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A prolonged
wdaown may
make some
INVestors nervous.
Others, however,
are aware that
downturn
market IS a good
[ime to buy.
Negotiation margins
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We are entering into the third stagnant year in a row. Starting a
the end of 2010, prices have been hovering almost in place, with
a minority of very shy increases here and there in the midst of a
predominately stable market.

While this is a healthy pause after a pFrmri of over-heating, it has
gone on too long and the r e reing to become wary.
s and sellers, landlords and tenants are all holding off their

' arful.,

is always recommend-
ut off purchasing deci-

ers, however, are aware that a downturn in a market I1s a
' ns become wider and the
abates.

essure shifts to property owners, espe-
heir assers. It is true that this
arket, as landowners and de-

was their habit when the market was booming.

But in a stable market, buyers must make sure they pay the fair
market value for properties they purchase, especially if they are

ors seeking income-generating pri or if they want to
resell their acquired property at a profit in the short to medium
term.
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Most Popular Office
Hubs In Ras Beirut

WHICH AREAS ARE BOOMING?

Ras Beirut used to be the traditional prime business destination of
the capital. The area is sub-divided into different office hubs that
have different characteristics due (o the type of sltock available and
the clientele to which it caters. While the majorily of Ras Beirut no
longer attracts business — mainly due to an aging stock and lack of
parking spaces, some neighborhoods are still popular because of
their proximity to important commercial hubs, Hamra and Verdun.
The two main attraction poles in Ras Beirut at the moment are
AUBMC and Gefinor Center.




Top Five
Most Popular Office Hubs
N Ras Belrut

WHICH AREAS ARE BOOMING?

CLEMENCEAU

Home to one of the best-known gemmercial landmarks of Lebanon - Gefinor Center, Clem-
enceau is the area of Ras Beirut thatls witnessing the fastest growth and the most demand. Sit-
ting astride Hamra and the AUBMCarea, Gefinor Center is easy Lo access and well maintained.
The center’s renown makes it a hi@ly-. recognizable and sought-after business address. Not sur-
prisingly. at USD 350 per SOM per year. Gefinor has the highest asking rental rates of Ras
Beirut, and boosts the surrounding area, where rental rates vary between USD 200-250 per
SOM per year.

SOURATY STREET

Demand for Souraty Street and the sdrrounding streets is on the rise, mainly driven by the prox-
imity of AUBMC. Despite being lhl’em"'ost congested area of Hamra, it remains the first destina-
tion of the medical community (:Fﬂ?@irur The success of the clinics projects in the area is proof
of a healthy demand for new produg.m in the area. Sale prices range between USD 5,000-5,500
per'SOM, while rental values varylbgtween USD 200-250 per SOM per year, mainly because of
the age of the existing stock.

VERDUN

With & stock that is aging badly. Verdun is not a prime office destination, despite projects dating
back to the 1980s and 1990s. Some buildings dating back to the 2000s are acceptable, How-
ever, at similar budgers, businesses can opt for much more attractive locations, Overall rental
values remain high because of the scarcity of new buildings that dot Verdun Street and a con-
stant local demand. Rental values lie between USD 200-250 per SOM per year.

JUSTINIEN/SPEARS AREA

Clustered around the Justinien and Spears crossing, there are a few office buildings that make
up @ micro-commercial hub. The stock, which mostly dates back Lo between the 1950s and
1970s, Is of acceptable quality, although of no particular architectural interest. The Central
Bank also is @ major attraction factor. As the area is at the very edge of Hamra, it avoids the traf-
fic of Hamra Street. Rental values vary between USD 175-250 per SOM per year

HAMRA

With the sole exception of Hamra Sguare, the vast majority of the stock in Hamra is of very poor
guality. Buildings date back to the 1950s and 1960s and most of them are in a state of disre-
pair. Offices are small and offer minimal amenities. Paradoxically, Hamra Street is the best-
known address of Beirut, but demand is driven away by the lack of parking spaces and the con-
stant congestions. Rental values range between USD 150-200 per SOM per year.

