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How feverish growth and a shrinking dollar
have combined into inflated economies
too weak to fend off contagion from
the US mortgage meltdown

Property is hot, politics is not

one year on from the war
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DUAL [ANE MARKET

Last year's war has wrought changes in Beirut's real estate business. The high-end
segment has slowed to a crawl, but demand for midprice houses has accelerated.

By Nathalie Bontems Beirut

n a crowded commer in Ashrafiveh -

the Christian side of Beirut — the

Bilbao apartments are rising rapidly

from the ground. A few meters
away, fresh paint is being applied o the
ABC mall facade. blackened by a huge
bomb that shook the neighborhood a
few weeks ago. Remarkably, all the Bil-
bao apartments have sold briskly, and at
satisfying prices.

That Lebanese resilience is more
than a cliché is shown by the immediane
and sustained demand in real estate that
began as soon as last summer’s war
ended. Despite the open-ended political
crisis, the bombings and the uncer-
tainty, demand for new housing has

been more buoyant than was expected
and has even increased for specific
niches such as medium-sized apart-
meents in central Beirut and suburbs,
Purchasers hoping to buy low in the
current unstable atmosphere in
Lebanon, according to the old adage
“Buy in wartime and sell in peacetime,”
will be disappointed. The Hezbollah-
Israel war brought price rises to a brief
stop, but since the beginning of this
vear prices have risen again, though
confined mostly to specific districts.
Globally, the market has been rising by
3 percent for the past three months but
in some attractive arecas, it’s climbing
by 20 to 30 percent and up to 40 per-

cent in some districts such as the
“golden triangle™ of Ashrafiveh (from
51.400 per square meter in 2005 10
51,900 today). This paradox has several
explanations.

There's the surge in demand, of
course, but another factor lies in a
global trend not linked to Lebanese
specifics. “If the price increase [trend]
has stabilized itself during the immedi-
ate aftermath of the 2006 war, develop-
ers have stopped since January 2007
absorbing the increase of building
materials costs, such as iron {which
price has more than tripled in five
vears) and cement. It induced
7-10 percent increase in property pr
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in just a few weeks,” says Guillaume
Boudisseau, a real-estate consultant
with Ramco, a major agency in Beirut
“Besides, hiring Syrian workers, who
used 1o form the bulk of the construc-
tion workforce in Lebanon, got more
difficult as many have left Lebanon,
and more expensive, with their daily
tees climbing from %10 per day to 515
per day,” adds Sami Georges Maroun, a
developer in Lebanon and the UAE.,
The market also bears the impact of
the appreciation of the euro, which has
contributed to an increase in property
prices, since most heating and sanitary
appliances are imported from Europe
Lastly, all too many owners keep
bumping up the value of their proper-
tigs, some of which have been on sale
for months without a buyer being found
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Lack of land. Another of the major dri
vers of real estate price increases lies in
the nsing price of land: an amazing
20-60 percent, according to the area,
for the past two yvears, Confident that
the timing is right for investment,
developers keep buving land, as the
transaction records well show: Saradar
Bank paid about 518 million for a large
parcel in Ashrafiveh and the Jamil
Ibrahim company paid 325 million for a
4,200 square meter parking lot in the
suburb in order 1o build a 30-story resi-
dential building. “One major bank has
also sold one of the most atiractive
parcels in West Beirut where another
local developer has bought one of the
most expensive lands outside of the
downtown district perimeter,” savs
Boudisseau, who believes that these

few examples show how developers are

positioning themselves in the market
through high-potential invesiments. The
land is bought, but construction will
wall until quieter and safer times.

Still, about 200 new projects, most
of which were launched before the war,
are under construction in Beirut and the
capital is close (o saturation. "Good
spots are scarce and getting more
expensive at an average 54 000 per
square meter, says Chrnistian Baz, who
owns the Baz real estate agency in
Ashrafiych. Empty spots have been
raided since 2001 and developers are
now forced to buy old buildings that are
still inhabited, pay indemnities to get
people out (which 15 a ime-consuming
and costly procedure) and demaolish
evervthing to start from scratch. That,
of course, also has a severe impact on
the final selling price.

