Colliers

INTERNATIONAL

ABU DHABI | UAE

REAL ESTATE MARKET OVERVIEW

Q2 2014




OVERVIEW REPORT | ABU DHABI | REAL ESTATE| SECOND QUARTER | 2014

485 offices in
63 countries in
6 continents

United States: 146
Canada: 44

Latin America: 25
Asia Pacific: 186
EMEA: 84

* $2.1 billion in revenue

485 offices 63 countries

* 15,800 employees

» $75 billion in transaction volume across more than
80,000 sale and lease transactions

+ 1.46 billion square feet under management

SERVICES OFFERED BY COLLIERS INTERNATIONAL
» Strategic & Business Planning

» Economic Impact Studies

» Market & Competitive Studies

Highest & Best Use (HBU) Studies

» Market & Financial Feasibility Studies

Financial Modelling

» Mergers & Acquisitions Assistance

» Buy side Advisory/Sell side Advisory

» Sale and Leaseback’ Advisory

» Public Private Partnership (PPP) & Privatisation

» Operator Search & Selection and Contract Negotiation
» Land, Property and Business Valuation

» Asset & Performance Management

+ Site Selection & Land / Property Acquisition

» Performance Management and Industry Benchmark
Surveys

Colliers

INTERNATIONAL

For further information please contact:

lan Albert

Regional Director | Middle East
ian.albert@colliers.com

P.O. Box 71591 | Dubai | UAE
Main: +971 4 453 7400

Mansoor Ahmed

Director | Development Solutions
mansoor.ahmed@colliers.com

P.O. Box 94348 | Abu Dhabi | UAE

Main: +971 2 619 2460 | +971 4 453 7400
Mobile: +971 55 899 6091

Summary

Colliers International Abu Dhabi Real Estate Overview Q2 2014
provides a brief snapshot of the key factors impacting the Abu Dhabi
property market and future outlook. The summary is presented below:

RESIDENTIAL REAL ESTATE SECTOR

w» Supply2014 @ Demand 2014 ‘ Shortage

241,000 Units 292,000 Units 51,000 (21% of Supply)

12% YOV Increasein Rentals 9% YOY increase in Sales Prices

8% Gross Rental Yield 5.5% YOY Increasein Population

Opportunity for Affordable Housing for Non National
Investment

Higher Returns are Witnessed in Developments Offering

Social Infrastructure Facilities such as Healthcare,
Education and Community Retail

COMMERCIAL REAL ESTATE SECTOR

wp Supply 2014 @) Demand 2014 ' Excess
2.9 Million mz 2.7 Million m? 198,000 m2 (7% of Supply)

Stabilisation observed in YOY Rentals and Sales Prices*
9% Gross Rental Yield 5% YOY Increase in Office Employees

Overall an Over Supplied Market, but Limited Grade A office
Space

Future Demand for office space expected to be concentrated in the
New CBD (Al Marayah Island & a portion of Al Reem Island), and
Masdar City & Abu Dhabi Airport Freezone offering Free Zone
Status to Tenants

*limited supply of office space for sale

RETAIL REAL ESTATE SECTOR

w» Supply2014 @ Demand 2014 ' Shortage

1.3 Million m2 1.4 Million m2 66,000 m? (5% of Supply)

Marginal / NO Yoy changes in Rentals
Annual Footfall Across 5 Key Malls* in Abu Dhabi 71 Million
74% of the Population are Gen X & Y
The New Anchor Stores are F&B

12% of Mall Tenants in in Abu Dhabi are F&B, Compared to
20%+ in Dubai

Retail Products Combining Leisure & Entertainment with

a Shopping Environment are Outperforming Conventional Shopping
Centres

*Marina, Mushriff, Al Wahda, Khalidiya and Abu Dhabi Mall
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ABU DHABI 2013 ECONOMIC STATISTICS

