JONES LANG ‘I.{.I, ?
LASALLE &) s
Z & g
Real value in a changing world W = ® (\\é =
D 3B S
L <KX - & )
o J uJPRIVATE MONEY < S <
NG ZDEMAND 55 & 3

LLI ZVALUATIONS - N4 =
>§ & () SAFE-HAVEN 59 ° SPENDING ﬁjn 8

(=0 |2WINNERS  urmoven suces

g'_?C;JErem\mrmeuout LLIL SING INC s>
§ < j <§ > ) : Z REDUCED FLOORSPACE RATIOS wad

S RETAIL S = =

f— Mappara REGIONAL
iS4 0zweafS NECESSITY
ZZos-us DUBA]

&L O woreLs g O = 2N | =

Top trends for UAE 320028 o
@i E 2 ti GREEN BUILDINGS OUTPERFORM
=5 =
&L = — (o 4
Real Estate in 2012 gamOg BLL  mewmeeros
85-=3 O=MEGA[ [EE[DES
=& ®» W O> 7]
m@,m 02 <Iajm |_§\.Aﬁ\v«c;uunwnrmu.l<
S0s 00 maLeD =ZisRATIOW =z
Low FEsS - <: ;susLEAsmG(L}J)(DE
Yoo 0nhozgd Fi3 | I3
Sﬂz< I(&?s :Z l'zuul |-§8801TOM|Ncou1 u.&’
= 2
5} 258 =9el ABU DHABI
o © - o7 Wt i > |p= SELECTIVE LENDING
s S TR =l AT o 4 i

JOINED UP SERVICES ZQLUSALES
.(2— [T TOURIST INFRASTRUCTURE 2 ‘:’
s () RECOVER 8¢
8(Dg‘lDREDEVELOPMENTE%sg
i5¢ 1
RENTAL GROWTH EnemRINeRiiss



Outline of Presentation

Regional & Global Influences
D Mega Trends in UAE Real Estate

Implications for Market Sectors (Office, Residential, Retail, Hotels)

Implications for Major Markets (Dubai, Abu Dhabi)
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Global / Regional Challenges

3 major external threats to UAE real estate market in 2012

e Instability / tensions in MENA region
- lran
- Syria

e Euro Debt Crisis

Real GDP Growth (2011 - 2612)
Country 2011 2012
UAE
Middle East
Europe
Asia Pacific
Global

Source: IHS Global Insight
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1: Realism

Real Estate Sector will see more realism in 2012

e |Increased attention to customer requirements — as
markets become more competitive, developers will
target needs of occupiers more closely.

e Financial realism — with more focus on commercial
viability.

e Banks are becoming more selective on lending criteria.

e (Consolidation / rationalisation of projects as
developers seek to prioritise spending.

e Further project cancellations (220 projects already
cancelled by RERA in Dubai) with Abu Dhabi
Government also taking measures to reduce future

supply.

e Emphasis on affordable housing rather than luxury
housing (Emaar’s — Dawahi Development) and similar
focus on mid market by Abu Dhabi developers.

e Emphasis on mid market hotels, not just luxury.

e Increased demand for valuations to assess ftrue
market value / performance.

e Potential improvement resulting from proposed legal /
regulatory reforms (if implemented).
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2: Transactions

Increased activity in Consumer & Private Sectors in 2012

e Consumer market will become more active, with Composition of UAE Real Estate Investment Market
increase in sales of individual units / Vvillas in
established locations:

- Increased confidence that prices have bottomed
in Dubai

- Mortgage finance more readily available
- Cash buyers to remain active

e Private Companies / High Net Worth Individuals will
continue to dominate the market for whole building
investments:

- Preferred deal size of AED 30 — 70 million
- Focused on residential opportunities

Private Buyers

- Interest in both freehold and non freehold

locations

- Back yard investment — with most demand from o
UAE and regional (GCC and other MENA) Institutional Buyers
players

e |Institutional investment will remain limited in 2012 due .
to shortage of suitable investment grade stock. (ICD / % = Expected yields

Brookfields likely to be the exception). S Jones Lana LaSall
ource: Jones Lang Laoalle