The mosi obvious change in the
Lebanese real estate marker is that



demand for average price houses now
far exceeds medivm-plus (o top-end
apartments and villas. Arab buyers are
now the only ones who can still afford
to buy in the high end — the 150-1 100
square meter apariments that go for
between 52 million and 510 myllion
Except they're not. The Arab investors
who formed the bulk of real-estate buy-
ers just 18 months ago have largely
ahandoned the Lebanese market

In parallel, the demand from the
Lebanese financial elite = who are buy
ing in the price bracket of between
700,000 and 51 million
2lowed down as customers can altord 1o

has also

wait for better times and good opportu
nities, or fogcus on very specific arcas
“In the Farava Mzaar mountains, the
square meter price jumped from 31,200
to 51,800 in three or four yvears, with
continuous demand,” savs Maroun

On hold. Such dramatic shilts have hit

some developers had. "S5ome luxury

||||_'||1..;.".:-. de l.'|-!-["l.'l'1- have sold close 1o

nothing for more than a vear.,” savs
the gian

=

Boudisseau. Solidere. i
landowner of much of Beirut’s down-
town distriet, had announced various
big-ticket projects last vear before the
war, but nothing 1n 27, Some projects
have even been stopped after excava-
tion work finished, the developers wait
ing for better times to get the construc-
tion license. “Most major developers
are finishing projects that they had
started before the war as they cannot
put them on ¢ven a temporary halt, but
they are not initialing new ones, wait-
ing for the country o stabilize,” says
Clapdine Badaro.

LUn the other hand, those who target
the $200,000-5%300,000 bracket could
do well as long as they stay out of the
high-end districts. “Asking for $2,000-
'ﬁ:_?‘i':l'.l‘ |"-_'| '\|,|IJ.I|'|_' IMEeer as some devel-
opers do in high-end areas means that

they target a very specific customer

wWhio may afford this kind of budget bul

who will rather be looking for large:
SPAces b says Boudissean

The boom, of course, 15 in the mid-
dle segment, where the shift in the liv-
ing arrangements the Lebanese are
choosing for themselves is most evi
dent. The demand is for small 1o
medium apartments that still answer
Lebanese requirements such as a room
for a maid, a large reception room and a
hathroom tor esch bedrosom.,

Developers haven't caught up, per-
sisting 1n offering large size apart
ments. “Developers consider that going
to more popular districts s not good for
their business image, sayvs Boudisseau
“Some areas are full of empty stands
and parking lots, but they're not con
sidered trendy enough. Developers sim
ply refuse o go there.”

AL A consequence, it's now getn
harder and harder 1o find new hous
that lies in the S200.000-525i
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bracket. Due to the surge in demand
and their relative scarceness, prices of
small and medium-sized apartments
rose between 20 and 30 percent in some
cases. A 250 square meter apartment
now costs as much as a 300 square
meter one did i 2004,

New Kind of consumer. Mevertheless,
the market 15 starting to change.
Twenty-seven percent of the 55 projects
under construction in Ashrafiyeh now

include 100 to 200 square meter apart-
ments. “We were the first developers o
focus on this segment so that's why we
benefit from a sustained demand,” says
Chent Aoun from MALC, a real estate
developer specialized in small and
medium sized apariments. “The aver

age budget revolves around 3300 ,000
for 200 square meter apartments and we
also work a lot on 130 square meter
apartments at $250.000."

MATERIALS

LABOR

Since the summer war

the cost of raw materials,
such as iron and cement
has risen dramatically

Labor is now more
BXpensive, as many

syrians, the mainstay of
the workforce, have |eft

Property prices have

been warped by the
strength of the eur,
because of import costs
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Stll too expensive for the middle
class, these smaller apartmenis have
proved attractive to Lebanese expatri
ates, “There are two kinds of expatriate
buyers,” says Maroun. “Those who see
this purchase as an investmenit and
those who want at least a foothold [in
their country]. And it must also be
taken into consideration that more ofien
than not, parents hiving abroad help
locals buy here.”