Total GDP Growth 48(%)
9.8% Non 0il GDP Growth

Real Estate GDP Growth 12.60/0

Real Estate Represents 4.8% of GDP

130/0 Inflation

ABU DHABI 2013 POPULATION STATISTICS

UAE Nationals: 204%

71% males

Average Annual Population Growth Rates 2005 —
2012

8.1%

ABU DHABI 2013 CONSTRUCTION STATISTICS

The number of new buildings completed during
the fourth quarter of 2013 totaled 856 buildings

The Majority of Demand in Abu Dhabi is Currently

for Affordable Housing

1. Macro Economic Climate

The wider economic climate of a market is an important factor in
predicting future real estate demand. Typically, markets with strong
economic performance indicators see strong demand across real
estate asset classes.

* According to the World Economic Forum in the Global
Competitiveness Report 2013, the UAE ranked 5" globally in
‘goods market efficiency’ and 7t globally in ‘labour market
efficiency’.

* The UAE ranked 26™ in ‘innovation’ (Global Innovation Index 2013)
and is partnering with some of the world’s leading educational
institutions to further enhance the country’s education sector.

* According to the Ministry of Economy, the country is currently
heading towards a knowledge-based economy, spurred on by the
diversification and the development of capabilities outlined in the
government’s 2021 vision.

* The UAE witnessed a 3% CAGR in disposable income from 2007 to
2012. This has resulted in residents being able to spend more on
leisure, entertainment and food & beverage.

Exhibit 1: Abu Dhabi GDP by Economic Activity at Current Prices
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Exhibit 2: Abu Dhabi Population Pyramid
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9,000 Additional Units
in 2014
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4% YQY Increase

Exhibit 3: Existing Distribution of Apartment Units by

Unit Type
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Exhibit 4: Existing Distribution of Villas by Unit
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Exhibit 5: Existing Average Sizes of Apartment
Units by Unit Type
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Exhibit 6: Existing Average Sizes of Villas by Unit
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2. Residential Sector Overview
2.1 SECTOR DEFINITION

Abu Dhabi Island District is currently the most densely populated residential
district within the Emirate of Abu Dhabi. This trend however is changing, with the
emergence of masterplan projects outside Abu Dhabi island i.e. Saadiyat Island,
Al Raha, Al Reem, Hydra, Al Reef and individual villas (and small compounds) in
Khalifa A, Khalifa B and Mohammed Bin Zayed City.

2.2 SUPPLY

According to Colliers International’s estimates, residential supply in Abu Dhabi
metropolitan totalled 232,000 units by the end of 2013. Analysing this stock
further, along with comprehensive supply surveys conducted by Colliers, 40% of
the cumulative supply targets the high-end market.

Since much of the new supply was initially planned to target the higher end of the
market and was absorbed by speculators, developers are now seen reviewing
and re-positioning their project pipeline to increase the supply of lower and mid-
market products while also focusing more on community facilities such as medical
centres, schools and retail components that are likely to add more value to the
development.

Exhibit 7: Cumulative Residential Supply Estimates
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Given that 44,000 units are expected to enter the residential supply in the coming
five years, it is even more important to maintain high construction standards and
develop substantial support services (school, retail, clinic etc.) in order to maintain
the competitive positioning of the development.

2.3 DEMAND

Demand for residential units in Abu Dhabi continues to surge on the back of an
increasing population. The global economic downturn in late 2008 however was
followed by more cautious market sentiments which resulted in a drop in both
rentals and sales prices.

Colliers estimates residential demand in Abu Dhabi Metropolitan to reach 290,000
units by the end of 2014. This number is expected to exceed 360,000 units in
2018.
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ABU DHABI 2014 RESIDENTIAL DEMAND

15,208 Additional

0,
Units in 2014 6% YOY Increase

Exhibit 8: Estimated Demand for Residential Units
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Metropolitan)
Cumulative
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(2018)
Average
Household
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Clearly delineated by nationality, the majority of demand
from UAE Nationals is for mid to high-end villas,
whereas expatriates are far more likely to occupy
apartment units.

