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Top Five 28
Ofﬁce Centers

WHAT ARE BEIRUT ) LANDMARK OFFICE TOWERS?

Some office centers have become landmarks dotting the urban landscape
of Beirut. The best known are Starco, Gefinor, Sofil, Sodeco Square, and
Bor| el Ghazal. These are highly recognizable addresses that everyone
knows and that are usually used to give directions to other, less known
places. Two date back to the 1960's, but are still performing at the same
high occupancy levels as their more recent counterparts. All five office
centers operate at more than 90% occupancy. However, if the office

component is doing extremely well, the retail element of these centers

has lost ground, suffering from the competition of modern shopping
malls and shopping arcades.
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GEFINOR CENTER - CLEMENCEAU

Designed by Swiss architect, Victor Gruen (in whose memory the center's famed restaurant
was named), Gefinor Center has been, since its inauguration in 1969, the main business desti-
nation of Ras Beirut. It also boasts a timeless design that has not gone out of fashion — forty
years later, it is still appealing and modern. Gefinor enjoys an excellent location on the north-
ern limit of Hamra: It is near AUB and AUBMC, two major attraction poles in the area, and
close to the city's central business district of BCD. With about 13,000 SQM of parking spaces
for a total 21,500 SQM of offices, the center offers a key advantage over its competition, re-
flected in its occupancy levels and some of the highest rental values in town, which peak at
USD 400 per SOM pear year. The commercial gallery with fagades on the street performs
well. although the commercial space is dominated by banks and travel agencies. Gefinor, how-
ever, is still plagued by a large portion of old rental contracts.

RAMCO's estimated average office rental value: USD 300-400 per SQM per year

STARCO CENTER - BCD

This is the capital’s first purpose-built business center, inaugurated in 1961 and designed by two an-
other Swiss architects George Addor and Dominique Julliard. Enjoying an excellent central and easily
accessible location, Starco is one of the largest office centers in BCD. It is made up of two blocks and
offers ample parking spaces. Despite its outdated facade that contrasts sharply with the brand new
stock of Minet el Hosn in BCD, Starco operates at almost full occupancy. The center's new owners
have also managed o reduce the ratio of old rentals, so that the center is mostly tenanted under new
lease contracts, at much more interesting returns. The center's only setback is the poor image and
performance of the retail component, contrary to the glitz of neighboring Park and French avenues,
RAMCO’s estimated average office rental value: USD 300-350 per SQM per year

SOFIL CENTER - CHARLES MALEK AVENUE

The main geographical reference on Charles Malek Avenue, Sofil Center is still one of the
most elegant office buildings of Beirut. Extremely well renowned, the center houses a
number of different businesses as well as a niche movie theatre and a collection of well-
Known luxury retall brands, among them design home accessories, |ewelry boutiques., and
restaurants. Such a central, recognizable address guarantees high occupancy rates. Sofil
indeed has very few availabilities and a very low turnover of tenants.

RAMCO'’s estimated average office rental value: USD 250-275 per SOM per year

BORJ EL GHAZAL

TABARIS

This is one of the most
successful office building
projects developed in
Beirut in the early
2000’s. The tower's
9,000 SQM of offices
dominate Saifi Village,
and offer unobstructed
views over BCD, Martyrs'
Square, and the Mediter-
ranean Sea. Borj el
Ghazal's main strength is
its centrality: It is located
at the juncture between
BCD, Ras Beirut, and
Ashrafieh. A simple,
clean design, without
being prestigious, Borj el
Ghazal posts excellent oc-
cupancy rates, with a
very low turnover. The
center's one weakness is
the poor performance of
its retail stock, which ac-
cumulates a succession
of closures despite the
heavy flow of traffic. No
brand has been able to
remain in business for
longer than two years.
Visibility is limited, how-
ever, as retail units are lo-
cated under an arcade.
RAMCO’s estimated
average office rental
value: USD 250-275
per SQM per year

SODECO SQUARE - SODECO

Built in the mid 1990’s, Sodeco Square is an easily
accessible business address in the heart of Beirut,
without being a particularly high-end product. The
office units have been sold to individual investors
but retain a good rental value to amenities ratio
thanks to parking facilities and centralized manage-
ment. With a majority of small units, most of them
measuring 115 and 145 SOM, Sodeco Square easily
attracts a wide variety of tenants — from private
medical clinics to design or accounting offices. It op-
erates at an occupancy rate between 90-95%. The
commercial gallery has known waves of ups and
downs, going through a particularly difficult period
with the launching of ABC Mall. It has since regained
a new burst of activity by catering to a young clien-
tele. The movie theatre and the café that is the
heart of the center help maintain a steady footfall.