AVERAGE ERYV"  CURRENT GROWTH

AREA (USD/SQM/yr) TREND
CLEMENCEAU 200 - 250°° ©
SOURATY 200 - 250 (]
VERDUN 200 - 250 ©
JUSTINIEN-SPEARS 175 - 250 (N ]
HAMRA 150 - 200 ()

* AS BER RAMCO'S ESTIMATES

“f RENTAL VALUES PEARK AT LSD 350 PER 5OM PER YEAR AT GEFINCRE CENTER

SOURCE: RAMCO JUNE 2014
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ABC Mall plavs anymportant role n attract- Rental values (USD/SOM/Year)
i footfall 1o Sassine Square. although i Sassine Square 800 - 900
ptafns the imanapoly of the star-Brands Slightly inclined streets 500 - 600
Sassitie Square has specialized it less glam Steeply inclined streels 400 — 500
orous shops bul thal rely on a high (e Sales values (USL/SOM) 5,500 - 12,500
aver of customers SOURCE:

UNIFORM SUPPLY

Retall on and around Sassine Squdre s quite homogeneous, It Is made up of three main offers:
local and interndtional fast food chains and coffee shops, local sweets shops. |.ebanese fast
food. clothing stores, and financial institutions.

ABC's layout helps in generating footfall info the sorrounding area, thanks [o s NUMErcus ac

cesses to different street levels around Ashrafieh. The main entrance to the mall is indeed just
a few meters' away from Sassine Square itself. The fact thal the surrounding streets are a natu-
ral extension of the mall encourages trafic between the mall and the broader neighborhood

Slightly secondary areas around Sassine Sguere (along parallel or perpendicular streets), offer a
large supply of mid-market clothing stores, a number of local brands that carry a varied collec-
tion of imported clothes. Ancther sector that is very heavily répresented on Sassine Square is
the financial sector. A large number of banks have either branches (on ground floor level) or of

fices (on the first or second floors of buildings). This is a relic of the 1980s, the decade during
which Sassine Sguare was at its zenilth. There is a small number of dispersed retail. mostly old
rental contracts still carrying old fashioned grocery stores, stationary shops. a few butcher
shops, etc. This is a very run-down stock, the tenants of which are keeping their businesses
going while rhey awall an indemnity [o vacate rhe premises

RENTAL AND SALES VALUES

The rental values of retall units on and around Sassine Stuare depend on the topography of
the land. Sassine Square 15 the most expensive market, as It is relatively fat. wide, and is the
most highly recognized address in the area. Driven by sustained F&B demand. the rare retail
units rhat are available immediarely on Sassing Square post asking rental rares between USD
800-900 per SQM per year. Prices drop the further away from Sassine Square the units are 1o-
cated. As the topography of the area slopes away from Sassine Square, the steeper Lhe slope.
the furrher rental values drop. Thus, retall units located on the near slopes immediately off
Sassine Square are about 30% cheaper than prime locations on Sassine Square. Rental values
down fowards Saydeh Church, or AUST University lie between USD 500-600 per SOM per
year. Further downbhill. prices drop by another 20% approximately, to reach USD 400-500
per SOM per year, Locations that are not easy o reach on foor, such as the area down from
Saydeh Church or Spinneys (Mar Mitr), no longer attract pedestrians and must rely strictly en
passing traffic. As parking in front of the store is usually difficulf due te the congestion Lypical
of Ashrafieh, the commercial potential of these units is greatly reduced. thus affecting prices.
AL the moment, there are no retail units offered for sale on or immediately around Sassine
Square. The sale price must therefore be deduced from rental values. Applying a yield of 7%
(which is the average yield currently achieved by retail units.in Beirut), sales prices can be esti-
maled al around USD 5.,500-12.,500 per SGM on the first floor.
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Fury el Huyek 1 the Reart of Ashrafiehs Golden Square, With about ten projects currently taking place
i the center of Furn ¢l Hayek, the area ts becoming saturared. New developments are pushing closer
to the edges and cven beyond. The process 15 gentrifying the entive surrounding area, which is
witnessing a boom mirroring the surge of activity that rook place in Furn el Hayek during that past
half deceide. Overall, 19 projects are under construction on roughly 125,000 SQM between Ashrafiel
Streel, Zalrel ol Thsan Streel, Clharles Mitlek Avene, cotd Leberon Streed.

Central Furn el Hayek

Abdel Wahab el Inglizi, Trabaud, Ghandour al Saad, Chehadeh streets form the heart of the Golden
Square, the most prime residential neighborhood of Ashrafich. It is home to the creant of the crop of
the local social elite. Enjoying a pleasant setting within a traditional neighborhoad, gardens and flow:
ering trees; the area has an excellent reputation. Old buildings date back to the 1950s and 1960, and
Hiey are among the most interesting architectural examples of their permd. As the area caters to
high-end demand, projects already completed or currently under construction are mege-
developments occupying large plots with landscaped gardens, signed by renowened architects, and
built by some of the leading developers in town, Contrary to trendsin other areas, projects offer apart-
ments as large as 600.or 700 SQM because this is a niche product, which, until rer:enri’y at least, has
beertin dermand.

