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Top Five
Vacant Retall Hubs

WHICH RETAIL DESTINATIONS HAVE
THE MOST VACANCIES?

The economic slowdown and the unstable security
and political environment obviously affect the retail
real estate market. There has never been as many
empty retail units across Beirut as there are today.
“For Rent” signs dot the windows of the city’s main
shopping streets. Certamn stores have been vacant

for years. Rental val € oo high compared (o

nt could hope to

rop their

in fine with

market reality. They do not realize thal it is better —
and more financially logical — lo be salished with a

smaller income than no income at atl!
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Top Five
Vacant Retail Hubs

WHICH RETAIL DESTINATIONS HAVE
THE MOST VACANCIES?

BCD

Lhe largest retail neighborhood of Beirut is also the most affected by the poor market condi-
tions. Over the past few years, Beirut Central District has seen more and more retailers close
shop, pack up; and leave. Very few units have found replacement fenants. Some streels are com-
pletely empty. The most badly affected areas are around Nijmeh Square, which is looking sadly
empty after years of viorant activity. Streets like Toubia Aoun, Maarad, or Omari Mosgue are
equally'deserted. It is difficult to place a value on certain streets that are currently not attracting
any tenants-al all!

GEMMAYZE

I he overwhelming & tidal wave that hit the area started between 2003 and 2004. Restaurants
and pubs mushrocmed over the next seven o eight years, skyrocketing rental values, which in
creased three to four folds within a few years. Then appeared cheaper and [rendier Mar Mikhael
— &B operators moved there and customers followed. Gowraud Streer has been steadily empty-
ing since. Rental values were divided by two over the past few. years.

MONNOT

The exodus of pubs and restaurants away from Monnot is not recent, It began with the boom of
Gemmayze aboul a decade ago. Since then, Monnot's popularity has been waning, F&B operators
have totally lost interest in the area and the street has been slow in finding new momentum.:
Prices are still refatively high at USD 250-300 per SOM per year.

HAMRA STREET

This regionally renowned commercial streel is one of Beirut's major shopping arteries, The cen-
tral stretch between Costa Cafe and Roadster Diner is the most dynamic, attracting the heaviest
pedestrian flux and full occupancy. The two extremities have not been able to attract commer
cial drivers to generate heavy pedestrian flow. There are thus about a dozen vacant shops.
Rental values at both ends of Hamra should be 30-40% cheaper than the middie of Hamra

VERDUN STREET

Still a very popular commercial destination, Verdun Street attracts many franchise brand names.
Vacancies are rare an street level. However, shopping gallenies. that were popular. iny the early
and mid 2000’s are no longer adapted to modern demand. Shops on basement or upper floor
levels with na visibility from the street must offer sizeable discounts to attract potential ten-
ants. They will be'even more affected when ABC Verdun is launched in 2017



From derelict no man’s land to the up and coming high-tech hub of Beirul and - ils creators hope -
of the region, Bachoura has made a formidable transformation! A public-private parinership
between a development company (ZRE), an incubator (Berytech), and the Ministry of
Telecommunications is behind this achievement. Each member of the trio has pitched in with its
special expertise — ZRE developing the concept and overseeing ils construction, Berytech attracting
IT startups, and the Ministry providing broadband internict and telephone infrastructure at
preferential rates.

Since its launching in September 2012 with a nine-floor building, Beirut Digital District (BDD)
currently has renovated three buildings and two more should be upcoming in 2014 and 2015, which
offer approximately 7,500 SQM of office space and about 1,500 SQM of retail space. An additional
6,000 SQM are yet to come by 2017.

PROJECTING THE FUTURE

Like the industry it houses, BDD is a forward-looking project. It facilitates the development
and growrh of the IT industry by offering It a cohesive, well planned environment that pro-
motes networking among different plavers In the industry. There are five development
phases for BDD planned until 2023, The completed project is envisioned to include office:
and retall space; as well as a hospitality companent to accommodate short=term wsitors
hosted by the companies located on the site.

