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Executive Summary

EIGHT STRUCTURAL INSIGHTS

Most commentary on UAE real estate collapses into a single question: is there oversupply? This report argues that the question itself is
misframed. Market behavior is governed less by aggregate volume than by three structural properties: phase, discontinuity and
synchronicity.

01 Three-clock model: the phase gap among the rate, residency and crane |~ Asleverage rises under the currency peg, the market interest-rate beta rises
clocks generates the cycle. structurally.
02 Off-plan is an unlisted forward market. Low realization does not Delivery risk is explained by timing dispersion, not annual supply alone.

remove supply; it bundles it into the future.

03 Regulatory capex multiplier: building quality now mapsinto legal rent = Price-per-square-foot dispersion widens with the distribution of star ratings.
ceilings.
04 Regulatory terracing: AED 2 million and AED 5 million create Excess transaction and unit-size mass appears around both thresholds.

administrative cliffs.

05 Synchronized capex shock: concentrated handovers create Special levies arrive in waves during the early 2030s.
concentrated repairs.

06 Two-tier rent index: price discovery has shifted to new leases. The new-versus-renewal rent spread becomes the best real-time direction
indicator.

07 Tokens create a closed-end-fund discount. The secondary-market NAV gap becomes a high-frequency sentiment gauge.

08 Corporate tax creates a de-institutionalization bias. Individual ownership remains unusually high relative to market maturity.

Diagnosis. H1 2026

ACTIVITY SLOWS, PRICESSTICK

[-1. Dubai: falling volume, rising price

Dubai recorded 79,281 residential transactions worth AED 221.4 billion in the first half of 2026, down 13.8 percent by count and 15.7
percent by value from 91,973 transactions worth AED 262.6 billion a year earlier. Y et average prices rose 9 percent, while 296 homes
above USD 10 million sold for acombined USD 5.1 hillion.

The coexistence of lower volume and higher pricesisthe starting point of thisreport.

A textbook leftward demand shift moves price and quantity in the same direction. Their divergence implies one or more of three
conditions: sticky seller reservation prices, a transaction-mix shift toward higher-value assets, or weaker matching efficiency and
longer search. Market observation supports al three. Selective activity, longer decisions, routine negotiation and sharp divergence by
community, asset type and development are signatures of a maturing market.

[-2. The supply debate: authoritative views conflict

Bear case | Fitch Roughly 210,000 units over two years could contribute to a price correction of =~ Concentrated supply translates into price downside.
as much as 15 percent.

Bull case | VauStrat 2026 capital values +10 percent; villas +17.7 percent; rent growth 0 percent Price appreciation depends on yield compression.
against a 131,234-unit pipeline.

Neutral | actual delivery About 42,000 completionsin 2025, up from roughly 29,000 but below prior Supply expands, but its arrival is deferred.
forecasts.
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A forecast of 10 percent capital appreciation alongside zero rent growth embeds yield compression. That equilibrium can hold during
monetary easing, but it is more rate-sensitive and fragile than a price path supported by cash-flow growth.

[-3. Conflicting yield reports

Reported Q1 2026 gross yields include 7.2 percent for apartments and 5.0 percent for villas and townhouses. A July aggregation instead
places the city average at 6.58 percent, with apartments near 6.9 percent, townhouses 5.1 percent and villas 4.5 percent. The conflict is
not merely measurement error. It is evidence that gross yield, before service charges and reserve-fund liabilities, is becoming obsolete
as an underwriting metric.

Insight 1: The Three Clocks

PHASE, NOT PSYCHOLOGY

Thecycleisgenerated by phase differences among institutional clocks

/ N

\

RATE CLOCK RESIDENCY CLOCK CRANE CLOCK

Exogenous | 3-7 years Policy variable | 10 years Endogenous | 3-5 years

Exhibit 1 | Three institutional cycles whose relative phase creates booms, offsets and corrections.