Exhibit 9: Average Rental Rates
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+12% in Q1 2014 Vs. Avg. 2013

Rents have increase 9% during Q4 2013 — Q1 2014

Given that demand is likely to grow at a higher rate
than supply, together with a significantly
undersupplied market and the removal of the rental
cap in the Emirate of Abu Dhabi is likely to lead to an
increase in rental rates in the short term. This will
increase the appeal of residential accommodation
from an investment standpoint.

Exhibit 10: Average Sales Prices
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2. Residential Sector Overview contd.
2.4 PRICING /| MARKET PERFORMANCE

Rental rates and sales prices are subject to location, quality of finishes, unit sizes,
and onsite amenities. The following chart illustrates the average rental rates for
apartments by location. Such averages are skewed by location, quality of
finishing, age of building and target demographic. They do, however, provide
indicative growth patterns.

Rental Rates: Rental rates across apartments in Abu Dhabi withessed an overall
drop since 2008 (Refer Exhibit 9), however, 2014 has witnessed a YOY increase
of 12%. Today, the highest rentals are achieved in Al Raha, Al Reem Island and
the Corniche (Refer Exhibit 11).

Exhibit 11: Average Apartment Rental Rates in Sample Locations
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Sales Prices: Since 2008, residential sales prices have also witnessed a
substantial drop, however, since late 2012, sale prices are witnessing an upward
trend with average prices increasing by 9% from the previous year (Refer Exhibit
10).

2.5 OUTLOOK

® Colliers expects Abu Dhabi’'s residential real estate market to continue to
experience strong demand over the short to medium term as the economic and
population growth continues, with an expected shortage of 51,000 units by
2018.

* The removal of the rental cap in the Emirate of Abu Dhabi is likely to further
contribute to an upward trend in rentals, making Abu Dhabi more lucrative from
investment / return (yield) prospective.

* Foreign ownership residential units are currently limited to high-end waterfront
developments (with the exception of Al Reef and Hydra). This limitation in Abu
Dhabi’'s residential market creates an opportunity for developing affordable
housing within the Emirate.

KEY MESSAGES
Emergence and More Demand for Master Plan Developments
Demand for Affordable Housing

Higher Yields Compared to Other Emirates

Limited Supply of Affordable Villas for Non National Investment

5 | Colliers International | Accelerating Success | www.colliers.com



ABU DHABI 2014 COMMERCIAL SUPPLY

Additional 146,750 m2
in 2014 5% YOY Increase

Exhibit 12: Existing Cumulative Office Supply by
Grade
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Exhibit 134 Typical Occupier Space Profiles
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The majority of private tenants in Abu Dhabi require
small office space as opposed to full floors. This pattern
of demand should be accounted for when designing
office space in the city. The case is different for
government agencies and government related
organization. Their spatial requirements tend to be on
the large side.

Exhibit 14: New Businesses Registered in AD
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3. Commercial Sector Overview
3.1 SECTOR DEFINITION

Office space in Abu Dhabi is defined from both a location and tenant profile
perspective. The majority of Abu Dhabi’s marginal primary grade office space
leased to tenants is located on Hamdan and Khalifa Street, within the quadrant
known as Al Markaziyah. This area also includes primary grade government-
owned buildings located along the Corniche. The most recent primary grade office
space is available in Al Reem Island, Al Raha Beach (Aldar HQ), Khalifa Park, Al
Maryah Island, Etihad Towers and Nation Towers on the Corniche.

3.2 SUPPLY

Existing purpose built office space in Abu Dhabi reached 2.7 million m2 NLA (Net
Leasable Area) by the end of 2013. Although there are a number of dedicated and
World class office buildings in the city, such as Al Maryah Island, Aldar HQ, The
Nation Tower, Etihad Tower, Al Mamoura Towers, etc., however, they are Imited
in number. This is set to change with the provision of new office space currently
under construction and in the planning stages.

