to-suit
projects especially across the Dubai Science Park.
The majority of landlords reported their tenants to be busy, with freight movements
across logistics parks being upbeat. Occupancy levels remained largely stable and, in a
few cases, it has marginally improved as companies have taken up additional short-term
spaces. We have also seen an increased take-up for land plots from existing occupiers
seeking expansion of their current facilities. Demand from regional investment funds
and family offices as well as high net worth investors for acquiring industrial and
warehousing assets increased during the year as the asset class outperformed other
real estate assets in the city. During the year, there were a number of investment
transactions across cold storage and temperature controlled warehouses with
pharmaceutical companies as tenants.
Unlike the office sector, there were limited, or negligible rental rebates or reductions
being offered to tenants across the warehousing sector. Most of the incentives have
been in the form of rent deferrals to help clients manage their cash flows. There has also
been an increase in flexibility towards rental payments with landlords open to accepting
bi-monthly or quarterly payments.
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Rental values have remained largely stable compared to 2019, with a few micro-markets
recording a marginal increase for grade A stock. A number of occupiers required
additional space to hold more inventory due to stretched supply chain and growth
in e-commerce which included grocery and pharmaceuticals sales. Further a number
of new businesses were established in the manufacturing sector to meet increase in
domestic demand for Personal Protective Equipment (PPE) kits and laboratories.
In terms of supply, there was a significant Grade A addition, through the handover of
an e-fulfilment centre in Dubai South’s EZDubai zone to Noon.com during Q4 2020.
Additionally, Dubai South are likely to hand over a 88,500 sq. ft. facility in Q1 2021.
Across other free zone micro-markets, there were several independent speculative
developments in JAFZA spanning approximately 60,000 to 200,000 sq. ft. completed
during H2 2020 and DAFZA are on course to hand over phase 1 of CommerCity in Q1
2021. In key onshore locations such as DIP a 200,000 sq. ft. logistics development was
handed over in Q4 2020, while a facility close to 250,000 sq. ft. is due to complete in
NIP by end of Q1 2021.
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Growing interest and activity in emerging locations of Sharjah, also
known as New Sharjah, have remained strong in 2020.

RESIDENTIAL

It was a challenging year for the residential real estate
sector in Sharjah. The COVID-19 pandemic severely
impacted transaction activity and asset pricing. According
to the Sharjah Real Estate Registration Department
(SRERD), the value of real estate sales transactions for
Q1 2020 dropped by almost 31% when compared to the
same period last year, with residential sale transactions
accounting for 70% of total transactions.

One-bedroom apartments continued to be the most
sought-after unit type, however the high supply of units
across the market has led to greater price compression,
particularly in the low-end market segment. Across Al
Sharq, rental values for a 1 bed apartment declined by 24%
y-o-y, while rentals across prime residential areas such as
Al Majaz declined by an average -9% y-o-y across different
configurations.

During the first half of the year, the pandemic has pushed
developers to focus on delivering and handing over
existing projects. As market activity started to gradually
recover from Q3 2020 onwards, projects that were nearing
completion benefitted from the improved investment
activity. Developers such as Arada recorded a 35% y-o-y
increase in their total sales value to reach AED 1.75 bn in
2020, partly benefitting from the handover of 500 units
within phase 4 and 5 of Nasma Residences.

Growing interest and activity in emerging locations of
Sharjah, also known as New Sharjah, have remained strong
in 2020, particularly around Muwailah and University
City areas, where inquiry levels remained consistently
high throughout 2020 when compared to other areas. The
increased supply of new premium and gated communities,
less traffic, abundance of schools, retail and amenities, as
well as ease of access to neighbouring emirates are some of
the factors contributing to the popularity of New Sharjah.

Additionally, broader supply in the emirate also
remained healthy in 2020, with a number of new
launches. Prominent among these include Nada
Residences on Maryam Island (74 units) by Eagle Hills,
Yasmeen neighbourhood (200 villas, townhouses and
garden homes) in Al Zahia by Sharjah Holding, and the
announcement of Sharjah’s first branded residences,
Vida Residences Aljada (over 250 apartments), by Emaar
Hospitality & Arada.

As per the Savills Sharjah Occupancy Index, occupancy
levels across Sharjah dropped from 88.7% in December
2019 to an 84% in December 2020. However, occupancy
levels across prime units remained stable throughout
the year, ranging between 90-95%. According to a recent
survey conducted by Savills of tenants that cancelled
their existing rental contracts in 2020, close to 38% of
respondents stated they were moving from their current
accommodation due to a change in their employment
status (relocation / loss), whilst 16% were planning to leave
the country and 9% needed a bigger space due to more
affordable rents and work from home arrangements.