Therate clock | exogenous, roughly 3-7 years

The dirham-dollar peg makes UAE rates exogenous. Historically high cash-purchase shares muted the transmission channel, but the
premiseis eroding. Dubai mortgage transactions reached about 10,800 in Q1 2026, up 16.1 percent year on year. Abu Dhabi mortgages
rose by roughly one third in H1 to 8,876 transactions worth AED 26.7 billion.

Proposition |1-1 | Asthe marginal buyer becomes more leveraged, the UAE housing market interest-rate betarises. The
next tightening cycle should transmit faster and more deeply than the last.

The central bank has insisted that banks observe the 80 percent LTV ceiling against collateral value and stop financing ancillary costs
such as the 4 percent registration charge and approximately 2 percent brokerage fee. After mortgage registration, valuation, NOC,
trustee charges and first-year insurance, the actual cash requirement approaches 27-28 percent of purchase price. This is not clerical
housekeeping; it is a quiet seven-point increase in the effective entry barrier and one of the few autonomous countercyclical tools
available under the peg.

Theresidency clock | policy variable, 10 years plusrenewal

Property purchases of at least AED 2 million may qualify for the real-estate investor Golden Visa. The ten-year renewable status can
cover dependants and domestic staff; multiple properties may be aggregated; qualifying paid-up equity in mortgaged or off-plan assets
may count; and no minimum stay applies. The clock is discretionary policy, not a stable demand parameter. Assets close to AED 2
million therefore carry a concentrated form of policy risk.

Thecrane clock | endogenous, roughly 3-5 years

The lag between off-plan sale and handover structurally desynchronizes demand and supply. The response to the 2023 demand surge
arrives in 2026-2027, a classic cobweb. When easing rates, expanding residency access and delayed supply align, prices accelerate.
When high rates, unchanged policy and clustered deliveries oppose one another, adjustment follows. In 2026 the easing rate clock and
concentrating crane clock are in offsetting phases, producing the observed signature of slower volume and sticky prices.
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Insight 2: Off-plan Isa Forward Market

DELIVERY CLUSTERING

[11-1. Therealization-rate fallacy

Dubai completed about 12,900 homes in Q1 2026, the strongest quarter in three years, but only 42.3 percent of the 30,300 units
forecast. Market participants often treat the shortfall as relief from oversupply. That interpretation is wrong. Delay shifts probability
mass backward and concentrates it. Projects share contractor capacity, materials markets and approval processes, so delays are
correlated rather than independent.

Proposition 111-1 | Therelevant risk metric isthe dispersion of handover timing, not annual supply volume.

[11-2. Thefinancial identity of an off-plan contract

Economically, an off-plan purchase is an unlisted forward contract on a future delivery date. It combines a construction-linked
instalment obligation, escrow that functions as zero-coupon quasi-equity funding for the developer, and a transfer option through the
NOC resaleright. A typical plan asks the buyer to fund 50 percent through staged payments and the remaining 50 percent at handover.
Maximum mortgage LTV for off-plan property is 50 percent regardless of purpose, price or buyer category.

Proposition |11-2 | Stressfirst appearsin the bid-ask spread and conversion rate of NOC transfers, not in headline price
or rent indices.

The critical state is negative embedded equity at handover: today’ s ready-property price falls below the old off-plan contract price. A
buyer who cannot or no longer wishes to complete the final payment may resell below the original price. This is the UAE market's
principal endogenous forced-seller mechanism and therefore its most important stress channel.

Insight 3: Regulatory Capex Multiplier

THE SMART RENTAL INDEX

IV-1. Resolving a lemons mar ket

Introduced in January 2025, Dubai’s Smart Rental Index rates residential buildings from one to five stars using more than 60 criteria,
including condition, finish, maintenance, amenities, facilities management and location. The rating directly affects the permitted rent
increase at renewal. Crucially, benchmarking is tiered: atwo-star building is compared with other two-star buildingsin its area.

The old area-average calculator treated a well-maintained tower and a materially inferior building alike, leaving owners with little
marginal return on maintenance spending. The SRI makes quality observable and introduces building-level accountability. In
institutional-economics terms, it is an intervention against an Akerlof-style lemons market.

