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marginal across submarkets, indicating a 
persisting stability in most of Dubai’s 
of�ce districts.  This resulted in marginally 
higher closures in Q2 and the busiest 
Ramadan in recent years as both tenants 
and landlords looked to close transactions 
at competitive lease terms before an 
impending change in market rentals 
during summer. However, scrutinizing the 
year-on-year change in rents, Dubai’s 
prominent of�ce districts demonstrated a 
fragmented market.

Prime central Dubai, both Downtown and 
Sheikh Zayed Road (Trade Centre to First 
Interchange), saw a 6% drop in rents as 
they experienced growing competition 
from the arrival of new Grade A supply at 
Dubai Trade Center District (DTCD) and 
Dubai Design District (D3) coupled with 
competitively priced Grade B stock in 
Business Bay. Both DTCD and D3 offer 
Dubai Economic Department (DED) and 
freezone ownership formats within the 
developments and are witnessing robust 
absorption, paving the way for future 
phase deliveries. Interestingly, D3 exhibit-
ed an exponential rise of around 70% in 
rents, largely due to its attractive lower 
initial base rents and high phase 1 
occupancies.

Rental growth - Q2 2016 vs Q2 2015 Secondary Prime

Market 
Performance A number of factors, such as extremely high 

occupancies, sustained demand from 
Banking Financial Services and Insurance 
(BFSI) and ancillary sectors, robust regula-
tions and largely single owned Grade A stock, 
have exerted moderate upward pressures on 
the DIFC of�ce market as the freezone 
witnessed a 6% increase in rents.

On the contrary, due its two-tiered strata 
nature and oversupply issues, Business Bay 
continues to see marginal softening of rentals, 
evidenced by a 3% drop. As the submarket is 
relatively new and yet to be fully developed, 
Business Bay’s average of�ce occupancy 
levels are at just 60%. Furthermore, we see 
buildings located in the interior of Business 

Bay facing decreased space take-up 
compared to the buildings located near 
Sheikh Zayed Road as a gap in infrastruc-
ture and access is yet to be resolved. 

Nonetheless, as Business Bay nears 
completion, we expect absorption levels 
to moderately increase by the burgeoning 
demand from start-ups and SMEs, who 
are increasingly choosing the district due 
its competitive entry price and central 
location.

JLT exhibited the sharpest drop of 10% in 
rentals as the submarket  largely consists 
of strata owned Grade B stock. New 
deliveries, such as the Mazaya Business 
Avenue, add to the existing oversupply 
while offering entry points as low as AED 
60/sq. ft. annum, further lowering the 
market average. However, due to the 
wide bandwidth of entry points in this 
submarket and proximity to prominent 
residential clusters, we continue to see 
consistent demand from corporates, 
start-ups, SMEs and a revived interest 
from metal-based commodity tenants. 
Electrolux, Emerson and Continental 
were amongst the few major tenants 
taking space in this freezone during 2016. 
Furthermore, Grade A properties such as 
Almas Tower and One JLT, which 
command almost 60% higher rentals than 
JLT’s market average, have maintained 
relatively steady rentals in this quarter.

he of�ce market displayed 
similar enquiry levels in both Q1 
and Q2 2016 and the shift in 
rentals on a quarter-by-quarter 

-6%

-6%

6%

10%

-7%

-10%

-3%

5%

4%

2%

-15% -10% -5% 0% 5% 10% 15%

Downtown

SZR

DIFC

Tecom(DIC/DMC/KV)

Tecom C

JLT

Business Bay

Bur Dubai

Deira

DHCC

An International Associate of Savills

Core Research
Dubai Property

Market in Minutes
Dubai Office Market Q2 2016

Assessing Supply 
s of Q2 2016, Dubai has 
around 8.3 million sq. m. (90 
million sq. ft.) of of�ce stock, 
out of which only about 30% 

currently quali�es as prime. Around 
700,000 sq. m. (7.3 million sq. ft.) of 
additional supply is expected to come 
online by 2018, with Business Bay 
accounting for about 30% of this. 

