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The past few years have seen massive amounts of

u u u
development in Dubai, on a grand and extravagant
p p O r u n I I ( ES I n scale. But whilst such developments may seem

impressive, could this area of the United Arab Emir  ates

- be heading for an oversupply situation, and could it
th e M I d d I e s E aSt eventually present investors with a problem?

Dubai is certainly one area of the world where you
can't help but agree that the property market has leen
transformed. This formerly small and desert-surrouted
emirate has been transformed by the arrival of muithational
organisations and businesses, migrant workers, lagg
investments and the tourist trade. It has built upan
impressive array of buildings, leisure facilitiesnd homes.

In fact, you'll find some of the most flamboyant ard
outrageous developments here. The construction oftie
World, a collection of artificial islands-in-the-shpe of a
world map off the coast of Jumeirah, is one impresse
example, but Dubai also lays claim to the world’sallest
building and the world’s biggest waterfront development. In
a sense, its much more than an area that has simplgrown
in size — it's become something of a fantasy land ith the
feats of construction it's encouraged.
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According to Profile Europe (UK) Ltd, Dubai is now
recognised asihaving the fastest-growing population
heresin the world, By'the year 2010, there arexpected
“to'be in the region of five million residents, butthis figure is
dwarfed by the anticipated 15 million tourists peryear.

The Financial Times claimed that Dubai is at the tting
edge of world property, with average property valus rising
by 150% in the past two years alone. In contrast, popertyi
values in the UK have risen by 240% over the coursef 10,
) years. This rising force has been driven by the loeost of -
& i“" properties and the appealing tax- free belneflts ofibying in
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The m 'sed numbers of residents and énticipated
nes sound impressive and, in part, goosne
plalnmg the amount of developmen.t_gamgﬂhn

these expectauoﬁ"” Could prospectlve 'mvestors theft W|th
properties that they subsequently nelther seﬂor rent’)
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Luke Smith, a spokesp
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surrounding Dubai has dbkusiyﬁ‘rea ¢ Th’e-'ﬁum"Bfé)'f
property developments under construction,” he saidBut
he’s currently optimistic that the situation will ke okay.
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“The Financial Times claimed that Dubai is at the
cutting edge of world property, with average property
values rising by 150% in the past two years alone.”

“The fact remains that far less is being
produced than originally promised by
enthusiastic developers, mainly due to a
lack of manpower and materials.”

He went on to justify the developments
by saying, “The Dubai government is
issuing between 1,000 and 1,200 visas
every day — so that's a minimum of
around 500 to 600 properties that need
to be built each day (assuming all visas
are issued to couples).”

Potential investors may be concerned
about whether they’ll be able to sell a
property, if they later decide they no
longer want to risk an investment in
Dubai. But, with the current situation,
experts suggest there's not too much to
worry about regarding selling existing
homes and that Dubai is, in fact, a good
market for resale property.

“With so much Dubai property being
off-plan, there’s a huge demand for resale
properties. Many people are relocating
there to work and cannot wait for off-
plan properties to be completed. For this
reason, Dubai’s resale market is one of
the strongest for an emerging market,”
explains Luke. Likewise, Luke’s keen to
suggest that rental opportunities should
be sound as there's a market among both
employees and tourists.

When the going seems good, it's
not surprising that development can
go overboard on occasions, with more
properties being built than are actually
feasible to sell. Classic cases have been
witnessed in other countries around
the world, especially when markets are
emerging, such as in parts of Spain and
Bulgaria. There’s nothing worse than
being left with stacks of empty properties
or half-finished building sites when the
cash runs out and no one is interested in
buying.

Although that doesn’t seem to be the
case in Dubai just yet — the market is still
relatively buoyant — it is an issue both
developers and buyers should be aware

of for the future. Dubai has grown out

of proportion with its past and at a very
fast pace. It will not be a surprise if the
market for new buildings does become
saturated in the future. It must be
remembered that the success of an area
doesn't just depend on whether it's got
impressive and grand buildings; it has to
be functional for its residents and visiting
tourists on a long-term basis — and if the
roads and other infrastructure don't live
up to this, it could be a problem.

The reality in Dubai is that the roads
and other key infrastructure in the emirate
have not kept up with the building
developments and are lagging behind
in terms of modernity. What's more, a
massive disparity exists in economic terms
when you consider the local population
and the newly arrived expatriate
community and this disparity could cause
problems in the future.

Although companies marketing
properties are keen to promote the
benefits of buying in Dubai, there are
potential problems afoot. At a recent
conference in Dubai, industry officials
are reported to have admitted that the
property market is in danger of becoming
saturated. Gulf News reports that one
developer admitted, off the record, that
construction costs are soaring and are
threatening the delay of many projects.
What's more, he says, in recent months
there have been several cases of partly
finished buildings being sold off and some
developers have even had to buy back
their own stock because they can't afford
to continue with construction. This is
not the widely reported picture, but it is
worrying.

There’s no doubt that Dubai has been
a strong emerging market, but whether it
will have enough strength to maintain its
investment position on a long-term basis
has yet to be seen. If Dubai isn't careful,
its fantasy land could end up being just
that — a dream-like fantasy that failed to
become a long-term reality.

Focus onDUBAI

Farrell's facts

Population:

1.3 million

GDP per capita: $41,700
Interest rate: 1.94%
Inflation: 10.9%
Unemployment: 8.5%

Foreign Direct Investment (US$):
18.64 billion (UAE)

Tourist Trends:
Tourist arrivals: 6.8 million (UAE)

Tourist expenditure (US$):
9.77 billion (UAE)

Daily Exchange Rates: UAE Dirhams per British Pound
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Taxation:

Income tax: nil
Corporation tax: nil
Capital gains tax: nil
Value added tax: nil

Climate:

Dubai is part of the United Arab
Emirates (UAE). Like its near
neighbours it offers a sub-tropical,
arid climate with consistently warm
temperatures typically ranging
from 24 degrees Celsius to highs of
48 degrees Celsius. The evenings
can get cooler, dropping to as low
as 10 degrees Celsius during the
winter. The majority of the rain
falls in the winter months although
it is infrequent and irregular.

Carriers:

Emirates, Virgin, BA, Royal Brunei,
Cathay Pacific, Silver Jet

Direct Routes:

Glasgow, Newcastle, Birmingham,
Gatwick, Heathrow, Luton,
Manchester
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