INNOVATIVE CONCEPT

BDD'is an innovative development venture that will modify the urban image of the area. Turn-
ing around Bachoeura, which had slept on the margins of development ever since the end of
the Civil War, bordered by disreputable Khandak el Ghamik and noisy Ring Road, was indeed
a gamble. The concept rests on a fool-proaf offer: good quality preduck at'very competitive
prices in a centrdl 1ocation. BBD offers impeccable, modular, 6fficé space, high-speed fiber-
oprics internet, shared facilities (meeting rooms. lounge areas, cafeteria, etc.), conferencing
facllities, excellent amenities. and plenty of parking spaces. Office spaces are flexible and can
range from 50 to 1,500 SOM, depending on specific tenant needs, Located just across the
strest from Beirur Central District (BCD), Bachoura is a central focation that is very easy o
access from different parts of the capital thanks ta.asurrounding network of highways:
This specialized business hub offers office spaces interspersed with public passages, gardens,
and green spaces. The develapment has managed to attrack a number of IT and media com-
panigs from across the street in the prime office hub of BCD. The developer was thus
spurred [o.acquire a mosaic of aboul two dozen plots of land, sprawling across three blocks
between Bechara el Khoury Aventie and St. Georges Chureh,
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TARGET TENANTS

BDD caters to a very specific niche clientele. It was planned as a regional IT hub. offering

state-of-the-arts infrastructure and a support network specifically for the sector. The project

has thu*a attracted |T companies and agencies active i related helds, such as advertising,

c. The BDD hub has currently attracted about 40 tenants, of which 29 are

BDD Im; ._.Iar' managed to attract some large. intérnational brand names, such as in-
m[ giants Huawei and Touch, as well as renewned local media agency. Cleartag

Within less than twa years, BDD has managed to create an active hub that employs about

750 people.

WINNING COMBINATION

BDD combines good quality products with attractive prices. Probably the single most impor-
tant element that secured the project’s success has been its pricing egy. AL IS launching,
office spaces were being offered at around USD 200 per SOM per year. Tndaw the BDD official
website posts asking rental values of U D 215 per SOM per vear. At these rates, BDD is highly
competitive vis-a-vis neighboring BCD, where prices of the old renovated s rP starts at no
less than USD 250 per SOM per year, Furthermore, rental values do not increase by foor
levels, so that the upper floors are not penalized. Only one unit is offerec for sale at an asking
sales price of USD 3.700 per SOM. This is about 60% ¢ age sales price of USD 6.500
per SOM posted in BCD. BDD has another advantage over L:f.LJ_ It does not get cut off to traf-
fic every time there is a demaonstration or pafhamen tary meeting and does not have the same
stringent securiry constrainrs.




Clentenceau is a renownted residential address midway between Hamra and Beirut Central District
(BCD). Despite being so centrally located, i is a rather shielded vesidential reighborhood, easy to
aceess b that siill offers guiei and privacy. Amidst a pleasant urban setting: Clemencean has somie
palaces (Daowk, Jounblat, Ghandour) and a number of private gardens. The area is divided into
three muain distinci geographical zowes, Each presents slightly different characteristics and thus
different values.

Omar Daouk Street
This is the areas most prestigious street. It is lined by large plots of land, on which it is possible to build
high-rise towers. The street thus offers gvad development opportunities for large projects, offering resi-
dential units measuring 350 SQM or more. All the buildings recently developed along Omar Daouk
Street offer large landscaped gardens, beautiful entrances and sumptuous lobbies. The plots are large
iRt enough to allow wide setbacks, giving dpartments privacy and unobstructed views.
The land value on Omar Daouk Street is between USD 2,250-2,500 per BUA.

Jotimblat
Palace . Daouk
@ : Palace
Ghandonr

Palace
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Clemenceau Street

This is the main axis of traffic out of Hamra and Ras Beirut, giving the area its name. However, Clem-
Gl ertceau Street is often congested and can be quite noisy. Because of the regular traffic flux, however, plots
H| =Rl along the streel offer interesting mixed-use development options, with residential units on the upper floors
and retail space on street level. Although there is lintited demand for retail space on Clemencean Street,
retail units are still lucrative to developers, as they are less costly to build than residential units and can be
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Jotmblay
s sold for a higher unit price. The western end of the street offers interesting commercial potential, as the
> & @ wciianei presence of Clemenceau Medical Center can attract clinies or office buildings.
& L The land value on Clemenceau Street is between USD 2,000-2,250 per BUA.
oo Inner Clemenceau
Feutipal ib LS Conter P ‘Three main streets make up the heart of the Clemenceau neighborhood: May Ziade, America, and

® ) Mexico. Along these main axes of traffic; available plots of land offer excfunvely residential potential. The

Aichel Chila Sireet T Clilie Streel streels are relatively quiet and secluded [rom the hussle and bussle of the main traffic arteries. They have
very limited, local car and pedestrian traffic, restricting their commercial potential. Plots in these inner

roads are ideal for building small apartments varying between 175-250 SQM..

The land value in inner Clemenceau is between USD 1,750-2,000 per BUA.



