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 Recent data and press reports have raised concerns over the potential 

build-up of another unsustainable boom in Dubai’s residential property 

market. While the boom likely has further to run, rising housing supply 

should help to take some of the heat out of the market this year. Given 

Dubai’s recent economic history, the authorities will remain keen to 

guard against further sustained rapid price increases. They will likely 

enforce various macro prudential tools. 

 A sudden acceleration in sales in Q4 2013 was largely attributed to an 

abrupt jump in investor sentiment; following Dubai’s that quarter to 

host the Expo 2020 event. Yet investor sentiment was strong for most 

of 2013, thanks to Dubai’s solid ongoing economic recovery. The 

emirate’s Expo win gave investor sentiment a further boost, prompting 

more buyers to enter the real estate market in anticipation of higher 

returns.  

 Price pressures appear to be greatest in the apartment sector. 

Apartment sales prices grew on average by a staggering 60% y/y and 

a whopping 23% q/q in Q4 2013, according to Asteco, a real estate 

services company. (See chart 1.) Villa sales prices grew by a relatively 

modest 35% y/y and 17% q/q, in the final quarter of last year. For 

2013 as a whole, the rise in apartment sales prices outpaced that for 

villas for the first year since the financial crisis.     

 This is of course not the only measure of property prices in Dubai, but 

other data sources provide a similarly robust message. Asteco tracks 

eight major areas in Dubai and covers a broad spectrum of the property 

market - both the high-end housing market and the mid-price market. 

According to the data, mid-price range developments have been 

catching up for the most part of 2013, which is indicative of a 

spreading recovery in the property sector.  

 These types of price rises are almost comparable to the increases seen 

in the previous boom. Of course, part of this involves a rebalancing, or 

recovering, after the steep price falls of 2009-2011; Asteco estimates 

that the average price of a residential unit remains about 21% below 

its 2008 peak. But at the current rate of increase, there seems a 

reasonable chance that the previous peak will be reached over the next 

year. 

 Average sales prices are set to continue to rise this year, but at a 

slower pace, mainly due to a strong rise in new housing supply. (See 

chart 2.) Jones Lang LaSalle, a property consultant, predicts that the 

supply of new residential units will grow by 8% y/y this year, as new 

projects continue to be launched and previously mothballed projects 

are gradually revived. This rate would be the highest growth rate in 
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Chart 3: Dubai land transactions 

(%y/y, 3-month moving average)

 

 
Source: Dubai Land Department  

 
Chart 4: Real estate mortgage loans 
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four years.  

 Major property developer Emaar has launched five new projects, and 

Nakheel has announced sales for land plots in its master 

developments. Dubai Investments, a diversified investment 

conglomerate, is planning to launch projects worth up to AED 3.5 

billion this year: it will be launching phase 3 of its Green Community 

project which will accommodate almost 250 units, 200 or more of 

those will be villas. It will also be re-launching its Mirdiff Hills mixed-

use development project, which is valued at AED 3 billion and is 

expected to include 680 apartments.  

 However, despite a potential moderation in price pressures this year, 

the local authorities are understandably keen to prevent a repeat of the 

instability that beset Dubai’s economy just a few years back. The UAE 

authorities have proposed a number of regulations to help mitigate 

risks to banks’ balance sheets, limit the level of speculation and 

prevent price rises from spiraling out of control.  

 The regulations include new maximum loan-to-value ratios for 

mortgage lending, which have been devised to help limit banks’ 

exposure to the real estate sector and keep speculation in check. The 

Dubai Land Department is also planning to introduce new rules this 

year to control speculation on property that is sold before completion 

(i.e. ‘off-plan’). Meanwhile, the doubling in the land transaction fee 

from 2 to 4% back in October 2013 had an almost immediate effect 

on sales transactions. (See chart 3.)  

 Both current data and anecdotal evidence suggest that – unlike in the 

previous boom – the role of the banking sector in the latest run up in 

prices has been reasonably limited; cash buying has been more 

common. (See chart 4.) Indeed, bank lending overall in the UAE 

remains fairly tepid, at 7% at the end of 2013. The systemic effect to 

the banking sector of fluctuations in property prices should be less 

damaging than during the previous boom-bust cycle. 

 Even so, there are other reasons to mitigate or avoid excessive 

property price volatility. Given the sector’s prominent role in Dubai’s 

development, property market volatility can spur economic instability 

and mal-investment. Moreover, with housing rents making up 39% of 

the CPI basket, the property market can also have a significant bearing 

on inflation – and ultimately Dubai’s international competitiveness. 

Finally, against a backdrop of exuberant property price increases, 

policymakers must allocate time and effort towards controlling them, 

often at the expense of addressing other issues. For these reasons, the 

authorities are likely to maintain a vigilant watch over the property 

market – although this is no guarantee that they will be able to rein in 

speculative activity completely. 

 Whilst the steep rise in sales prices is causing concerns over a repeat 

of another property bubble, some companies, of course, stand to 

benefit from higher property prices. The rise in asset prices has given 

some heavily indebted Dubai government-related entities the 

opportunity to repay their debts early, for example. It has also boosted 

confidence and re-asserted Dubai’s status as the most dynamic 

business hub in the region. Nevertheless, a return to more measured 

rises in property prices will be desirable before long. 
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