De ve:'upm starting asking sale prices: USD 5,000-6,000 per SQM (on the first floor).

Western & Eastern Ends

Moving away front the prime heart of Furn el Hayek, the western end (near Mar Mitr) and the eastern

end my M-:mnulj are twa, rw’w ne:}ghbarhuudt ';tha'l were babtﬁfetl'!.y the gmwm of Mha’-nﬂehs ("nhim

pﬂzaed fomnam in Ashrafieh at 10-25% !ower frrices. Smﬁng on the renown of I‘um el Hfzyek these two'
areas offer apartments with basic amenities in small-scale projects, on plots often no larger than 300
SQM, with no or very linited green areas, obstructed views, and a noticeably poorer construction quaf:ty

Demand, however, ﬁﬂﬂowsm the offer is interesting to buyers lnﬂim& _ﬁ:r & _fharhm‘d at this address at an

accessible budget.

Developers’ starting asking sale prices: USD 3,500-4,500 per SQM (on the first floor).



Hamra is the historical cenler of Ras Beirut - the
most cosmopolitan neighborhood of the capital and
F a sure investment value. Hamra has been booming

oc u s for more than a couple of years, and continues to be
in great demand by developers - who follow the

I || | ra market trend. Hamra is a collection of three

different geographical entities: the area around
t h e Hamra Street is the heart of the neighborhood, then

the eastern and western ends. Each geographical

G ld area calers to a special niche market and offers

O e n different development potentials. These differences

are reflected in the price of the BUA. While land is

|_a n d becoming extremely rare in the heart of Beirut,

Hamra still offers some golden development
opportunities.

HAMRA STREET
Probably the most renowned street of Lebanon and one that attracts the heaviest Footfall in
Beirut, Hamra Street is the throbbing heart of the capital. It attracts a broad mix of people,

from the local student cormmunity o artisrs, expals, western and Arab tourists, proression-

als across all imaginable fields, street peddlers, or simple café-sitters and people-watchers.

lhere are only four vacant plots of land on all of Hamra Street: three of them are currently
being used as parking lots, and one is simply abandoned. Owning land on Hamra Street is

like owning a rare gem

Development options are therefore mostly restricted to destroying buildings dating back to

the 1950s and 1960s, even if this entails all the hassle of compensating old tenants.

Development options, however, are relatively limited. Developing residential projects on

Hamra Street is not possible because of rthe noise pollution. Businesses shun Hamra Streel
because of its notorious congestions. Hamra Street is too far from the medical hub of Ras

Beirut to allow the development of clinics.

ects, either as

The most obvious and lucrative development options are for hospitality pro

hotels or furnished apartments. Offering retail on street level goes without saying, as Hamra
Is the number one shopping street in Lebanon.

arity of Hamra Street is reflected in a price of land ranging between
Ush 2.500 and USD 2,750 per BUA (the weight of the cost of land on the total buildable

and salable area allowed)

'he tremendous popu
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AROUND AUEBMC AND  GEFINOR
CENTER
ocated ar the eastern end of the district
F Hamra., the :

N the area offer clinics, i

near the many hospitals; AUBM

Najjar, Khoury. Bekhazi, 1 Trad

further East.

cally limited to clit

SUCH a pProspectiv uge s ly  could
bed & ult. The-arga’s retall poren-
[al (s also limited as here s littie pedes
trian traffic

Flors :

projecrs offering sma
rice ol the BUA of land drops Lo b

USH 2.000-2.500 per buildable

THE WESTERN FRONTIER

Between Jeanne d’Arc and Sadat streels o
the South and North of Hamra Street, the
western end of the neighborhood is almaest
strictly residential. Still. developers include
retail on the ground floor to amortize the cosl
of land on the overall construction cost, Retail
has a very limnited potential. as pedestrian flux
Is imited re local residents

The main target merket is constituted of the
population connected with the nearby univer-
sitles and medical centers: stuaents; profes-
sors, daclors, or expals looking [or a lempo-
rary residence. Developments are therefore
restricted to residential apartments measur-
ing between 150-200 SOM at most.
Combined with the largest stock of land that
tan be potentially developed (either parking
lots or plots containing olg buildings that can
be torn down), the area offers rthe lowest
price of land In Hamra. Prices do not drop tre
mendously. however, because investing in
Hamra (in land or in development) carries
almost zere nsk. [he pnce of the BUA still
stands &t USD 2.000-2.250 per buildavle
SOM.

