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The summer is setting in. This is usually the busiest time of
the year in our line of work. With the coming of vacationing

(pats and tourists, sales enquiries are traditionally at their
peak levels.

Only for the past few years, the summers have been more
than lukewarm due to an opague curity situa-
tion, which limits economic V|a|h11|w H therP IS anything inves-
tors and buyers loathe, it is uncertainty. Unfortunately, the
future of the region, the country, and the economy is highly
volatile.

Under such circumstances, it would not be surprising to
make doomsday predictions. Yet, the reality is not all that di
appointing. RAMCO sarl has launched a new research initia-
tive recently, which yielded some surprising results.

In its ongoing quest to unravel the hidden intricacies of the
Lebanese real estate market and in sharing information with
as wide a general audience as possible, RAMCO sarl has de-
cided to establish a price index for the residential stock
under construction across Municipal Beirut. We hope to col-
lect data at the same period every year, so that we have a
yearly tracking of the evolution in the asking price of apart-
ments in Beirut.

We have r‘or’noarrﬁd hPir

Although we have always been of the opinion that the market
was stable and solid, we were surprised at this negligible
drop. The market is indeed stagnant, but it is not on a down-

ward slope, as many brokers and economic analysts have
been prwdu ting” a sharp drop in prices. True, hu‘wrf. have

changes in the prices of the upcoming residential buildings
across Municipal Beirut. What this reliable indicator says
about the residential market so far is er raging indeed. It
IS with great anticipation that we look forwa

of data at the end of 2015
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To p F “’e NEIGHBORHOOD  SALES PRICE” PRICE INCREASE™*
. (USD/SQM)
Sharpest Price - i
3.500 - 3.800 14%

Increases in Ashrafien s I R

Saifi 4,200 - 6,500 10%
WHERE HAVE PRICES INCREASED THE MOST IN 2014¢

* Asking sales price on Lthe first lloor
“* Year-on-year between 2014 and 2013

SOURCE: RAMUC SARL —MARCH 2015
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The real estate market has been stagnating for the past three
consecutive years. Prices have either remained stable or dropped
slightly, particularly in the residential sector. RAMCO sarl has
conducted a study to quantify the actual change in prices.

We looked at a pane! of 250 buildings under construction across
different residential neighborhoods in Berrut and we found that the
starting price of apartments has dropped by less than 1% in 2014,

The interesting finding was that the price of apartments in some
particularly dynamic neighborhoods in high demand were on the
rise. The five fastest growing neighborhoods of Ashrafien are all
located on the town’s northeastern rim: Mar Mikhael, Saydeh,
Sagesse, Adlieh- Museum, and Saifi.



Top Five
Sharpest Price
Increases N Ashraheh

WHERE HAVE PRICES INCREASED THE MOST IN 20147

MAR MIKHAEL
21% INCREASE

The up and coming "bobo™ neighbor-
hood of Beirut, Mar Mikhael has been
abuzz with activity and is in high
demand by developers and buyers
alike. The area posts one of the highest
growths across Municipal Beirut. The
reasons are dual: an increasing price of
land and sustained demand. This trend
goes in tandem with the boom of the
F&B industry in the area. The wave of
new cafes, restaurants, pubs, and art
galleries has contributed to the re-
newed activity of Mar Mikhael, making
it attractive to a young, trendy genera-
tion of first-time homeowners.
Asking sales prices lie between
USD 3,500-4,500 per SOM on the
first floor.

SAYDEH - 16% INCREASE

Despite the sharp increase in prices, Saydeh is still one of the most affordable neighborhoods in
Ashrafieh. Characteristically, the neighborhood caters to middle-income families but it is in the pro-
cess of being gentrified. New developments have hiked the price of the area, although prices are
not homogenous across new projects. One particular project has skewed prices upward by offer-
ing small units of 92, 100, and 128 SQM at a higher unit price — a new trend for Saydeh.

Asking sales prices lie between USD 3,000-3,600 per SOM on the first floor.

