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T 

he United Arab Emirates’ 
lucrative real estate mar-
ket, which is dominated by 
Dubai and Abu Dhabi, ap-
pears to be going through 

a transitional period of correction 
as prices stagnate and transactions 
slow down.

Dubai’s real estate market spe-
cifically continues to face a period 
of “volatility before stabilisation in 
2018”, states a report published in 
March by local real estate firm Phi-
dar Advisory.

The report highlights a dip in 
Dubai’s residential sale prices with 
apartment values dropping 3.7% 
and villas 3% in the first six weeks 
of 2015.

From the early months of the 
year it was clear Dubai’s real estate 
market was facing a difficult 2015. 
A combination of low oil prices, a 
strengthening US dollar and sup-
ply-and-demand economics were 
expected to play a role in the slow-
down of the market.

A stronger dollar combined with 
a weaker euro and rouble has meant 

capital flow is more limited. In addi-
tion, Russian investors have dramat-
ically slowed their activity as their 
currency devalued. Compounding 
this is the fact that the dirham is 
pegged to the dollar, meaning any 
investment in the UAE has become 
more expensive.

Apartment transaction volumes 
were down 1.5%, according to a mid-
quarter report in June by Phidar Ad-
visory. The report states that over 
the next five years price trends will 
be subject to varying supply esti-
mates. “When only considering pro-
jects currently under construction 
and launched, the supply-demand 
dynamics are manageable. 

However, in the best-case sce-
nario, assuming an average gross 
domestic product (GDP) growth of 
3.4% and residential demand CAGR 
(compound annual growth rate) of 
4.6%, if all of the announced pro-

jects are completed, the market 
could achieve a 7% oversupply in 
five years.”

For Abu Dhabi, the office market 
in particular remains very depend-
ent on the hydrocarbons industry, 
with oil companies dominating top-
end office space in the capital. How-
ever, as the oil sector continues to 
suffer at the hands of falling global 
prices, the emirate’s main oil com-
panies, many of which are state-
owned, may begin to scale down 
operations.  Analysts have projected 
that if crude prices remain low, with 
the capital unable to fully diversify 
its economy, 2016 may be a year in 
which the hydrocarbons industry 
dictates how rates fare in the office 
market.

While prime office rents have in-
creased 3% over the first quarter of 
2015 after remaining flat throughout 
2014, activity has been lopsided as 
demand remains heavily concen-
trated at the top end of the market.

Faisal Durrani, international re-
search and business development 
manager at UK real estate firm Clut-
tons, said the Abu Dhabi market is 
experiencing a period of subdued 
growth. “This is a natural cycle 
and something the market actu-
ally needs,” he said. “Many of the 

top-end office units are taken up 
by oil companies and if they scale 
down their operations, we may see 
a change in that segment.”

Abu Dhabi Global Market Square, 
the new financial free zone under 
development, has already started 
offering units for lease on the open 
market, at $1,000 a square metre. It 
is expected to attract financial in-
stitutions looking to enter the Abu 
Dhabi market. 

Although this will give the high-
end office sector an alternative mar-
ket segment away from oil compa-
nies to attract, it is too early to say 
whether this will have a positive im-
pact on occupancy and rates.

“But for now, it is our view that 
with the limited amount of Grade A 
space and demand persisting, rents 
are likely to hold steady in our cen-
tral scenario, with almost no move-
ment in rents at the top end of the 
market expected this year,” said 

Durrani. Overall, rents in the Abu 
Dhabi commercial sector have stag-
nated in the first quarter of 2015, 
according to a report by US real es-
tate consultancy CBRE, but there is 
a marked contrast between rates in 
primary and secondary locations.

Average rentals for secondary of-
fice space were $306 a sq. metre a 
year in the first quarter, which is a 
2% fall on the fourth quarter of 2014, 
while prime office rentals are now 
$517 a sq. metre a year.

Yet if some stalled projects restart 
the projected oversupply will fur-
ther increase. According to the re-
port, “even a more bullish scenario 
of 4.1% average GDP growth rate 
cannot absorb all potential supply 
expansion, including under con-
struction, launched, announced, 
and stalled projects”.

Overall the outlook for hydrocar-
bons prices remains uncertain with 
many oil majors already cutting jobs 
and capital spending, while a cur-
rency linked with the strengthening 
dollar continues to make many cit-
ies in the region much more expen-
sive place to live, work and invest in.