RAMCO’s estimated average office rental
value: USD 200-225 per SOM per year
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The 10 projects currently taking place i Clemenceau are solid proaf of the area’s growing populatity.
Caught between Beirut Central District and Hamra, Clemenceau draws developers and homebuyers
alike. It is a relatively quiet residential area, despite the congestion of Clemenceau Street. The presence
of @ number of old palaces and green spaces, anmong them the gardens of the Ecole Supérieure des
Affaires (ESA), add a special flavor to the area. Tall buildings offering unobstructed views of the
Mediterranean Sea or over the ESA garden can justify a high asking price. Clemenceau, however,
remains highly affordable as compared to neighboring Hamra, Sanayeh, and Ain el Mreisseh.

Omar Daouk Street

Highly attractive, Omar Daouk Street is bordered by large plots that allow the construction of towers
between 20 and 26 floors. The lower floors thus benefit from views over ESA and Joumblatt Palace,
while the upper floors enjoy unobstructed views of the seashore. Residential projects offer large apart-
ments, with sizes varying between 465 and 560 SQM. Starting asking prices are quite high, but still
very competitive compared to prices elsewhere in Ras Beirut. The limited supply (only a handful of
vacant plots remain and only one project is currently under construction) may bring prices up over the
coming few years, particularly as pressure continues to mount from increasing prices in surrounding
neighborhoods.

RAMCOss estimated starting sales prices lie at around USD 4,500 per SQM for the first floor.

Inner Streets

Several projects are currently under construction around Clemenceau Street — in smaller perpendicular
and pamﬂel streets. Interwoven into a mixed urban landscape, with office buildings, hospitals, schools, a
university, and heritage homes, these streets remain predominately residential. The stock is mostly made
up of small projects, containing about 10 units each. For the most part, these buildings are strictly residen-
tial, offering no commercial units on street level. Apartment sizes vary between 250 and 300 SQM,
catering for a mid-market clientele, at prices slightly lower than those of Omar Daouk Street.

RAMCOs estimated starting sales prices lie at around USD 3,700-3,800 per SQM for the first floor.
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Focus
Land in Mar Mikhael

Only in 2005 and 2006, the price of land in Mar Mikhael stood at around
USD 200 per BUA. It has since jumped by about five or six times over! After
being snubbed by developers and end-users for decades, the area’s residential
and retail markets boomed, almost overnight, as if by the wave of a magic
wand. The handful of investors who had the foresight to value the area’s true
potential made some excellent deals in an area that witnessed some of the fast-

est growth in Beirut — even more so than Ashrafieh’s Golden Triangle.

MAR MIKHAEL LAND PRICES

Nahr Street 1,300 - 1.500 USD/BUA
Charles Helou Avenue 1,500 — 1,700 USD/BUA
Pharaon Street 1,200 — 1,300 USD/BUA

SOURCE: RAMCO - JUNE 2012
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CHARLES HELOU AVENUE

I'his is the main artery into Beirut from the eastern suburbs and the North, generating uninterrupted
traffic flow. From the MTC Building to the former train station of Gemmayze, the area's empty plots
are among Beirut's largest stock of vacant land, Made up mostly of large plots that require huge bud-
gets and grand projects, Charles Helou Avenue remains relatively empty. Dominating the Port of
Beirut and spoiled by the noise and pollution of the constant traffic, Charles Helou Avenue is only
suited for commercial development: offices, retail, and hotels. As long as demand for large commer-
cial spaces in the area continues to stagnate, the plots along the highway will remain the playground
of investors and speculators.

PHARAON STREET

Located near the Mar Mikhael Church and Cemetary, Pharaon Street and the small alleys
around it constitute the heart of the neighborhood. With its small buildings, quiet setting,
and slightly laid back mood, the area has much charm. [t has become the new "“in" address
of town. highly prized by developers. Ideally suited for avant-garde. small residential develop-
ments, the area is attracting a new class of bohemian homebuyers, looking for an authentic
village spirit in the heart of the city. Although the area's zoning allows for low-rise buildings,
projects developed on larger plots (or merged small plots) can be built quite high.

]

PRICES

Depending on the exact location, prices of land in Mar Mikhael vary between a low of USD
1,200 per BUA and reach a high of USD 1,700 per BUA, The most expensive plots are quite natu
rally to be found along Charles Helou Avenue, as this is the area with the highest commercial po-
tential (although this remains highly hypothetical since the area has not attracted actual projects
yet — but speculators firmly believe it is bound to in the future), Prices there vary between USD
1,500-1,700 per BUA of land. The further inland and the more restricted the use of the land be
comes, the lower land prices drop. Along Nahr Street, the value of the land is around USD
1.300-1,500 per BUA, depending on the exact location of the plot. Prices of plots in the strictly
residential innéer streets around Pharaon Street currently stand at USD 1.200-1.300 per BUA.

