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Top Five
Most Affordable Retall
Streets of BCD

WHY DO LOW PRICES STILL NOT ATTRACT RETAILERS?

Beirut Central District has some of the widest discrepancies in the
rental values of retail units. While some areas and streets post
among the highest prices on the market, some streels are
extremely affordable, especially given the immaculate urban setting
of BCD. The least frequented streets of BCD post retail rental
values varying between USD 300-500 per SOM per year. Given
the limiled footfall and polential returns these areas generate,
retail rental values should not exceed USD 200-250 per SOM per
year. While some areas have had their ups and downs, others
never caught on with retailers and shoppers, since the launching of
the refurbished BCD. But these side alleys have not recovered from
the slowdown caused by the turbulence which began in 20006. In
our opinion, having a homogenized management in control might
give renewed energy to these areas — following the model created
in Uruguay St. at the Samir Kassir Square.
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WHAT IS THE LOWEST ENTRY TICKET INTO BCD RETAIL?

ABDEL HAMID KARAMI STREET

The street enjoys a heavy traffic Aow. The supply offers great visibility. However, there is

almost no pedestrian traffic and very little by way of parking availabilities. The area is close to
the Parliament and suffers from the security measures undertaken in the surrounding streets.
All of these drawbacks diminish the commercial potential and appeal to prospective retailers.

ARGENTINE-URUGUAY AREA

Even with the launching of the pubs and restaurants of Uruguay Square, the streets to the back
of the Samir Kassir Square did not manage to pick up significantly. The only element driving the
area is the popularity of Uruguay Square, which posts rental values around USD 1,000 per SOM
per year. The southern area around e Patio Boutique Hotel and the mosque remain neglected,
despite a price drop of almost 60% from those of Uruguay Square,

SOUK BAZIRKAN

Serin a very pleasant urban environment, surrounded by renovated heritage buildings, a beauti-
ful old mosgue, and square, Souk Bazirkan has a succession of small shops, offered at very at-
tractive prices. It is also close to the Atrium Building, a known business destination. Despite this
setting, however, the area is occupied almost exclusively by just one restaurant! Following a
brief period of relative prosperity, Souk Bazirkan's popularity has waned, and retailers have not
had the courage to open shop again. The area has been touched by the decline of Omari Street,
which is the entrance leading to Souk Bazirkan,

TOUBIA AOUN STREET

Parallel to the very popular Maarad Street, Toubia Acun Street enjoys an excellent location and
had started to revive around 2003 to 2005, It housed some of the leading brand names in F&B,
such as Crepaway, Memoires de Chine, and Sushi Express. Since the sit-ins of 2007, however,
the area was emptied almost overnight. As the F&B business went elsewhere, the momentum
was difficult to pick up. The proximity of the Parliament and the resulting heavy security mea-
sures have also played a role in deterring the return of retailers.

AZARIEH-MARKAZIEH AREA

The retail units of the southernmost tip of BCD, on the ground floor of Azarieh Center or
around Markazieh, have never truly picked up since the reconstruction of BCD. Even at the
height of BCD, the area performed poorly mainly because southern BCD is completely cut off
from the pedestrian streets of northern BCD, which tend to attract the bulk of visitors and tour

ists. The great success of Maarad Street momentarily flooded the facade of Azarieh. which saw
a surge in occupancy between 2005 and 2006. The inner units have stood empty since the re-
furbishment of Azarieh. The area, however, never recovered from the 2007 sit-ins, which drove
away pedestrian traffic and slowly emptied retail. The supply is made of small units, varying be-
tween 30 and 50 SOM, located in old buildings that have been renovated.
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AREA CHARACTERISTICS

Spears encompasses Spears Street and Salim Boustany Street. As the main exit from Harnra,
Spears Is a one-way street that enjoys a central location, easy access, and tremendous traffic flux.
Spears is also one of the very rare neighborhoods that still offer green spaces, with the neighboring
René Mouawad Garden (aka Sanayeh Garden) and the garden of the Takieddine Solh Palace. It is
home to a number of heritage buildings, several of which have been recently renovated, and a
number of landmark institutions, such as the emblematic Zico House, Union Building. and the
Future TV headguarters.