Gamil Lotfy is a Dubai-based 
business and geo-politics journalist 
working across the region.
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 The impact of the Iran deal on the oil markets

T 

he Iranian nuclear 
accord provides 
Tehran with an oppor-
tunity to increase oil 
and natural gas 
exports while lifting 

of the economic sanctions would 
enable Iran to resume work with 
international oil companies, 
which are making preliminary 
contacts with Iranian authorities 
regarding investment in the 
country’s huge hydrocarbon 
resources.

Iranian oil production peaked 
at approximately 6 million barrels 
per day (bpd) during the reign of 
Shah Mohammad Reza Pahlavi in 
the 1970s. Ayatollah Ruhollah 
Khomeini, after the 1979 Islamic 
Revolution, reduced production 
to 2 million bpd. Average produc-
tion decreased further during the 
Iran-Iraq war in the 1980s due to 
attacks on oil fields and infra-
structure.

The stated goal of the Iranian 
authorities following the conflict 
was to sustain a production level 
of 4 million bpd. That goal was 
achieved for a few years during 
the first decade of the 21st 
century.

International sanctions and 
weakening oil sector, particularly 
due to the leading role of firms 
controlled by the Islamic Revolu-
tionary Guards Corps (IRGC), led 
to a production level of 3.5 
million-3.7 million bpd since 
2008. It also delayed project 
developments, such as the giant 
Pars gas field, the Iranian section 
of the “northern” Qatari field.

International sanctions reduced 
Iranian oil exports from approxi-
mately 2.3 million bpd to about 1 
million bpd. Iran wants to return 
to pre-sanctions export levels or 
at least regain its lost market 
share.

 Iranian crude oil exports are 
expected to be shipped mainly to 
emerging Asian economies; 
China, India, South Korea and 
Japan. Pre-sanction exports to 
Europe averaged about 600,000 
bpd. Fewer exports were destined 
to Africa.

When can Iran increase its 
exports substantively and regain 
its market share?

According to the nuclear deal 
signed in Vienna, the sanctions 

will not be lifted before the 
International Atomic Energy 
Agency (IAEA) submits a report 
by mid-December, confirming 
that Iran is abiding by the agree-
ment. Thus, increased Iranian oil 
exports are not expected in 
international markets before 
early 2016.

The United States also needs 
legislative ratification of the 
agreement, which is not assured 
because of strong scepticism of 
the Iranian deal mainly by 
congressional Republicans but 
also by some Democrats. How-
ever, US President Barack Obama 
is intent on adding to his record 
the peaceful resolution of the 
dispute with Iran and promised to 
veto a negative congressional 
resolution.The Vienna agreement 
outlines a strict regime for Iran to 
implement the accord during a 
ten-year period. If Iran violates 
the agreement, sanctions would 
automatically resume.

The oil trade is not the only 
factor that affects global crude 
prices. Other geopolitical con-
cerns include the Greek debt 
crisis; political/military tension 
between Russia and the West over 
Ukraine; the effect of the finan-
cial scandals of Brazil’s Petrobras; 
large storage levels of US shale oil 
stockpiled while prices are low; 
expected differences of OPEC 

members over quota levels and 
the organisation’s production 
ceiling along with unending 
political turmoil and violence in 
the Middle East.

The oil industry has proved its 
resilience in dealing with similar 
challenges, but the situation that 
exists now includes rising 
speculation and rumours that 
could shift prices.

It is expected that Iran will start 
a new export programme from the 
approximately 40 million barrels 
stocked in tankers at sea. Half the 
stocks are crude oil and the other 
half are condensates. It is pro-
jected that Iran will increase 
exports by around 500,000 bpd 
with another 500,000 bpd during 
a second stage.

The big challenge for Iran is not 
regaining market share; rather, it 
is reaching agreements with 
international oil companies to 
sign upstream and midstream 
deals to enhance the country’s 
production capacity. The return of 
oil firms to Iran is expected to 
encounter opposition by the 
parliament and IRGC-affiliated 
companies as they stand to lose 
lucrative, monopolistic contracts 
awarded during the sanctions 
period.

Walid Khadduri is an Iraqi writer 
on energy affairs based in Beirut.
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