Exhibit 15: Cumulative Commercial Supply Estimates
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By 2030, UPC estimates office supply in Abu Dhabi Island to reach 4.4 million m?,
Mainland at 2.8 million m2 and North Coast at 340,000 m2. The major
developments where office supply will be concentrated by 2030 are Al Maryah
Island (1.6 million m2) and Al Reem (1 million m?). The focus of forthcoming office
development is on primary grade office space.

As the government is working towards diversification strategies and investing in
economic development initiatives which translates into higher demand levels
towards office space, vacancy rates across Abu Dhabi has been on the rise. This
is due to the supply of office space outpacing current demand levels. Colliers
therefore anticipates that rents will continue to remain stabilised.

3.3 DEMAND

Demand for office space in Abu Dhabi is clearly dictated by quality, and is
primarily dependant on two factors, namely, the number of office employees and
the floor space occupied per office employee.

When estimating demand for office space in Abu Dhabi, Colliers has maintained
the international benchmark for office space as specified by the Royal Institute
Charted of Surveyors (RICS), of 10 m? — 12 m?2 per office worker.
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in 2014 5% YOY Increase

Exhibit 16: Estimated Demand for Office Space

White
Collar
Workers
Cumulative
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3.3 million
m?2 (2018)
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Space per
Worker

GENERATION Y AND ITS INFLUENCE OF OFFICE
SPACE DEMAND

Definition: What is Generation Y

* Generation Y, is the generation of techno-savvy,
digitally sophisticated twenty to thirty year olds, who
are now coming to dominate the workplace.

Key Implications for Office Markets

* A key impact of Generation Y will be on the orientation
of office space: creating an integrated workplace
which combines the need for more efficient workspace
with flexible meeting rooms and more fun/social
space.

Exhibit 17: Average Rental Rates
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Marginal Changes / Stabilisation in Rents Have
Been Observed Since 2012

Exhibit 18: Average Sales Prices
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ABU DHABI 2014 COMMERCIAL DEMAND

Additional 127,600 m2

3. Commercial Sector Overview contd.
3.3 DEMAND CONTD.

Applying the average benchmark suggested by the RICS (i.e. 11 m?) to the
current number of office employees in Abu Dhabi, Colliers estimates total demand
at 2.7 million m?in 2014.

Going forward, demand for office space will correspond with the increase in white
collar workers. Considering the projected growth in employment, Colliers
estimates cumulative office demand to reach 3.2 million m? by 2018. Given the
demographic characteristics, with the majority of the labor force consisting of 20
to 30 year olds, there will be significant focus on flexibility in design and more
open/social office spaces, also known as the “Generation Y” effect.

3.4 PRICING / MARKET PERFORMANCE

Post the global economic downturn, the office sector in Abu Dhabi has witnessed
significant decrease in rental rates and sales prices, which is not stablised.

Rental Rates: Overall, rental rates across Abu Dhabi withessed a substantial
drop since 2008 (Refer Exhibit 17). However, the rental rates are now stabilising
and witnessed a YOY drop of 5% in 2014.

Exhibit 19: Average Commercial Rental Rates Comparison by Location
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Sales Prices: Sales prices across Abu Dhabi witnessed a substantial drop since
2008, however, the average prices are now also witnessing stabilization.

3.5 OUTLOOK

¢ With the development of Al Maryah Island, Masdar city, the Abu Dhabi Airport
Free Zone, most of the demand for office space in Abu Dhabi will be captured
by these developments, given that they are offering the Free Zone status to
their tenants.

* Abu Dhabi, in general, suffers from an oversupplied office market, vacancy
rates are high and they are expected to increase further given the scale of new
supply expected to enter the market.

¢ Government bodies and government related entities will remain the most active
in the market in terms of demand in comparison to the private sector.

¢ Without increasing the private sector’s share of demand, the market is expected
to remain oversupplied.