PRICE OF LAND IN HAMRA (USD/BUA‘)
Hamra Street 2,500 - 3,000

Eastern End (around Gefinor & AUBMC) 2,000 - 2,500
Western End (West of Jeanne d'Arc Street) 2,000 - 2,250

* Price of the buildable SQM
SOURCE: RAMCO — JUNF 2013




BCD
Special

SMALL
APARTMENTS

As prices of residential apart-
ments soared, developers reacted
by offering smaller apartments to
remain within reasonable entry-
level budgets. BCD, which was an
early pioneer of small apartments
in Saifi Village, but which later

TOTAL PROJECTS UNDER CONSTRUCTION 23

PRGIECTS UNDER CONSTRUCTION DFFERING APAETMENTS
BETWELERN #0-190 5GM 10

STARTING ASKING SALES FRICES (USE/SOM) 6,000

RATION OF PROIECTS WITH SMALL APARTMENTS (%) 40
SEACE LOST TO COMMON AREAS ETC (‘%) 20-35

SOURCE: FAMCD - JUNE 2013

HISTORICAL EVOLUTION

At the end of the 1990s, Saifi Village was among the first
projects in Beirut to offer apartments smaller than 200
SOM. Then the real estate boom that took place between
2000 and 2010 drove developers 1o build larger apari

ments to sabsty a wealthier demand. By 2010, prices
spiked Lo such a degree. however, thal developers were
forced to decrease the size of their apartments in order to
remain within reasonable overall budgets.

Currently, out of the 23 projects. taking place in BCD, 10

moved to large luxury apart-
menls, has moved back into the
new market trend of smaller
apartments.  BCD,
caters lo a specific niche clientele,
different from the rest of the proj-
ects offering small apartments
across Municipal Beirut,

offer apartments between 80 and 190 SOM. This repre-
sents about 40% of the total number of projects under

CONSIrucean;
however,

SUPPLY

A new niche of european-type studios offers an epen plan
living and kitchen area. one en-suite master bedroom. and
a guest toilet. This is the smallest option on the market.
Orher products offer one or two en-suite bedrooms in 100
to 120 SOM.

TARGET MARKET

By setting aside a certain share of the overall project to small apartments, developers broaden

their target market base, by creating a new product that caters to a niche clientele. Small aparr-
ments cater predominately Lo foreigners, mostly Gull Arabs locking for & small weekend or va-

cationing apartment. They also attract Lebanese expatriates locking for & pied-a-terre in Beirut.
Finally, small apartments attract investors in view of income-generating rental products.

SALES PRICES AND NET VALUE

The interest of offering small apartments in BCD is (o lower the entry budget into the most
prime residential neighborhood of Beirut. At asking sales prices starting ar USD 6.000 par SOM
on the frst floor, the smallest apartments cater (o budgets below LISD 1 million. It should be
noted, however, that small apartments located In towers can lose up to 35% of their area in
commaen areas (elevators, staircases. fire escapes, shalts. pillars.etc.). The net carpet (or living)
area can thus be Liny. An 80-SOM apartment located in a tower will offer an effective net living
area of just 52 SOM! Still, these products target a very small niche clientele
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WHAT WE WROTE

In I’Orient le Jour

April 2013), offices h seen their pri
particularly if they do not offer parkin
lent state of maintenance

ate public

kilometer belt around iru ome the
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WHAT WE SAID

“Since 2006, the market witnessed a desire by Gult Arab
owners La liguidate their real estate assets, and this Lrend ac
celerated with the international fnancial crisis in 2008,
which drove Gulf Arabs to sell their properties at high re
turns.”

Gulf Arabs violated the virginity of Lebanese real estate and hyped

prices - Al Akhibar, 13 March 2013

“Even in times of growth, there is a bargaining margin of
abour 15% |[...]. Be assured that If you are a serious buyer,
the developer will not let you walk away without buying.”
Should one buy, sell, or rent an apartment? - L'Hebdo Magazine, 27
March 2013

“The continued activity In land sales is a sign that the real
estate sector isstill a safe haven for investment,”
The residential market is slow but prices are stable - Al Joumhouria, 9

April 2013

A minimum budget to buy an apartment will be around
UsSP 600,000 |...]. Incomes are limited so the big guestion
is If people can affard rhe down payment.”

BDL lends a hand - The Executive, April 2013

“The choices are ample. Prices [of residential units| are
stable. It is @ buyer’s market and people who can take advan-
tage of best-available fnancing this year have a great
window ta use their apticns wisely.”

BDL lends a hand - The Executive, April 2013

“Owning an apartment is a problem the world over, not jusl
In Lebanon. Owning an apartment in any capital city has
become the main problem people face. This is true in Paris
and Lonaden and Washington ™

The real estate market is slow but not at a standstill - Lebanon ¢ Gulf
Investment, 9 April 2013