JoNEs LANG
LASALLE



3. Management

From master planning to master management — with more emphasis on estate management
in 2012

e Estate (public realm) management will play a greater
role in determining between winners and losers in an
increasingly competitive market in 2012.

e Fragmented ownership presents challenges that need
to be addressed through more strategic estate
management of the common / external areas.

e Service charges for development and ongoing
maintenance of common external areas need to be
included within rent and sale contracts.

e Service charges for (quality) external services will be
value enhancing through achievement of high
occupancy levels and rental premiums.

e Achieving a common level of service delivery between
different assets within the same master development.

e Strategic estate management preserves long term
value and increases life cycle of project.
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4. Sustainability

Long term imperative but not a game changer in 2012

Increased awareness with some progress made in 2011:
- Emirates Energy Star system
- Proposed Waste Tax
- Some owners / developers undertaking sustainability audits
- Plans for Solar Park — to commence generation in 2013
e Not likely to be a major priority in 2012:
- Few new developments / too early to retrofit many buildings
- Reluctance among owners to accept green leases
- Limited regulation to enforce change
e Most initiatives in 2012 are likely to be micro / small scale.
e Abu Dhabi will continue to take the lead:
- Estidama regulations
- Masdar - continuing albeit at a slower pace

e Sustainability initiatives offer potential to reduce operating costs and
thereby improve bottom line performance.

e International evidence that green buildings outperform financially will
ensure sustainability becomes a commercial imperative (but not in 2012).

JOoNES LANG
LASALLE




5: Choice

Supply levels remain significant, resulting in more competition

e Significant levels of new supply scheduled to enter :
office and residential sectors in both Dubai and Abu s T SR

e Dubai retail is the only sector scheduled to see Office (sq m) 803.000 1.100.000
reducing levels of new supply in 2012. ’ L

Government initiatives (Tayseer and Tanmia) that aim Retail (sq m) 162,000 6,000

*
e Increased supply levels in Dubai being supported by Residential {umits) 13,000 23,000 :
to restart work on previously stalled projects. PN

e Continued supply will provide greater choice for IE S (O 2,300 4,500

occupiers / keeping markets competitive.

e Greater mismatch between new supply and Abu Dhabi New Supply
requirements of increasingly selective end users.

e Increased recognition by Government Agencies of the m
need to reduce future supply pipeline. RERA have Office (sq m) 270,000 617,000 )
announced 220 project cancellations in Dubai with Abu o _

Dhabi Government also restricting future supply levels Residential (units) 10,000 28,000 *
from 2013 onwards. Retail (sq m) 132,000 260,000 -
Hotels (rooms) 2,300 2,400 i

Source: Jones Lang LaSalle
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6: Greater variation in performance

Markets within markets in each asset class

e Increased choice and more competitive prices will Real Estate Performance
result in a flight to quality in all sectors.

e (Greater variation in performance between locations
(and even within the same project) as performance
becomes more asset specific in 2012.

o Markets will diverge, with more variation in
performance between winners and losers.

e Prime quality, well managed buildings in established

. . . R . . n
locations will outperform, with continued declines in 8
secondary projects in new / less established locations. a
e Dubai metro to have increased influence on £ e
performance during 2012. 2
| |
2010 2011 2012

Source: Jones Lang LaSalle
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Jones Lang LaSalle’ s — Top Trends for 2012

More Realism

More Transactions

More Management

More Sustainability

More Choice

[
(

More Variation
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Office markets to become more tenant friendly

Average effective office rents will fall in both Dubai and Abu Dhabi in 2012

—
e While asking rents will remain stable in prime e om |
buildings, average rents will fall further in 2012. ( Tenants bene(t;t .fr \
1tions
e Greater divergence between face and effective rents \ markef_f?_& e
as landlords offer more leasing incentives. L =
e Abu Dhabi landlords will become more realistic during
2012, resulting in rents falling more than in Dubai. Market 2011 2012
e Global trend for occupiers to reduce real estate costs Abu Dhabi o o

through Portfolio Optimisation.