IV-2. Quality becomes a positional good

Proposition 1V-1 | Under within-tier relative benchmarking, quality is positional. If all ownersraise capex together,
relative rank isunchanged while service chargesrise for everyone.

Only an owner who improves quality relative to the same-area, same-tier cohort earns the benefit. The correct value-add strategy is
therefore to acquire a building one tier below the target, estimate migration capex precisely, and complete the move before the cohort.
Tier migration is afirst-mover advantage; late followers may bear the cost merely to restore rank.

[V-3. Underwriting implications

« Add current star rating, within-area rating distribution and estimated migration capex to acquisition diligence.

» Ask not only what the rating is, but what migration costs and how quickly the peer cohort isimproving.

* Test whether within-community price-per-square-foot dispersion expands with the rating distribution using public DLD data.
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Insight 4: Regulatory Terracing

ADMINISTRATIVE CLIFFS

Theprice surfaceisterraced by administrative thresholds
RESIDENCY CLIFF LTV CLIFF

PRICE

I
I
I
i
AED 2.0m AED 5.0m

Exhibit 2 | AED 2 million bundles residency value into housing; AED 5 million creates an abrupt financing discontinuity.

Cliff 1: AED 2 million - theresidency threshold

Crossing the threshold changes the product from housing into housing plus a ten-year residency option. The price therefore contains a
non-housing component not explained by the present value of shelter services. Because the authority can alter or withdraw the benefit,
homes near the threshold carry concentrated, non-diversifiable policy risk.

Cliff 22 AED 5 million - theLTV threshold

For aresident expatriate' s first property, maximum LTV is 80 percent below AED 5 million and 70 percent above it; a second property
is capped at 60 percent regardless of value. Stretching from AED 4.9 million to AED 5.1 million raises the deposit from AED 980,000
to AED 1.53 million - AED 550,000 of additional cash for AED 200,000 of extra property value.

Proposition V-2 | Developer s optimize unit size and specification to avoid administrative cliffs. Housing stock is shaped by
policy thresholds as well as household needs.

The prediction isfasifiable. DLD transaction data should show excess mass immediately above AED 2 million and immediately below
AED 5 million. Corresponding discontinuities should appear in unit-size distributions after dividing thresholds by community-level
prices per square foot. If they do not, the terracing hypothesis should be rejected.

Insight 5. Synchronized Capex Shock

THE EARLY-2030s REPAIR WAVE
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Delivery concentration becomes a repair wave after 7-10 years

. Delivery pressure Capital expenditure pressure
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22 23 24 25 26 27 28 29 30 31 32 33 34 35
YEAR (20X X)

Exhibit 3 | Conceptual profile. Concentrated delivery becomes concentrated repair demand after defects liability and a 7-10 year aging cycle.

VI-1. Service charges asthe persistent holding cost

The UAE has no annual property tax, capital-gains tax or rental-income tax for qualifying individual investment activity. The deeper
implication is that service charges become the principal channel through which physical obsolescence is capitalized. Managers or
owners associations submit annua budgets through Mollak; RERA reviews them against benchmarks, and approved rates are
published in the DLD service-charge index. Unapproved charges cannot be collected.

Dispersion is extreme: apartments commonly cost AED 10-30 per square foot annually, villas AED 2-6, luxury assets above AED 60,
and Burj Khalifaabout AED 67.88. Service charges often consume 15-25 percent of gross rent and directly compress net yield.

V1-2. Reserve funds as off-balance-sheet debt

The sinking or reserve fund is arequired component of the annual budget, intended for elevators, facades, fire systems, roofs and other
major works. Persistent underfunding increases the probability of future special assessments. Y et sale-price negotiations rarely discount
the shortfall.

Proposition VI-1| A deficient reserve fund is debt attached to owner ship but absent from thetitleregister.

V1-3. The synchronized wave

Proposition VI-2 | A historic concentration of 2022-2028 handover s means that buildings wer e constructed together, age
together and enter major repair cyclestogether during roughly 2030-2035.