Overall, as per SRERD data, transaction activity recovered
by Q3 2020 as the total value of real estate transactions
increased by almost 10% y-o-y in Q3 2020, with residential
properties accounting for 74.6% of all transactions.
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Al Majaz District

2 Bedroom

34,700

-9

Al Sharq District

1 Bedroom

18,500

-24

Al Qasimiya District

1 Bedroom

23,600

-18

Al Khan District

2 Bedroom

35,500

-21

University City / Al Muwaileh

2 Bedroom

33,500

-13

For tenants that were relocating within the UAE,
affordability (24%), location (20%) and size of the
property (13%) emerged as the top three most important
factors to consider.

Despite the improvement in transaction activity in H2
2020, the rental market in the emirate continued to
decline. Rental values declined across micro-markets in
2020, albeit at a lower rate than 2019 with notable rental
corrections being observed during the May to July period.
As per the Savills residential rental tracker, an average
rental decline of -14% y-o-y was observed across micro
markets. While rental corrections were observed across
micro-markets, there were a select few locations where
rents dropped more than others and where some rents
remained relatively stable.
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Rents for the most part, amongst the mid-end to
high-end markets stabilised during 2020.

OFFICE
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Occupancy rates and rents continued to
remain under pressure.

INDUSTRIAL

Demand for office space remained limited in Sharjah
during 2020 owing to limited corporate demand, lack
of new market entrants and addition of new supply.
However, following close to three years of downward
pressure, rents for the most part, amongst the mid-end to
high-end markets stabilised during 2020 with only some
marginal declines being witnessed across the city. Recent
lease transactions for office units within prime locations
in Sharjah ranged between AED 48 to AED 62 / sq. ft. /
annum, while secondary locations have seen rental levels
of AED 42 / sq. ft. / annum on average.

The market is currently still at a nascent stage, but we
anticipate the market to evolve as a preferred hub for
corporate offices going forward.
As a nascent market, it continues to offer attractive rental
values which are almost 18% - 20% lower than comparable
properties in Sharjah City and range from AED 26 to AED
36 / sq. ft. / annum. As construction work of projects such
as Sharjah Research Technology and Innovation Park,
Sharjah Media City and Sharjah Healthcare City, as well as
other mixed used projects progress as per plan, landlords
continue to offer attractive incentives to commercial
tenants, with extended rent-free periods and capital
contributions to fit outs.

As highlighted in our last report, demand for both office
and residential developments is gradually shifting towards
new developments across New Sharjah.
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than 2019. Rents for warehouses declined by an average 8%
y-o-y. Average rents for Industrial Areas 2 – 18 currently
range from AED 22 – 28 / sq. ft. / annum, whilst in Al Saja’a
they range from AED 16 – 20 / sq. ft. / annum.

The industrial sector in Sharjah, which remains one of
the largest in the country, had a difficult 2020. Occupancy
rates and rents continued to remain under pressure. As
per Savills estimates, at the end of 2020, the average
occupancy level across the emirate was approximately
76% down from 80% in 2019; with occupancy levels being
higher across city industrial areas compared to areas such
as Al Saja’a.

Sharjah Industrial Area 18 is one of the newest industrial
areas in the emirate and although occupancy rates are low,
it is expected to become more popular in the medium to
long term. The decentralisation of industrial and retail
activities from the established industrial areas to emerging
areas such as Sharjah Industrial Area 18 is likely to drive
demand for good quality stock going forward.

As the emirate continues to remain the preferred hub
for industrial activity, especially for SME companies,
investments into infrastructure and new projects within
the industrial areas continue to grow.
During 2020, industrial rents, most notably for
warehousing, continued to decline, albeit at a slower rate
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OUTLOOK
The completion of ongoing infrastructure projects along with various supportive measures
which were launched by the Government in 2020 to revive the economy will have a positive
impact on the real estate market going forward.

Across office projects, challenges surrounding supply and demand mismatch may continue
to influence asset pricing over the next twelve months. Demand drivers are likely to remain
divergent across the emirates. Companies from the non-oil sector are likely to drive demand
for office space in Dubai, while Abu Dhabi may witness steady demand from government
related entities and also tech related companies. The market may also benefit from any
projected improvement in oil prices.

Across warehousing projects, demand is likely to be driven by
companies from the e-commerce and retail sector. It is anticipated
that companies will capitalise on the subdued rental sentiments
and enter into long term partnerships with developers for their
regional distribution centres. Concepts such as vertical farming,
cloud kitchens and investments into life science R&D, are expected
to create demand for built to suit developments.
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