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COMMERCIAL MARKET OUTLOOK

Office rents stabilise

During Q3, rents across Sharjah’s main office submarkets remained
stable, with the prime areas of Al Majaz retaining their position

as the city’s most expensive submarkets. Despite this, rents in the
prime areas of Al Majaz still stand almost 12% below this time last
year, while the fringe areas of Al Majaz have seen rents surge by just
over 18% in the 12 months to the end of Q3 2014.

Looking just at the first nine months of 2014, the best performing
submarket was Al Soor, which recorded a 9% growth in office rents.
This was followed by the fringe areas of Al Majaz (8.3%), while rents
in the prime areas of Al Majaz remained stable at AED 75 psf over
the same period. We attribute the flat rents to the sudden drop in
rental rates across some Grade A buildings in the area.

This has been recorded in schemes where stubborn landlords who
were previously reluctant to lower rents are now being forced
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12-month change in rents in fringe 12-month change in rents in fringe
areas of Al Majaz areas of Al Soor

Source: Cluttons

to reassess their options due to prolonged void periods. This
behaviour has started to undermine rents in the area, which is
being further exacerbated by landlords attempting to undercut
one another in an attempt to drive take up.

Pressure expected to build on Grade A rents

Like elsewhere in the UAE, occupiers are focussed on Grade A
stock, which remains in limited supply. In particular, high spec
Grade A space with adequate parking provisions continues to
be highly sought. While most top tier schemes do offer ample
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parking, these quality developments are operating at close to full
occupancy.

The overall development pipeline of new office schemes remains
limited. The only notable new scheme in central Sharjah is the
recently completed AED 130 million 40-storey Al Hind Tower in
the Al Majaz area, with asking rents standing at AED 60 psf.

With Sharjah’s general economic restructuring now starting to bear
fruit, the demand for office space by smaller domestic occupiers
continues to rise. We expect this trend to continue against a
backdrop of low levels of Grade A stock. In the short term, while
supply levels play catch up to an extent, office rents at the top end
of the market are likely to come under increased upwards pressure.
The sheer shortage of space and capital expenditure associated with
any potential move will mean that larger occupiers will be either
unwilling, or unable, to relocate and are expected to absorb any rent
hikes. We anticipate that smaller occupiers will be more flexible due
to their cost conscious behaviour.

The subsequent impact on the overall office market is likely to be a
steady upward creep in rents across the board, with more secondary
locations also recording gradual increases, although these are likely
to be less pronounced than Sharjah'’s prime submarkets.

Demand for warehousing strengthens

Elsewhere in the commercial sector, with both economic activity
and the population continuing to expand, we have recorded an
upturn in warehouse requirements from companies expanding
operations in Sharjah as well as those new to the emirate. The
segments driving the bulk of requirements include general trading
companies, perfume factories, supermarkets and car accessories
showrooms, with the majority of demand focussed at 2,000 sqft
to 3,000 sqft.

The rezoning of peripheral areas of
several of Sharjah’s Industrial Areas to
“commercial use” has meant that there
has been a steady flow of warehouse
occupiers looking for alternative
premises.

Current warehouse rents in Sharjah Industrial Areas (AED psf)

Industrial Area(s) Lower limit Upper limit
1,2,3,4,7,11,13,15 35 40
5,6,8,9,10, 12,14, 16,17 30 35
18 25 30

Source: Cluttons

Furthermore, the rezoning of peripheral areas of several of
Sharjah’s Industrial Areas to “commercial use” has meant that
there has been a steady flow of warehouse occupiers looking for
alternative premises. The rezoning of these external parts of the
Industrial Areas has translated into heightened interest for space
in more internal areas, which have subsequently seen rents driven

up.

Although there has been no official enforcement of the change

of land use in the wider Industrial Areas, we have seen a knock on
impact on the limited number of vacant land plots in the area,
with prices continuing to rise. Land prices in the Sharjah Industrial
Areas currently stand at between AED 200 psf and AED 300 psf,
depending on the size of the plot and the proximity to main roads.

Demand growing for peripheral industrial areas

Away from the Sharjah Industrial Areas, we are recording a strong
rise in the appetite to relocate to the emerging industrial estates
around Sharjah International Airport and the existing Al Saja’a
Industrial Area. The advantage of these areas is of course the
widespread availability of larger land plots and better access to
both the northern emirates and regional and international markets
due the air-freight links available through Sharjah International
Airport. In addition, with the Sharjah Municipality’s rent rules also
extending to cover the commercial sector, occupiers who have
been in situ for a period of three years in the city’s Industrial Areas
are being subjected to substantial uplifts at renewal, which is
driving relocation to these more affordable peripheral areas.

Through positive encouragement, the government too is aiding
in the further development of these outer industrial estates,

with Sharjah Asset Management’s Sharjah Autozone expected to
receive strong occupier interest once officially established next
to Sharjah International Airport. Further specialist industrial areas
are expected to emerge as the authorities continue to strengthen
Sharjah'’s position as the UAE's industrial powerhouse.
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