 Net yields compress simultaneously even if gross yields appear stable.

« Facilitiess-management capacity becomes scarce, raising repair costs at the demand peak.

* Deferred maintenance lowers SRI ratings, reducing permitted rent growth and further weakening the capacity to invest.

Thisisthe path by which abrown discount reaches UAE housing: not primarily through a carbon price, but through service charges and
building ratings.

Vil

Insight 6: A Two-tier Rent Index

REGULATED RENEWALS, FREE NEW LEASES

VII-1. Price discovery migrates

In Q1 2026, new-lease apartment rents in prime communities reportedly fell 10-20 percent year on year while renewal rents remained
anchored to the regulated index. The SRI has divided the market into a regulated renewal segment and a free new-lease segment. Price
discovery has migrated to the latter.
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Proposition VI1-1 | The spread between new and renewed rentsisthe only metric that simultaneously showsthe size of
regulatory distortion and the true market direction.

VII-2. Upward biasin downturns

When market rents fall, existing contracts remain sticky. Tenants paying below-index rent incur an implicit moving cost because
relocation forfeits their tenure premium, reducing turnover. A published index built from contract data therefore contains a large stock
of low-turnover, sticky renewals and overstates current market rent in a downturn. The only robust correction is a separate series
restricted to newly signed |eases.

VIII

Insight 7: Tokenization

A CLOSED-END-FUND DISCOUNT

VI1II-1. Institutional facts

Since Prypco Mint launched in May 2025, more than AED 18.5 million of property has been tokenized, with transactions settled in
dirhams rather than cryptocurrency. A AED 1.75 million villain Rukan sold to 169 investors from 40 countries in under five minutes.
Phase two began in February 2026, enabling secondary transfers in a controlled market for roughly 7.8 million tokens linked to ten
properties. DLD targets tokenization of 7 percent of Dubai real estate, about USD 16 billion, by 2033.

Unlike models that tokenize a financia interest in an SPV, Dubai links the digital token directly to the property register. Yet one
investor may not own more than 20 percent, disposal is subject to a holding period, and sale requires a vote weighted by ownership.

Proposition VI11-1 | Continuously tradable tokens placed over a discrete, gover nance-heavy asset create a persistent
discount or premium to NAV.

V1I11-2. The shadow sentiment index

A holder cannot unilaterally liquidate the underlying property, so arbitrage is blocked. That defect is also an analytica gift: the
secondary-market NAV gap can become the first publicly observable, daily sentiment measure in Dubai housing. Institutions should
monitor token markets less as direct investments than as signal-generating infrastructure. Exposure to crypto-adjacent capital flows
should be registered as a new risk factor.

Insight 8: Tax and De-institutionalization

OWNERSHIP MICROSTRUCTURE

I X-1. Tax facts

Real-estate investment income earned by a natural person in a personal, passive capacity remains outside corporate tax where the
activity does not require a licence. Scale, number and value of properties are not decisive: an individua renting 50 apartments under
standard tenancy agreements may remain outside scope.

Companies, LLCs and SPVs receive no equivalent exemption. Real-estate income is taxable, generaly at 9 percent above AED
375,000. UAE immovable-property income is non-qualifying income for a Qualifying Free Zone Person and attracts 9 percent without
that threshold. Participation exemption does not apply to direct disposal of the property, although a sale of shares in a property SPV
may qualify.

Proposition 1X-1 | Cor porate tax pushesresidential owner ship back from legal personstoward natural persons. Free-zone
holding structures are neutralized for property income.
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| X-2. Feedback into market microstructure

The direction is opposite to the institutionalization path seen in the United States, Europe and Japan. Qualifying funds and REITs offer
alimited exception, but exemption requires application, continuing conditions and UAE substance. I nstitutions warehouse inventory in
downturns and damp volatility; individuals generally do not.

Proposition 1X-2 | Individual owner ship remains dominant for longer than market scale and institutional sophistication
would imply, preserving structural volatility.