Aoun has sold 40 percent of the Bil
bao apartments to Lebanese living abroad,
40 percent to single independent women
and 20 percent to newly weds, at an aver-
age 51,200 per square meter. “Expatriates
also see this purchase as an investment as
they know they can rent the place later on
if needed,” he says. “Our other target is
the independent women segment, 45 in
[ .ebanon, because of the civil war, there's
a demographic disequilibrium between
men and women in favor of the latter.
There are many working, cultured women
— gxecutives who can afford this kind of
apartment. That’s why we propose a dif-
ferent way of life in our buildings, includ-
ing lofts with high ceilings and with a
designer’s touch.”

Aoun’s approach 15 unusual among
Lebanese developers, who prefer 1o
cater o expatriates. With the number of
Lebanese hiving abroad on the rise, this
category of buyvers has become the main
farget of the new residential projects that
are now under construction,

Expatriate buyers have everything to
attract developers, explains Baz
“They 're the ideal client: expatriates are
serious, they have the money, they want
pridessional leedback and service, and
they make fast decisions because they
usually come to Lebanon specifically 1o
buy. Locals can keep us waiting for
months. Many must wait for housing
loan approval and most don’t buy after
secing the plans; they want to see the
finished building before making a deci
sion.” Besides, expatriates have the
means to widen their budget if need be.,
“Expatriatcs are ready to pay 30-40 per-
cent more than their inital budget w get
a bigger place or one that really seduces
them, especially those living in Europe
and who are favored by the curo cur-

>




Special Report

rency, says Badaro, “They are aware
that for the same amount they would
have spent for a studio mn Europe, they
can get a vast apartment here.”

F:l._" 1% that I.__'|I||_'- I-\..l'.'. from S0
'0 percent of the market currently rest-
ing on Lebanese expatriates’ demand,
misian ' married .-l::|‘:-.'*~ who are on the
lookout for a S300 000 apartment

v |'*-.|'l._||'|.:|-._'- are notl worried ny

political tremors and they have this

amazing way of falling back on their
el
ited 70000 times in July.

An estimated 6O 0 Lebanese have

says Haz, whose websile was vis

traveled to the Gulf region seeking jobs

since the J00G war, and very
cantly. more and more |

offer specific housing loans (o Lebanese

liv ifg i the Gulf. But there are also
those who have gone (o BEurope, Afnica
and North America. All now drive the
market for medivm and the occasional
h FNeT: end properties

“For instance. Lebanese Shi'ites
from Africa , IM1gZeTI

; s
and Ivory Coast — are obsessed with the

mostly Senega

rk of Jnah. =avs a real

“Despite the |

: o
It 5 Quite expensive, at least 52000 per

SUNANE Mmeter "-\;'-. absolutely refuse to

That's the perfect proto-

ook elsewhers,

ivpe of the expatrniates district, devel
oped through a tight personal contacts
e T
wide net of acquaintances handles the
whole operation and organizes what’s

called table rounds: very specific poten-

LAND

Land Is already scarce, ' e |
yet developers and
speculators buy up

without building
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tial buvers are mmvited and the project 15
sold in advance through word of mouth

1 devel-

At least 20 new projects arg bei

oped in Jnah that way.

Among the expatriates living in the
West, a small elite 15 ready to spend
$2.000- 52,500 per square meter; the
Mena Tower project in the luxurious
Sursock area has not even started con-
struction, but it has already been com-
pletely sold, mainly (o Lebanese expatri
ates in the US, at $3,000-55,000 per
sl all odds, the Lebanese real

15 tar from moribumd,

%
gstate markel
“We are aware of the current securily
issues, but in the medium term, buying
real estate in Lebanon remains a sound
investment in high-potential areas near
the tradiionally attractive districts [t"'s
a calculated rizk and a smart move,”
sdays Boudisseau

And in the mediom term, Lebanese
i [EY ._'i.'|'-;_'|w. Nav |_'||-| |-.'~.: |||'-!:'l|,' I & refurn
of Arab investors, as discreet but unmis-
takable hints show may be underway
the Ashrativeh Tower project — which
was the first of its kind to include very
large apartments (360 square meters),
has just been sold to Gulf investors. In
good times or bad, the Lebanese market
never ceases o exert some Kind ol
attraction over investors, whether they

live 1in or out of Lebanon
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