The Transformation
of Ras el Nabeh

Ras el Nabeh at a Glance

Average apartment size 207 SQM
Average number of Hoors by project 11.5
Average asking selling price (1st floor)
USD 2,887 per SQM

Average price increase per floor

USD 63 per SGM

SOURCE: RAMCC SARL - JUNE

The area of Ras el Nabeh s a near perfect
right triangle delimitated by three major high-
ways: - Abdallah Yah (formerly called Fouad ),
Bechara el Khoury, and Damascus. Ras el
Nabeh s a ceniral residential neighborhood
that s located almost midway between west-
ern and eastern Berrut.

The narthernmost tip of the lriangle is less
than 350 meters from the southern border of
BCD, making it a very short walk from the
trendiest, most prestigious, and best plannea
urban environment in the capital.

IThanks lo the surrounding (raffic oxes, Ras el
Nabeh s easy (o access, while its inner streets
are quiet, msulated from the surrounding traf-
fic —and its naise: This island-like quality has
confirmed Ras el Nabel as one of the city's
most sought-after residential nelghtorhoods.
Smce 2005, the area has been undergomg o
surge of activity —construction siteés are count-
ed by the dozens. Sales ratios seem Lo indicate
that the area’s popularity is likely to enc ]
the face of the current general stag




°h overlooks

beautiful
L southern

qu;ea: stncrly resi __en al streets and mostly
brand new buildings of good construction
quality.

Because it has slightly more obstructed views.,
prices drop to around USD 3,000 per SOM.
Apartment sizes vary between 200-250 SOM,
targeting budgets starting at USD 600,000.




BCD
Special

Total number of plots

Number of hotels

Number of office buildings |

Abandoned buildings

Projects under construction (all residential) =

Completed projects (all residential) &

AHMAD CHAOUKI
STREET

Empty plots /

SOURCE: RAMCD SAR|

In its haydey, Ahmad Chaouki Street, which
turns into the Avenue des Francais at its eastern
end, was reminiscent of the Promenade des An-
rlais on the French Rivi in Nice, It has since

n renamed (Ahmed Chaougqi Street). This
wide avenue, one of the widest in Beirut Central
District, used to lounge the Mediterranean back
in the 1960s and was a favorite haunt of the idle

strollers, poing around the St. Geo
o« L

Sivice the landfill of the former Normandy - re-
named Beirut Waterfront District, the :
no longer has a : Ja

some of the tall to dotting its length do
have views of the Mediterranean. The area
surrounding Ahmad Chaouki Stree
mixed landscape that includes two hotels,
Menroe and the Grand Hyatt (temporarily on

hold), several residential towers,

RESIDENTIAL VOCATION

Three residential projects are currently taking
place on Ahmad Chaouki Street. Two of them are
mega-developments that will change the skyline
of Beirut (Beirut Terraces and Venus Towers).
The total upcoming supply is of 120,573 SOM of
residential space, divided into 284 units averag-
ing about 424 SOM each.

This stock comes to complement an existing resi-
dential supply: The Platinum Tower, Beirut
Tower, Bay Tower, Eden Gardens are large land-
mark projects that helped reshape the residential
supply of BCD.

Although they are not directly on the seafront,
some of these projects enjoy open sea views
from the upper levels. The large plots of land
also ensure that towers have sufficient setbacks
to provide pleasant open spaces for good natural
light and ventilation.

NEW POTENTIAL?

In Solidere’s original Master Plan, the area
around Ahmad Chaouki Street was designated
as a hospitality sector. It was then converted
into a residential neighborhood. However, al-
though all the projects currently taking place
there are strictly residential, two plots are yet to
be developed. Given the current poor perfor-
mance of the residential sector and the massive
supply that will be soon entering the market, it
might be a smart strategy to reallocate the
usage of these remaining plots.

The neighborhood around Ahmad Chaouki
Street is close enough to highly renowned office
landmarks to potentially attract office develop-
ments. Starco and New Starco are halfway
down the block, while perpendicular Park
Avenue leads o the likes of Berytus Parks, Audi
Plaza, Stratum, and the M1 Building. An office
supply on Ahmad Chaouki will provide added
momentum to the neighborhood and will help
interweave the flow of traffic across the differ-
ent areas of BCD by mingling the type of supply
each area offers.