Functional Differentiation by Emirate

ONE COUNTRY, FOUR MARKETS

Dubai Liquidity, velocity, regulatory sophistication Delivery clustering; rising rate beta Equity-like | high beta

Abu Dhabi Supply discipline; sovereign direction; two-tier rent = Administrative discretion over rent freeze Freeze zone: bond-like | ADGM:
control equity-like

Ras Al Khaimah Single catalyst; tourism beta Catalyst timing; price-rent divergence Real-option | event-driven

Northern emirates Affordability spillover Demand reversal if Dubai rentsfall Defensive | limited upside

X-1. Abu Dhabi: supply disciplineand an intra-city regulatory boundary

H1 2026 transactions rose 112 percent year on year to AED 117 billion. Sales reached AED 86.1 billion across 16,838 transactions, up
about 164 percent, while FDI quadrupled to AED 13.8 hillion. Occupied units increased 6.6 percent from 2022 to 2025, but supply
expanded only 2.8 percent. Although about 15,900 completions were scheduled for 2026, historical patterns imply actual delivery may
be only 6,500-9,000.

ADREC announced that rents for residential, commercial and industrial property would not rise until further notice outside
ADGM-regulated communities such as Al Maryah and Reem Islands. The measure creates an explicit arbitrage boundary inside one
city. Frozen-zone property becomes bond-like, with fixed-coupon characteristics, while non-frozen ADGM property remains
equity-like and participates in growth.

Proposition X-1 | The cap-rate spread between ADGM and non-ADGM communities widenswith the duration of the
freeze; removal triggersarapid capital return to frozen zones.

X-2. Ras Al Khaimah: anatomy of a single-catalyst market

RAK is a near-pure example of a market dependent on one dated catalyst: the approximately USD 5.1 billion Wynn Al Marjan Island
integrated resort with more than 1,500 rooms. Sources conflict between an early-2027 and late-2027 opening. The disagreement should
not be averaged away; in a single-catalyst market, uncertainty over the date is the central risk.

Q1 2026 apartment gross yield has been reported at 2.91 percent, while other sources cite 6-8 percent. After transaction value rose 118
percent to a record AED 15.08 billion in 2024, 2025 volume retreated about 24 percent to AED 12.4 billion and roughly 6,600
transactions, even as apartment prices rose about 13.4 percent and villas 9.7 percent. Al Marjan accounted for 55.1 percent of Q1 2026
salelistings, or 10,378 units, with foreign capital reportedly 62 percent of buyers.

Roughly 30,000 units have entered the pipeline since 2022, about 30 percent branded residences. Population is projected to rise from
just over 400,000 to more than 600,000 by 2030; 2025 visitors reached a record 1.36 million; and more than 9,500 hotel keys are
planned for 2026-2030, 92 percent five-star. Sale listings reached 18,828 in Q1 2026, up 69 percent year on year and 189 percent in two
years, suggesting substantial pre-opening profit-taking inventory.

Proposition X-2 | A dated single-catalyst market overpricesthe pre-opening “buy therumor” phase and correctsin the
post-opening “sell the fact” phase. Underwriting should focus on arrivals and occupancy during the three years after
opening, not the opening dateitself.
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Monitoring Dashboard

TEN LEADING INDICATORS

Transaction count, average price and gross yield are lagging indicators. The following system is designed to capture structural change

earlier.
T S N
New-lease / renewal-rent spread Regulatory distortion and true market direction 6-12 months
2 Handover realization and forward clustering Temporal concentration of supply pressure 12-24 months
3 NOC transfer share and conversion Stress among specul ative buyers 3-9 months
4 Mortgage-backed transaction share and average LTV Structural level of interest-rate beta Full cycle
5 Dependent visas and KHDA school-capacity growth Household formation rather than population 12-18 months
6 Mollak-approved charges and reserve-fund coverage Hidden liabilities and the future capex wave 3-7 years
7 Token secondary-market NAV gap High-frequency sentiment Immediate
8 Time series of building-star distribution Operétion of the regulatory capex multiplier 12-36 months
9 Bunching around AED 2m and AED 5m Distortion from administrative cliffs Structural
10 Capital-value/ rent divergence, especialy RAK Overpricing of acatalyst 6-18 months