However, we expect these �gures to 
contract due to delays and phasing of 
supply as developers increasingly align 
deliveries to market conditions.

Source: Core - UAE Associate of Savills * 
*Supply figures may change due to delays and phasing of deliveries.
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Office occupancies Q2 2016
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Dubai office rental range - Q2 2016 
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Gross rental yields Q2 2015 vs Q2 2016

Source: Core - UAE Associate of Savills

Q2, 2015 Q2, 2016

Both JLT and Business Bay have seen a 
steady shift in sentiment as tenants 
strengthen their position while landlords 
slowly respond to the market conditions 
amidst growing competition. As a result, 
landlords are offering a raft of incentives 
such as contributions in �t-outs, extend-
ed rent-free periods and shorter lease 
terms to retain or attract new tenants, 
although aiming to keep headline rentals 
steady.

Tecom (DIC/DMC/KV) emerged as the 
highest performing established of�ce 
submarket, displaying a 10% rise in rents. 
Occupancies hover northwards of 90% 
across most towers and we see a strong 
demand, especially from existing technol-
ogy and media occupiers looking to 
expand, not being met due to constraints 
in supply. Moreover, the only new supply 
coming to the market – The Edge - was 
almost entirely pre-leased by Oracle, 
echoing the burgeoning demand for this 
freezone. Although landlords in Tecom 
are becoming more �exible, this gap in 
supply is expected to bolster their negoti-
ation capabilities. Conversely, the recent-
ly renamed Barsha Heights (Tecom C) 
experienced sluggish activity levels and 
saw its rent drop by 7%.

Old Dubai of�ce micro-locations - Bur 
Dubai and Deira - remain a stronghold for 
traditional businesses and exhibit very 
high occupancies. Despite the older 
quality stock and smaller of�ce units, we 
see both these locations witnessing rental 
rises facilitated by steady demand from 
its captive market. However, Deira at 4% 
rise in rents, lagged marginally from Bur 
Dubai’s 5% rise. Moreover, we also saw 
newer buildings in Garhoud achieving 
higher rents and absorption when 
compared with Bur Dubai and Deira.

Dubai Healthcare City (DHCC) exhibited 
increased activity levels as many health-
care and pharma-based entities took 
space in the last 2 quarters and demon-
strated a marginal rental rise of 2%. On 
the other hand, we also saw landlords be 
increasingly �exible as they were willing to 
offer attractive overall lease terms for 
larger �oor plate requirements.

The of�ce sales market witnessed a drop 
in prices across all locations with second-
ary districts, such as Business Bay, 
Tecom C and JLT seeing a higher yoy 
decline at 9%, 13% and 16% respective-
ly, indicating a declining investor interest 
in favour of more established locations. 
DIFC (3% decline yoy) retained its position 
as a top performing location as strong 
investor demand persists for quality Grade 
A commercial product that is well 
managed, with suf�cient parking and lifts, 
large �oor plates and high pro�le tenants. 
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However, Downtown, due to its controlled 
stock and limited second-hand sales, 
demonstrated a less liquid market as cash 
rich landlords are not pressed to sell in a 
bottoming market. 

We don’t expect an immediate revival in 
sales prices in the near term, however, a 
mechanical yoy rise in yield levels has 
materialized across most of the of�ce 
submarkets as rental drops have not 
echoed the sale price drop to the same 
extent.

This report is for general informative purposes only. It may not be published, reproduced or quoted in part or in whole, nor may it be used as a basis for 
any contract, prospectus, agreement or other document without prior consent. Whilst every effort has been made to ensure its accuracy, Core, UAE 
Associate of Savills, accepts no liability whatsoever for any direct or consequential loss arising from its use. The content is strictly copyright and reproduc-
tion of the whole or part of it in any form is prohibited without written permission from Core’s Research Team. © Core, UAE Associate of Savills