SHRINKING APARTMENT SIZES

Because developments in Spears are very recent, they follow the latest market trends. About 40%
of nearly 350 apartments currently under construction measure 200 SOM or less, which post take-
up rates between 40% and 80% for apartments smaller than 200 SOM. Two large-scale projects
are currently under construction on Spears Street, offering about 275 apartments and roughly
60,000 SOM of built-up residential area. On average, apartments sizes stand dt around 215 SOM
Only one project offers apartments larger than 215 SOM. This project was originally planning to
build 375 SOM apartments. A few months into marketing, however, the blue prints were changed
and apartment sizes were culb almost by half. Along Salim Boustany Streel, three smaller projects
are currently under way, offering an aggregate built-up area of about 13,500 SOM, Average apart-
ment sizes here draop to about 175 SQM.

TARGET MARKET
Soears caters primarily to young fami
lies with a limited budgel or 1o expa-
triate Lebanese looking For a pied-a-
terre close to BCD.

While demand is mostly generated by
end-users, the relatively small apart-
ments are easy enough to rent and
popular with foreigners, students; or
young professionals because they are
within walking distance from Hamra.

Investors can thus place their prop-
erty on the rental market at attractive
vields. Early buyers who took advan-
tage of launching prices can expect lu-
crative returns.

PRICES

Prices in Spears are almost as high as
areas maost in-demand in Ras Beirul,
such as Hamra, Clemenceau. or Kan-
tarl. They currently stand at between
USD 3,800 and USD 4,500 per SOM
(on the Arst fAoor), translating into
budgets varying between USD
500,000 and USD 900.000.

Residential projects under
construction

Residential projects in the
pipeline

Total BUA

Total residential units (across
6 projects)

Average apartment size (SQM)

Apartments 200 SQM or

smaller
Sales price (USD/SQM)

SOURCE: i?AM
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This Iughly central residential location is in Migh demand because sales prices are still relatively
altractive, Despite @ low explottation ratio (0] 2.5 inna Zone 5 area), which results in a high cost of BUA
(the weight of the cost of land makes a big chunk of the overall cost of construction), prices are kept
reasonable by building middle-market products. Badaro is made up of three main neighborhoods with
varying land prices, due to the specific characteristics and usage of each,

Sami Solh Avenue :

A wide thoroughfare that has a very heavy flow of traffic. Sami Solk Avenue and the surrounding grid
of streets is dominated by commercial demand. The proximity of the Palace of Justice boosts demand
for small offices by independent lawyers and law firms. There are several other governmental and
large institutions (Internal Security Forces, the French Embassy, etc.) that make Sami Solh a very
attractive and convenient commercial location. The avenue’s high visibility also attracts conmmercial
retail on the ground floor level. This high commercial return combined with the limited availability of
empty plots ready Jor development translate into high prices of land.

RAMCO’s estimated land sale values lie at around USD 1,500 per BUA.

Medawar

This is an exclusively residential r:e:gfthor!:uad with very limiited availability of empty plots of land. To
make room fur new buildings, old constructions must be desfmyad and mpfmed The urban setting
however, is extremely pleasant, giving the area a special charm, particularly as this part of Badaro is calm
and still relatively green. Because of the limited visibility due to strictly localized traffic, projects cannot
affer retail units on the ground floor to optimize returns, which pulls land prices slightly down.
RAMCO's estimated land sale values lie at around USD 1,250-1,500 per BUA.

Military Hospital Area

Located at the southern end of Badare, the area around the Military Hospital is strictly residential. A
tier-two anarkel, the area compensates for the high cost of land with low construction costs. There are still
a mumber of empty properties that could be potentially developed. These are mostly large plots, however,
that require a significant investment.

RAMCO’s estimated land sale valyes lie at around USD 1,250 per BUA.
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More than 20 office projects are currently under way -
in Beirut. This is more than the total number of new
office projects that took place across Beirut during
the past decade - with the exception of the
reconstruction surge in BCD in the early 19905. The
office stock in Ras Beirut and Ashrafieh is agingand ...
in dire need of replacement.

e

An office niche is taking shape in neighborhoods

close to hospitals and medical centers: Clinics. Of e ——

the dozen office projects in Municipal Beirut, four -
are located near medical hubs (AUBMC in Hamra

or Hotel Dieu de France in Ashrafieh) - a new
supply that seems to have ready takers.