EMBRYONIC RETAIL STRUCTURE

Apart from Balthus and, more recently, Yabani and
L'Avenue, there are very few prestigious retail
brand names along Ahmad Chaouki Street. There
is a bank and a clothing boutigue. The remaining
stores are empty and up for rent or sale.
However, the neighborhood s still a construction
site and has very limited traffic. The shops are also
too large, eliciting little interest from potential re-
tailers. The street receives rough competition from
nearby Park Avenue and Wafic Sinno Street, which
is wider and a much busier traffic axis that offers
excellent visibility for high-end retail.

With the large supply of additional retail that will
come from the buildings currently under construc-
tion, retail space might be in even greater over-
supply. As it is surrounded by busier main traffic
thoroughfares, such as Omar Daouk Street, the
main passage into Ras Beirut, or Wafic Sinno
Avenue that leads to Zaitunay Bay, Ahmad Chacuki
still needs some time to establish itself as a retail
destination.

OVERPRICED, UNDERVALUED

Residential units start at asking prices of USD
6,500 to USD 7,300 per SOM on the first floor.
After the obligatory discount, this means that sell-
ing prices on Ahmad Chaouki Street revolve
around USD 6,000 per SOM on the frst floor.
These selling prices translate into a rental value
around USD 200 per SMQ per year for a high-end
apartment. Sea view can be obtained at an addi-
tional 30-40%.

Retail space is posted at an asking rental value of
USD 1.000-1,200 per SOM per year. These rates
have attracted very few retailers to an area that is
still in the making with very limited car traffic and
no pedestrian flux, despite being, in our opinion,
about 20-30% lower than what the area could be
achieving.

Ahmad Chaouki Street is therefore currently over-
priced. However, such a wide, flat, and eventually
beautifully landscaped street has the potential to
becoming one of the capital's most prestigious resi-
dential and shopping arteries — but in due time!
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WHAT WE WROTE

In ’Orient le Jour

Established F&B and retail destinations (Hamra, Verdun, Mar Elias, Mar Mikhael,
BCD...) are dwindling because rental values have become too steep (27 March
2014 & 31 May 2014). On the contrary, Badaro, still very attractively priced,
could be turning into the next F&B hub of Beirut (7 March 2014). Despite USD
437 million’s worth of unsold new apartments in 2013 (26 April 2014), the resi-
dential market still looks stable with more than 430 buildings under construc-
tion in Municipal Beirut (12 April 2014), The Real Estate Association of Lebanon
(REAL) expressed appreciation for the constructive economic role of the profes-
sionals of the real estate industry by distributing 12 awards to leading projects
across the country (17 June 2014). The second quarter closed on a slight
growth in the market (21 June 2014) but the industry has much room for im-
provement, including new regulations on official measurements of residential
apartments (17 May 2014).

In The Executive

Our April opinion piece wondered whether the cancellation of Bella Casa on Cor-
niche el Nahr is an isolated case or the first in a chain. In June, we expressed our
concerns about the misleading law on the measurement of residential apart-
ments — and proposed possible solutions.

WHAT WE SAID

The land market of Ashrafieh does not wane, regardless of
the local and regional security situation.”

Charles Malek is the most expensive street of Ashrafieh — Le Com-
merce du Levant, March 2014

“The average price of an apartment in Beirut is currently very
high.”

Real estate sector in Lebanon holding steady - Ekaruna, April-May
2014

“The last three years were sufficient to correct prices down
to their fair market levels. Price increases dre also mare rea-
sonable at between 5-10% per year, compared (o 15-20%
annually between 2007 and 2010."

Real estate indicators post growth - Al Jounhouria, 6 June 2014

‘It cannot be said that real estate brokers play a role in
boosting the real estate sector but the presence of a real
estate association |REAL| helps in regulating the market.”
Real estate indicators post growth — Al Jounthouria, 6 June 2014

"Markel stagnation is partly due to some buyers' expecta-
tions for a drop in prices. However, since prices will not
drop. | expect a return to normality and | advise buyers who
are still hesitating to buy now because time is not on their
side.”

The real estate sector is relatively stable while it awails presidential elec-
tions - Annaitar, 10 June 2014

“There is still a large number of allotted plots of land for sale

and demand is high [...] particularly in Beirut.”
Landlords: buy property before it is too late — Loubnan 24, 10 June 2014

- if:- - www.facebook.com/ramcorealestate

‘3 @ramcorealestate

WHERE WE APPEARED

Raja Makarem. Founder
and Managing Director of
RAMCO - The Real Estate
Advisers, was hosted by
Raed el Khatih's Business
Mag on Future TV

on 2 June 2014.

ﬁ For inquiries, please contact Nadim Makarem at nadim@ramcolb.com