AREA RESIDENTIAL OFFICE RETAIL HOSPITALITY

SOURCE: EAMCO - JUNE 2012



OFFICE SUPPLY

_ PARK AVENUE AT A GLANCE
Park Avenue (up to Bab ldriss) offers the most modern office
stock in BCD. The four buildings are among the best known RIS ARE R OERFL U713
office addresses in town: The Bank Audi head offices, Berytus RESIDENTIAL BUILDINGS 7
Parks, The Palladium, and 2 Park Avenue. As all office buildings OFRFICE BUILDINGS 4
were completed in the five or six years, they follow the highest EMPTY PLOTS 2
international norms. They offer large, flexible spaces that can OFFICE RENTAL VALUE (USD/SQM/YEAR)
be adapted to the requirements of the market, large, clean lob- FIRRes
bies. underground parking spaces. clear signage, and round- ?%&T%?L MALUE (LSR/SOMERR)
the-clock security. The buildings also undergo ongoing mainte- ' '

, W e , ; RESIDENTIAL STARTING SALES PRICE
nance. A stock of such quality easily justifies the high asking (USD/SOM) 6.500

rental values that range between USD 350-375 per SOM per
year, particularly as there are few office units with comparable
characteristics on the market. Office buildings operate at
nearly full occupancy. Only one block in the office building 2
Park Avenue remains vacant, because it is offered on the sale
market.

SOURCE: RAMCO - JUNE 2012

RESIDENTIAL SUPPLY Beirut Water Front Development
OF the seven residential buildings. four are completed and LN
three are still under construction. Simplexes in the area range
between 375 and 650 SOM. Although this is above the current
average unit size of BCD, absorption rates are within the
norm. Thanks to its exquisitely manicured urban setting and
the limited number of units of its buildings (most projects
count between 11 and 22 units each), the area attracts a clien-
tele looking for quiet, exclusive, and private residences,
despite the lack of views over the Mediterranean Sea, usually a
prerequisite for people looking to buy a home in the area of

-If’;cr}'lils._ —
— B Parks} |

S:‘!!I_nu_m Street

Minet el Hosn. Park Avenue is predominately a sales market, - =

with only one building offering rental units. g _. —
AL

RETAIL SUPPLY W Vacant plots

Park Avenue is an atypical commercial address, With a very lim- W Residential Buildings

ited pedestrian flow, it is a high-end destination that attracts a
specific clientele. Retail units, however, have very good visibil-
ity and excellent exposure, thus providing important commer-
cial potential. The two ends of the street, however, have slight-
ly different potential: The nothern end is relatively flat, perfect
for shopping, and is in continuity with the retail stock of Wahic
Sinno Avenue; the southern end is an incline, and therefore not
an ideal pedestrian address. The area has become a high-end
hot-spot, however, attracting leading local as well as interna-
tional retail brands — one restaurant and several clothing stores
are now located on Park Avenue.

Office Buildings
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WHAT WE WROTE

IN L ORIENT LE JOUR

The prevailing security situation, be it in northern Lebanon or
across the country’'s northern borders, does not predict
good days for the real estate sector — a normal reaction, to
be naturally expected (8 June 2012). However, market
niches still perform well, provided they target the right clien-
tele with the appropriate product at fair market value. Thus,
while 12 office buildings are currently under construction in
Ashrafieh, representing about 55% of the total office stock
being built in Beirut (27 March 2012), F&B appetite for
Hamra Street doesn't wane (12 May 2012) and BCD is wit-
nessing the development of 26 residential projects, a record
high for the region (25 May 2012). Still, overall rental yield is
slightly down, although well thought out products can fetch
between 5-6% annually (27 April 2012). Rental values
remain much more modest than the peak of USD 650 per
SOM per year and the Beirut average of USD 565 per SOM
per year quoted by Cushman & Wakeheld in their annual real
estate report (5 April 2012).

WHAT WE SAID

‘It can be said that the situation iIs still healthy and that there
is nothing worrying. but the period of unchecked growth
that we saw during the past six years, during which prices in-
creased by 25-30% annually, is over.”

Millions of square meters face limited demand — Al Afkar, March 2012

"Definitely there are both positive and negative repercussions
from the eventual introduction of a large [amount] of stock
to the market.”

Tragedy to transformation — Executive, 8 May 2012

“The real estate sector has not yet entered into a crisis, but it
has slowed down, although this period of stagnation could
be healthy to the sector and the Lebanese.”

The real estate sector bleeds: Apartment prices drop contrary to the
price of land — Al Joumhouria, 28 May 2012
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WHERE WE APPEARED

An-Nahar's "Five-Minute
Interview” ran a bio of Raja
Makarem in its 30 March 2012
issue, saying that despite the
many ambitions that he still
has. he is happy to let his two
sons realize more successes for
the company. Raja Makarem
was hosted by the Arab
Economic Forum, held at the
Phoenicia Hotel on 10 May
2012.