Focus
Clinics,
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market
drivers

SUPPLY & DEMAND

'his new supply of clinics comes in re
sponse to existing demand. A new wave
of medical practitioners are looking for
new, modern space to locate their exter-
nal ¢linics. They are predominately inter
ested in small sized units

New clinics therefore measure between
59 and 93 SOM (including common areas,
such as stairs, elevators, shafts, etc.). Clin-
ics follow an open space floor plan layout,
giving doctors tne option to modulate the
Space Into a reception area and waiting
room, and one or two examination rooms.
On average, each clinic i1s offered ene un-
derground parking space. Other ameni-
ties, however, include brand new architec-
ture, modern spaces, modular units,
plenty of natural light, wide lobbies, clear
signage, and Z4-hour security

PRICES

Asking prices for clinics are among the high-
gst 1n the office sector, partly because they
are in high demand and because smaller sizes
can afford to list higher asking prices than
larger offices. Prices vary between USD 3,000
and USD 5,600 per SOM. This discrepancy in
prices depends on each project’s location, as
the price reflects the cost of land in each area.
It |s. therefore normal that prices of clinics
around AUBMC In Kas Beirut should be
nigher than those located near Hotel Dieu in
Ashrafieh, as the price of the land in Ras
Beirut exceeds that of Ashrafieh

CLINICS MARKET OVERVIEW

Number of projects offering clinics 4

THE FUTURE OF CLINICS

The excellent sales ratios posted by the
lwo' projects taking place around AUBMC
are proof that the performance of the clin-
ics niche is still strong. A third project offer-
ing clinics could prabably still find takers in
Ras Beirut, thanks to the proximity of an
important medical hub. comprised of
AUMBC, CMC, Najjar, Bekhazi, and Trad
hospitals,

The same should apply to the area around
Hotel Dieu in Ashrafeh, particularly on
Alfred Naccache Avenue. The neighbor-
hoods of St. Georges Orthodox Hospital o
Rizk Hospital, for instance still ‘have nol
seen their share of nearby clinics. The
same Is frue for other hospitals across
Beirul

The market for clinics is far from being
fully satished, and the sector still offers tre-
mendous growth and development poten-
tial. Developers must only keep an eye on
the evolution of the price of land, as this is
the main factor that could potentially
hinder the growth of the clinics sector,

Total volume of clinics under construction (SQM) 19,439
Asking sales price 3,000* - 5,600 (*Core & Shelf)

SOURCE: RAMCO — March 2013
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BEIRUT
WATERFRONT
DISTRICT

JOTAL SIZE

SaM) 730,000
TOTAL ALLOWABLE
DEVELCPMENT (BLIA)
1,700,000

TOTAL GREEN/PUBLIC SPACES
(St 78,000

TOTAL RATIONOF GEEEN
AREA (FARKS, PUBLIC
GARBENS, PUBLIC SPACES)

60%

COST OF LAND: (USD/BUA)

4,000 - 5,000

SOURCE: RAMES — March 2013
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WHAT WE SAID

“The year 2012 underwent a :}ri('r correction. which is a
| basis [0 expect 2013 to perform better, Any stability
In Syria will undoubtedly reflect positively on Lebanese real
estate.”

“Posi-negative” Real Estate Expectations for 2013 - Al Mustagbal, 4
Tanuary 2013

“The slowdown [in the real estate market] is not problematic
and developers have sold 40% of their [ongoing| projects.”

[Raja] Makarem to Annahar - Annahar, 18 January 2013

“Any improvement in the security situation on the local or r
gional level and a dialogue among Lebanese will reflect posi-
tively on the real estate sector and the economy overall.”

Kawalees al Iqaral, February 2013

“|...] There are several sectors and options from which [the
government| could secure incoming funds instead of the
real estate sector, which is going through a very slow period
at the moment.”

Developers’ Uncertainty Causes Prejudice against the Government -
Al Akhbar, 4 March 2013

WHERE WE APPEARED

RAMCO Founder and
Managing Director, Raja
Makarem, appeared on Sunday
41 March 2013 1n an eplsode
on real estate on Tahgig with
Claude Abi Nader-Hindi on
MTV (shot on Friday 18

lanuary 201 3)