PRICES

SAGESSE - 14% INCREASE

The neighbourhood has been in full development for the past several years. Located between
Sagesse School and the St. Louis Tunnel, the area is a natural extension of Charles Malek
Avenue and fully benefits from the avenue’s solid reputation. Developers have exploited empty
plots of land to launch new projects — four projects are currently under construction along the
wide avenue. The main advantage of Sagesse lies in the fact that prices are between 15-20%
lower than bordering neighborhoods, such as Geitawi, St. Louis, or Fassouh.

Asking sales prices lie between USD 3,500-3,800 per SQM on the first floor.

ADLIEH/MUSEUM - 10% INCREASE

This neighborhood comes as a surprise in the Top Five price increase list, as it is not a neighbor-
hood in particularly strong demand. The area is crossed by several high-traffic axes, known for
their office buildings and public institution headquarters. Yet, the study has revealed that
prices in the residential sector located between the Palace of Justice and Ain el Romaneh have
increased by about 10%. Despite these price hikes, the area of Adlieh/Museum is still much
more affordable than the area around Our Lady of Annunciation Cathedral, where prices start
at USD 3,400 per SOM on the first floor.

Asking sales prices lie between USD 2,300-3,400 per SQM on the first floor.

SAIFI - 10% INCREASE

Saifi is a heterogeneous neighborhood with contrasted geographical characteristics. Residen-
tial buildings are either arranged along wide traffic axes (Georges Haddad and Charles Helou av
enues) or along pleasant, quiet residential streets, such as Al Arz Street. There is therefore a
wide disparity in prices between projects. Three projects under construction have stable
prices. However, three other upcoming projects, which offer modern architecture with unob-
structed views of the Part of Beirut, have increased their prices between 4% and 13%. This ex-
plains the overall price increase of 10%.

Asking sales prices lie between USD 4,200-6,500 per SOM on the first floor.
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The name of Geitawi has a negative

connotation floating behind it, one of poor

quality, low-mid market residential
neighborhood. It is indeed one of the most
reasonably priced areas of Ashrafich.
However, the neighborhood offers a
number of advantages that should not be
ignored, and that make it one of the most
attractive residential areas in Ashrafieh.
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SMALL APARTMENTS
The average size of apartments currently
under construchion In i_]-t:"!h'l'-f'\."l slands al

1.45 S5QM. This is one of the lowest aver-
ages in Ashrafieh. The standard apartment
offers 3 small bedrooms and a small living
and dining area — including a glazed bal-
cony. giving rather confined living spaces.
Some developers have tried introducing a
new typology: A few projects offer one-
bedroom apartments totaling 60 SOM or
100-SCM  two-bedroom  apartments.
Such small apartments then have enough
space for an Américan-style kitchen and
just one bathroom.

Offering small apartments is a new strat-
egy that attempts to cater to households

with limited budgets. By shrinking the size

oftheir apartments, developers make Geit-

awi accessible to buyers with budgets as

low as USD 200,000 and USD 300,000.

MID-RANGE PRICES

Geitawi is among the most affordable neigh
borhoods of Ashrafich. The average starting
asking sales price of apartments in projects
currently under construction stands ar UsD
2;957 per SOM. Geitawi is thus within the
reach of middle-income househalds: with
young children.

Prices vary across projects. depending on
Lhe gualily of the conslruclion and hrsh-

ing. Good quality products in a good loca-
tion post & starting sales price of USD
3.000-3.300 per SOM on the first floor
Medium quality products located on sec-
ondary, narrow streets post starting asking

et

sales prices of USD 2,700-3.000 per SOM

on the Arst Hoor.

Geitawi Residential Market

Number of projects under construction 10
Number of residential units under
construction 155

Toral area under construchion

(SQM) 22,550

Average apartment size (SOM) 145

=h

Average starting asking sales price
(USD/SOM) 2,957

SOURCE: RAMOCO SARL - MARCH 2015
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Fury el Hayek is a predominately residential area, well reputed for its high quaiity lving. Yet, a vetadl
network has developed along several streets: Selim Bustros, Lebanon, Cheladel, Abdel Walalb el
Inglizi, Georges Tuens, und Zahwat el Uisan are velatively dynaimic. Contmercial aclivity, however,
remains limited wnder the shadow of ABC Mall. Retail units contracted under the old rental law
hiave @ much better chance of surviving financially than do wewly reited units.