M easur e household for mation, not headline population

Dubai’s population exceeded four million in 2025 and is expected to add another 175,000-225,000 in 2026. Y et population growth is
not household formation. Two hundred thousand single workers sharing accommodation crezate little demand for separate homes;
dependants accompanying skilled migrants create materially more demand for three-bedroom units and villas. Dependant visas and
school capacity are the most direct public observations of that composition.

X1l

Scenarios and Falsification

WHAT WOULD CHANGE THE THESIS

Structural condition Market expression

Base V olume adjustment continues; price performance Prime and supply-constrained villas remain resilient. Mid-market apartments range
differentiates. from flat to slightly down. New rents soften, renewals stay sticky, and net yield falls
faster than grossyield.
Upside Rates fall faster while delivery delay persists. The clocks align. Supply is absorbed, but risk is transferred into the future rather than
eliminated.
Downside Delayed projects arrive together and Short-run apartment oversupply; a 10-15 percent market correction with sharper
final-payment defaults cascade. local rent adjustments.

Self-critique: observationsthat would falsify the core propositions

No excess mass near AED 2 million or AED 5 million V-2 | Regulatory terracing
Within-community price dispersion is unrelated to star ratings 1V-1| Regulatory capex multiplier
Tokens trade persistently close to NAV VI1I-1 | Closed-end-style divergence
Corporate ownership rises materially over the next three years 1X-1 | De-institutionalization bias
Delayed deliveries arrive with broad temporal dispersion 111-1 | Delivery clustering
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X111

Action Agenda by Investor Type

FROM STRUCTURE TO DECISION

Income investors

« Stop underwriting on gross yield. Use net yield after service charges, reserve adequacy, star rating and their future paths.
* Review the DLD service-charge index and Mollak-approved budget at building level.

* Treat unused amenities as permanent liabilities and impose discipline on amenity-heavy assets.

* Treat Abu Dhabi freeze zones and ADGM communities as different asset classes.

Capital-growth investors
* Evaluate supply through overlapping handover windows in the same rental catchment, not annual citywide totals.
« Trandate scarcity into measurable residual developable land and substitutability from neighboring communities.

 Use regulatory terracing by buying just below a cliff and selling just above it, while treating threshold migration as the principal risk.

Institutions and family offices

* Prioritize tax redesign of ownership vehicles and incorporate the non-qualifying nature of property income for QFZPs.
* Review related-party loan rates, unsupported management fees and rents that diverge from market evidence.

» Monitor token markets as signal-generating infrastructure.

« Include the early-2030s synchronized capex wave as an explicit acquisition-underwriting line item.

Owner-occupiers and tenants
» Check a building's star rating before signing a lease.

* Treat the choice between off-plan and ready property as a liquidity decision. Build cash flow around the 50 percent off-plan LTV
ceiling.

X1V

Data Limitsand Integrity Statement

LIMITS& INTEGRITY

Conflicting sources RAK yields of 2.91 percent versus 6-8 percent, Wynn opening in early versus late 2027, and VauStrat +10 percent versus
Fitch -15 percent are left unresolved rather than averaged.

Commercial-source bias Regulatory facts form the analytical spine; brokerage and devel oper forecasts are used only as contextual evidence.
Hypothesis, not theorem Every new insight is treated as falsifiable and subject to rejection or revision.
Post-base-date change Rent freezes, visa thresholds, LTV rules and tokenization phases can change quickly. Primary sources must be checked

before execution.

Purpose This report provides information and analysis, not investment, legal or tax advice.
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The next decade of UAE real estate will not be determined by how many
units are built.

It will be deter mined by when they are built together, and when they age
together.

The price surfaceisnot continuous; it isterraced by administrative
thresholds.

Those two observations are sufficient to rewrite much of the conventional analysis circulating in the market.
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