Dubai . .

e Dubai and Abu Dhabi to see increased levels of sub-
lease space becoming available on the market.

e Good time to be a tenant as markets become more o o o
competitive. Tenant Favourable Market ~ Neutral Market ~ Landlord Favourable Market
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Residential

Variation in Performance will Characterise Residential Market in 2012

e Rents and prices will increase in some locations,
remain stable in others and fall in others in 2012.

e Villa projects will generally outperform apartments in
Dubai in 2012.

e Increasing variation in performance between buildings
within the same project.

e Variation in performance of units even within the same
buildings.

e Overall differential between good and bad will widen.
Pricing will be driven by increasingly selective tenants
and investors who require residential buildings that
benefit from high quality projects benefitting from
completed infrastructure, transport links, building
management, service charges, along with surrounding
community facilities and amenities.

e Rental growth (where achieved) and yield
compression will be dominated by such assets.

JoNEs LANG
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Retail

Repositioning / Redevelopment of Struggling Retail Centres

Increased competition as markets reach saturation.
e Polarisation of market into winners and losers.
e Under performing centres will need to be repositioned.

e Some older centres will consider redevelopment or
conversion to non-retail uses.

e Limited opportunities for new developments in both
Dubai and Abu Dhabi:

- Small convenience centre’s on infill sites within
established areas.

- F & B/ tourist related projects - in very select
locations.

- Big box / retail warehousing.

JOoNES LANG
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Hotels: A Tale of Two Cities

Dubai market to strengthen while new supply clouds Abu Dhabi’s performance

e After experiencing significant swings in performance 70,000 - Dubai - 300
from 2007 to 2010, performance of the Dubai and Abu 60,000

Dhabi markets diverged in 2011 (with RevPAR growth 50000 |
of 6.4%, in Dubai and -7.2% in Abu Dhabi). 40'000 | - I I

e The same pattern is expected in 2012 with modest 30000 - P10
growth in Dubai, while new supply levels will see 20000 - - 100

- 250

- 200

Room Supply
RevPAR (USD)

performance soften further in Abu Dhabi. | e

10,000 ~
e The continued expansion of Dubai's tourist o | | | | | o
infrastructure and its ‘safe haven’ reputation will 2007 2008 2000 2010 201" 2012F
remain instrumental to its resilience in 2012. — Supply —+—RevPAR
e Increased mid-market product will solidify Dubai’ s 20,000 1 Abu Dhabi 30
position as a maturing market. 16000 | - 250

e Experienced owners will see the value of intensive - 200

Asset Management, driving the bottom line in 2012. 12.000 9

- 150

Room Supply
RevPAR (USD)

e From 2013 onwards, the improvement in Abu Dhabi's 8%

- 100
tourist offering will generate positive performance in £000 -
the hotel sector.

0 - T T T T T -0
2007 2008 2009

2010 2011* 2012F

. Supply RevPAR

* 2011 figures — YT November
Source: Jones Lang LaSalle Hotels
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Market Directions — Abu Dhabi

Prime Rental Clock

Early 2012

N

Note:

* This diagram illustrates where Jones Lang LaSalle estimate each
sector lies within its individual rental cycle at the given period.

Early 2013

—

« Diagram shows position of prime properties within each sector

+ Markets can move around the clock at different speeds and
directions.

+ The diagram is a convenient method of comparing the relative
position of markets in their rental cycle and does not necessarily
reflect investment or development market prospects.

Retail

Rental Growth Rents Rental Growth Rents
Slowing Falling Slowing Falling
Residential
Hotel
Rental Growth Rents Rental Growth Rents Retai
Accelerating Bottoming Out Accelerating Bottoming Out

Source: Jones Lang LaSalle

Hotel

Residential
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Market Directions — Dubal

Prime Rental Clock

Note

+ This diagramillustrates where Jones Lang LaSalle
estimate each sector lies within its individual rental
cycle at the given period.

Early 2012

N

Rents
Falling

+ Diagram shows position of prime properties within
each sector.

+ Markets can move around the clock at different
speeds and directions.

+ The diagram is a convenient method of comparing
the relative position of markets in their rental cycle
and does not necessarily reflect investment or
development market prospects.

Rental Growth
Slowing

Rental Growth
Accelerating

Rents

Hotel
Bottoming Out o

Retail
Source: Jones Lang LaSalle

Early 2013

_—

Rents
Falling

Rental Growth
Slowing

Rental Growth
Accelerating

Rents
Bottoming Out

Residential
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Contacts:

Alan Robertson
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