Market Drivers

The retail market is driven by neighborhood service supply: grocery stoves, personal care boutiques,
and small F&B concepts. International brands are not interested in locations on small residential
streets with limited footfall - they much prefer being located inside shopping malls or along main
shopping axes. Similarly, barks look for locations on wide, busy traffic avenues,

This leaves room for small local retailers that cater to the local residents. The F&B fad is petering out.
Several small restaurants have shut down, such as Les Vilains, Roomers, Noa, Yazhou..., and their
locations are still vacant. The local hairdresser, beauty institute, nail spa still perform well, like in
every other neighborhood of Beirut. A newcomer on the scene is the modern grocery store, such as
Monop' or Hibouw, that are slowly replacing the old-fashioned neighborhood grocery stores in exploit-
ing a market with a high purchasing power.

Rental Values

‘The two streets that link Tabaris to Sodeco (Lebanon Street) and to Trabaud (Chehadeh Street) en;oy
regulur, heavy traffic and have a supply of good quality retail units. They manage to attract sotne strotg
brand names in diverse industries (jewelery, furniture shaps, pastry shops, clothing....) that become fixed
destinations with a loyal clientele. As the natural extension of ABC Mall, Abdel Wahab el Inglizi Street is
relatively flat and straight, making it an attractive retail destination.

The area has tmany vacant spaces. Activity is hampered by a difficult economic context, but also by the
lack of interest of F&B operators; who are the main market drivers, and disproportionately high rental
values. Rental valies are estimated to vary between USD 250-450 per SQM per year:
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ital values of office spaces on Hamra Street vary

ording to the quality of the stock. The lowest
es range between USD 140-175 per SOM per
‘year for low-midd rket products. The value of
this profile of supply has lost about 10% since
2014, Newer and better maintained stock that
' facilities posts rental values between
) 200-225 per SOM per year.
Demand, however, is limited. Certain offices have
been on the market for months. Available stock has
great difficulty finding new renants. Not surpris-
ingly, international or large local companies prefer
to showcase their brand in the more glamorous
areas of BCD or Charles Malek. Demand for Hamra
Street is thus limited to small, local companies, in
search of offices between 75 and 150 SOM,
There'are'\fery few offices offered for sale on Hamra

a_ra'un.c;i: U'SD '35.'0_0'_0 2 a,.-s.g()}per SQM’;



HIGH-END OFFICES

Beirut Central District (BCD) is the prime office destina-
tion in Lebanon. The area that falls within the perimeter
of Solidere counts around 150 dedicated office buildings,
making it a business hub with the largest concentration
of office buildings in the country.

The majority of the stock, however, is made up of reno-
vated old buildings, such as the ones found in the Foch-
Allenby and the Nejmeh Square areas. Modern, high-
end office centers are thus a thin minority - a dozen or
so at most. It is therefore logical that the most prime of
office stock also be the most expensive. Not only do they
offer a better quality product, but they are also rare.

High-End Offices
Asking rental values (USD/SOM/Year) 350 — 425
Asking selling prices (USD/SQM) 5,500 - 7,500

SOURCE: RAMCO SARL — MARCH 2015

LIMITED GRADE A SUPPLY

Grade A office buildings must offer an impec-
cable standard: They must be of excellent
construction quality, offer a minimum
number of parking per leasable BUA (the law
stipulates one parking space for every 60
SQM of office space, but good guality build-
ings might offer even more parking facilities
than the strict requirement), an immaculately
kept lobby, an elegant architecture and inter-
nal design, clear signage, presentable security
and concierge agents.... The common areas
must be immaculate and the building must
offer excellent services in terms of 24-hour
electricity supply, high-speed internet, etc.
The above criteria eliminate the majority of
buildings from a Grade A classification. Old
buildings. even if perfectly well renovated,
cannot be classified as Grade A, because they
lack parking spaces. Grade A buildings are
thus limited to those built in the last 15
years. Unfortunately, even brand new build-
ings that were placed on the market during
the last decade and a half sometimes are
below Grade A standards. Some building
managers and owners are not rigorous in
their upkeep of the building.