KEY MESSAGES

Emergence of Free Zone Developments

Increased Demand for Grade A Office Space, followed by Grade B
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4., Retail Sector Overview

Additional 407,600 m?2
in 2014 45% YQY Increase

Exhibit 20: Footfall of Existing Key Shopping Malls
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Regional and super regional retail space
are concentrated in Abu Dhabi Island —
risk of geographical imbalance

Abu Dhabi International Airport is
currently  undergoing a  capacity
enhancement program in order to

accommodate the anticipated 17 million
annual passengers by 2017 from 14.7
million passengers in 2012 (CAGR 3%).

The 30 milion passengers a year
estimated to pass through the new
Midfield Terminal Building (MTB) at Abu
Dhabi Airports (Scheduled 17/7/17)

Increasing passenger volumes are likely
to drive shopping, leisure & entertainment
demand.

Total Retail Spend
2013: AED 23.3 Billion
2018: AED 30.9 Billion

Average Retail Density (Excluding
Non Malls)

AED 12,600 per m2 p.a

4.1 SECTOR DEFINITION

Abu Dhabi’s retail market has been witnessing continuous growth in retail
spending over the past five years, which has been used to support the case for
increasing demand for retail space in Abu Dhabi.

The market however, is potentially facing the risk of geographical imbalance of
over concentration of planned retail developments, given that the majority of GLA
is concentrated in Abu Dhabi Island.

The retail market in Abu Dhabi is less dependent on tourist spending compared to
Dubai, yet is supported by the proportionately stronger spending power of
residents.

4.2 SUPPLY

The Urban Planning Council (UPC) segments the Emirate’s retail supply into five
broad categories depending on GLA and support population; super regional,
regional, community, neighbourhood and convenience stores. Retail supply
outside these categories is classified as “non mall” supply.

At the beginning of 2014, Colliers estimates that Regional Shopping Malls
dominate the organized retail market in Abu Dhabi, representing nearly 50% of
shopping mall space.

Exhibit 22: Distribution of Organised Retail Space in Abu Dhabi
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Cumulative shopping mall supply (>3,000 m?), as at the end of 2013, reached
902,000 m2 within the Abu Dhabi metropolitan area and is poised to reach 1.33
million m2 by the end of 2014 with the addition of a number of major new shopping
centres, subject to avoiding any further project delays. Shopping malls scheduled
for delivery this year includes Nation Tower (Q2 2014), Paragon Mall (Partially
Opened) and Yas Mall (Q4 2014).

Exhibit 23: Cumulative Retail Supply Estimates
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4. Retail Sector Overview conc

Additional 68,000 m2
in 2014 5% YOY Increase

Exhibit 24: Estimated Demand for Shopping Mall
Space

Population

Cumulative
Resident Demand
estimated at 1.7
million m2 (2018)

Benchmark
Retail Space
per capita

Blended Annual Rents for Large
Anchors

AED 650 — AED 800 per m? p.a

Blended Annual Rents for Line
Stores

AED 1,800 — AED 3,500 per m? p.a

Abu Dhabi’s shopping, leisure and entertainment
market is developing significantly with the introduction
of Ferrari World, Yas Water World and the soon to be

handed over Yas Mall in Yas Island.

Other major projects that are likely to impact the retail
market are the airport expansion, Etihad Rail and the
Cultural District on Saadiyat Island. The latter consists
of The Louvre Abu Dhabi followed by Zayed National
Museum and Guggenheim Abu Dhabi in 2017.

These museums will be vital to the development of
Abu Dhabi as a regional cultural centre and also raise
investor interest and increase the value of real estate
developments located in close proximity to these

projects.

4.3 DEMAND

Assessing demand for retail space in a community relies on a number of factors
which include the general affluence of the community and levels of discretionary
disposable income.

The International Council of Shopping Centres (ICSC) has published a guideline
suggesting that developed communities can absorb a supply of 2 m2 GLA per
head of population. This is broken down into formal shopping mall space (1.1 m?
GLA per head of population) and other retail space (0.9 m2 GLA per head of
population).

Given the high levels of disposable income and the general affluence of Abu
Dhabi residents, there can be little doubt that the ICSC guideline could very safely
be applied to assess demand for retail space in Abu Dhabi.