HOMOGENOUS GEOGRAPHICAL
DISTRIBUTION

The few high-end office buildings are
concentrated in a few select geographi-
cal locations. The majority of Grade A
buildings are located in Minet el Hosn.
With its wide, fat avenues (Omar
Daouk Avenue, Park Avenue, and the
former French Avenue), and empty
plots, the area lends itself readily to
such large-scale developments. It is
also the area that had the least old
office buildings dating back to before
the Civil War. Minet el Hosn is thus the
prime business hub of BCD.

The remaining Grade A office buildings
are dispersed across BCD, mainly
around Beirut Souks and along Wey-
gand Street. Upcoming developments
are setting a new trend: The most
recent office buildings to be launched
on the market are located on the
southeastern border of BCD. Develop-
ers are looking at creating a new hub
for Grade A offices in less prestigious
but more affordable areas than Minet
el Hosn, such as Ring Road and
George Haddad Avenue.

DROPPING RENTAL VALUES
BCD has been the traditional
markel leader in terms of pricing. It
sets the lead that other markets try
to follow and against which good-
quality office stock in other parts of
Beirut is measured. Since 2014,
however, rental values have been on
a slight downward curve. Posted at
UsD 350-425 per SOM per year,
prospecting tenants can now hope
to negotiate office spaces down o
between USD 325-375 per SOM
per year.

These waning prices are not surpris-
ing, considering the political and se-
curity uncertainties and a stagnating
economy, which all halt an already
reticent demand. Local businesses
are holding off new investments in
the market until it offers better vis-
ibility, while international firms shun
the country entirely.

WIDE SELLING PRICE BRACKET

The office stock available for sale in BCD is
mainly that located in buildings currently under
construction. Stock that still remains unsold in
completed projects means that there is a prob-
lem — usually an unjustifiably high asking price.
Around 43,500 SOM of office space are current-
ly under construction in BCD. Some of this
stock will be offered on the rental market,
which leaves about 35,800 SQOM of office space
available on the sales market, the bulk of which
will be delivered between 2016 and 2017.
Asking sales prices currently vary between USD
5.500-7,500 per SQM. The disparities are so
wide because the price depends on the exact lo-
cation of the project and the quality of the con-
struction and amenities. However, all the new
office stock is offered core and shell (clean con-
crete finishing), to be furbished by the buyer or
tenant according to specific needs.
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WHAT WE WROTE

In I’Orient le Jour

The year 2015 started out on a very slow note, just as 2014 had ended, with many indi-
calors either stagnanl or in slight drop (10 lanuary 2015). The markel has reacted Lo
this stagnation on several fronts. Developers, particularly with completed projects that
still post availabilities, are more willing to negotiate their prices, giving a discount be-
tween 7-10% (10 January 2015). Some developers have invested in better-priced areas,
where the price of land is still reasonable eénough to offer finished apartments within
the reach of middle-income families. such as Beddawi in Ashrafieh (2 February 2015).
Developers have suspended the race of the skyscrapers, opting out of the high-rise
buildings (24 February 2015), On the othér hand, the wave of cold and snow revived
the slumping market of Kfardebian (21 March 2015).

WHAT WE SAID

“The situation of the real estate markel is better than the political and the security situa-
tions in Lebanaon. There are still people who believe in investing in [the country|.”

Gulf nationals sell their properties and the most notable buyers are locally residing and expatriate Leba-
nese nationals - Addiyar Newspaper, 17 February 2015

"We are surprised that there is demand for land in the poor conditions that Lebanon Is
going through. Any positive change in the political landscape will have a positive impact on
the economy.”

“Hurry up” and buy an apartment before 2015 — Lebanon 24, 17 February 2015

“There is continued activity [on the real estate market], which has forced some develop-
ers to decrease their prices to boost sales, especially as competition between develop-

ers is stiff — developers are plentiful, while buyers are few,”
Quiel real estate market awaits presidential elections - Al Moustagbal, 4 April 2015

- www.facebook.com/ramcorealestate
I @ramcorealestate

' For inquirtes, please contact Nadim Maxarem at nadim@ramcolb.com