Applying the ICSC guideline to population, by the end of 2013 Abu Dhabi had the
capacity to absorb a total supply of 1.3 million m2 of formal shopping mall space.
Keeping in line with the international benchmark of 1.1 m?2 per capita, retail
demand by residents is likely to exceed 1.7 million by 2018.

4.4 PRICING / MARKET PERFORMANCE

Average line rentals in shopping malls in Abu Dhabi range between AED 1,800
and AED 3,500 per m2 per annum.

Exhibit 25: Average Retail Rental Rates
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4.5 OUTLOOK

* Demand for retail in Abu Dhabi will continue to increase over the short to
medium term, provided the continuous growth in population and economic
indicators maintain their course.

¢ Despite upcoming supply, Abu Dhabi is still considered to be limited in terms
of offering different retail formats and brand presence compared to Dubai,
and has opportunities for a super regional mall positioned with leisure and
entertainment offerings.

* With the population projected to increase outside Abu Dhabi Island, there
may be room to explore different retail formats within these cities. The
government has planned for a number of municipality community malls in a
number of upcoming locations.

* With the increases in shopping mall space from Al Raha Beach, Al Yas Island
and Al Reem lIsland, the core characteristics of the retail market are set to
shift again, towards tourism-driven and community-supporting shopping
malls.
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transactions

 1.46 billion square feet under
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SERVICES OFFERED BY COLLIERS
INTERNATIONAL

» Brokerage Sales and Leasing

» Corporate Solutions

» Development Solutions

* Hotel Services

» Healthcare and Education Services
* Investment Services

» Project Management Services
Real Estate Property Management
Services

* Research Services

» Retail Advisory Services

* Valuation and Advisory Services
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P.O. Box 71591 | Dubai | UAE
Main: +971 4 453 7400

Mansoor Ahmed
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COLLIERS INTERNATIONAL

Colliers International is a leading global real estate services organization defined by our spirit of
enterprise. Our 15,800 professionals in over 480 offices worldwide are dedicated to creating
strategic partnerships with our clients, providing customised services that transform real estate
into a competitive advantage.

COLLIERS INTERNATIONAL MENA REGION

Colliers International has been providing leading advisory services in the Middle East and North
Africa region since 1996 and in Saudi Arabia since 2004. Regarded as the largest and most
experienced firm in the region, Colliers International’'s expertise covers Hotels, Residential,
Commercial, Retail, Healthcare, Education and PPP sectors together with master planning
solutions, serviced from the five regional offices, i.e., Abu Dhabi, Dubai, Riyadh, Jeddah & Cairo.

Colliers Research Services Group is recognized as a knowledge leader in the industry, providing
clients with valuable market intelligence to support business decisions. Colliers’ research analysts
provide multi-level support across all property and business types, ranging from data collection to
comprehensive market and competition analysis.

OUR SPECIALISATIONS
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S
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Education & Hum Infrastructure & Public
Capital Private Partnership

Best Financial Advisor Y Best Real Estate Advisor in the MENA
in the Middle East and Africa Al oy Region for Advisory and Valuations

WORLD FINANCE | Public Private Partnership Award 2013 o @ EUROMONEY | Real Estate Award 2012

The information contained in this document (the “Report”) has been obtained from sources deemed reliable. While every reasonable effort has
been made to ensure its accuracy, we cannot guarantee it. No responsibility is assumed for any inaccuracies. Readers are encouraged to
consult their professional advisors prior to acting on any of the material contained in this report.

Colliers International makes no warranty, representation or undertaking whether expressed or implied, nor does it assume any legal liability,
whether direct or indirect, or responsibility for the accuracy, completeness, or usefulness of any information that contain in the Report. It is not
the intention of the Report to be used or deemed as recommendation, option or advice for any action (s) that may take place in future.

Unless otherwise stated, all information contained in this Report shall not be reproduced, in whole or in part, without the specific written
permission of Colliers International.
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