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Catalyst for a new industry

Jumeirah Central, the huge development taking shape in the city, has the potential to turn the emirate into a centre for real
estate capital, says its chief operational officer, in much the same way as happened in Singapore, writes Michael Fahy

' organ Parker, the
chiefoperating officer
of Jumeirah Central,
argues that one of the
intended benefits of the Dh73.5
billion development will be the
role it plays as “the catalyst for
the growth of a new industry” in
Dubai.

Mr Parker, a property finance
industryveteran who worked for
much of his careerin the Asia Pa-
cific region before joining Dubai
Holding in March 2015, com-
pares the opportunity in Dubai
tothelandscapein Singapore 20
years ago.

He says that Singapore in the
mid-1990s was “very similar to
Dubai in many ways ... where
you had four or five often gov-
ernment-related conglomerates
owning a large percentage of
commercial real estate assets”.

In Singapore, due partly to a
search for liquidity, many assets
were spun out into listed vehi-
clesin a bid to attract overseas
investment.

“Fast forward 16 to 17 years and
whatyou see is Singapore behav-
ing as the centre of real estate
capital in the Asia region. It has
created an industry with tens of
thousands of jobs.

“There are fund managers, as-
set managers, property manag-
ers, valuers, real estate lawyers
that now are drawn to Singapore
for employment.

“Because of the fact that once
this real estate goes from the pri-
vate hands of government-relat-
ed entities and into public com-
panies, you now have a different
ownership ecosystem which
requires an industry to be built
aroundit” .

Although he says thatthe flow
of institutional capital into the
Middle Eastis currently “negligi-
ble”, he believes that this can be
recreated with the right type of
investment-grade product.

“I think our leadership quick-
ly identified the opportunity for
Jumeirah Central to be much
more than just another urban
master plan, but actually be-
come the catalyst for the growth
of a new industry. We, as a com-
pany, have a history of doing
that,” says Mr Parker.

“Tecom is not just another
master plan. Media City and In-
ternet City aren’t just real estate
projects. These are actually cata-
lysts for the development of cer-
tain industries in Dubai.”

CBRE’s annual In and Out re-
port governing global capital
flows points out the scale of
the challenge Mr Parker faces.
Despite the lower oil price, the
amount of money thatwas spent
on commercial real estate out-
side the Middle East by local
buyers almost trebled in 2015
to $16bn - from $5.5bn ayear in
the prior two years.

However, it said the market for
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inward investmentinto the Mid-
dle East “continues to see only
marginal investmentvolumes”.

Matthew Green, the UAE head
of research and consultancy,
said that “the market’s full po-
tential is still to be realised amid
limited availability of invest-
ment grade product, low invest-
mentvolumes and a general dis-
connect between the valuation
of buyers and sellers”.

Mr Parker knows the issues
faced. He acknowledges that
there has been a lack of invest-
ment-grade commercial real es-
tate available for sale to institu-
tional buyers, with transactions
involving built-for-purpose Du-
bai headquarters for Standard
Chartered and HSBC being two
recent examples.

“There is one of those every
three or four years compared to
Singapore, Hong Kong or Lon-
don where there is one of those
types of transactions occurring
every month.”

He says there has been plenty
of investment-grade buildings
developed in Dubai, most nota-
bly shopping centres, but most
of these have been held aslong-
term investments by their own-
ers. He also says there has been
a “hesitancy or a lack of under-
standing” regarding Dubai’s le-
gal system.

“It’s not a simplistic market,”
he acknowledges.

On top of this, there has been
“alack of maturation in the real
estate financing market on the
banking side”, he argues, with
local lenders often unwilling to
offer non-recourse loans to the
special purpose vehicles (SPV)
of.?% 1sed by institutional inyes-
tors to purchase assets, inste
insisting on corporate loans
with specific guarantees.

Yet he believes that none of
these problems are insurmount-
able, and says Jumeirah Central
has been devised to remove as
many obstacles as possible for
the types of pension funds, sov-
ereign wealth funds and asset
managers itis targeting.

For instance, many of the 278
buildings that will eventually
be created on site will be of a
scale that would be of interest to
them.

There is 47 million square foot
of property planned for the site
in total, including 9 million sq
ft of retail, 7.5 million sq ft of of-
fices, hotels with a total of 7,200
rooms and 11,000 homes. The
first phase comprises 17 million
sq ft, including 12 office projects
ad 14 hotels.

“There’s an old saying in the in-
dustrywhich is thatto do a small
dealisjustas much painasto do
a big deal because it involves the
same level of analysis and due
diligence,” says Mr Parker

He says the “sweet spot” for in-
stitutions is assets with a value
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of about $100 million. “When
you get up to $300m to $400m
that narrows. When you get to

h1bn,youw’ etalkingWa
en companies thatwill buy'a
$1bn building.”

Itis attempting to create assets
that fit these requirements as
aresult, with a couple of office
towers being presented to inves-
tors at Mipim next month being
“premium, Grade A internation-
al-style office buildings” compa-
rable only to the $1bn Brookfield
Place building currently being
built at Dubai International Fi-
nancial Centre, according to Mr
Parker.

On the legal front, Mr Parker
says thatit will also use the DIFC
Courts, with assets on the site
benefiting from “a very clear le-
gal structure”.

“We believe that the DIFC,
which has been created for the
purposes of promoting this very
type of investment, is an excel-
lent opportunity for us to create
the legal transparency and envi-
ronment that is most conducive
to attracting inbound institu-
tional investment.

“So we are not asking insti-
tutional investors to come and
partner with Dubai Holding on-
shore. What we are doing is say-
inghereisaprojectoran assetin

an SPV, in the DIFC, so it’s very,
very clear.” In terms of finance,
he says it has been a matter of
ending time wit al le
“ers to promote a greater under-
standing of the requirements of
institutional capital.

“It’s a bit of chicken and egg
that we need to work through
over the coming years. If you
can get the right investors to the
table who bring with them the
credibility and the due diligence
that they go through and the pa-
tience of capital and the intent
to own assets long term, you are
going to see banks responding
to that.”

Ultimately, though, he argues
that the main selling point for
institutional investors will be
the site, its connectivity and a
master plan designed to create a
vibrancy of mixed uses with lots
of parks and other public spac-
es.

“If we’re to grow the economy
further - which is one of the key
reasons for Dubai Holding ex-
isting - we must look for ways to
also diversify the ownership and
investment in real estate, which
is one of the key assets of this
city,” says Mr Parker.

He argues that from the evi-
dence of discussions it has al-
ready held with potential inves-
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tors, there is a desire to invest
in the right type of product in
Dubai. “What is so appealing to
those investors is that it gives
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2 rtunity to create
some geographic diversifica-
tion, which they are looking for,”
Mr Parker says.

“They’re all saying ‘We’d love to
have some exposure to the Mid-
dle East.’ They’re sitting there
and they have billions of dollars
to invest, they’re obviously look-
ing to manage risk and get their
customers exposure to areas of
the world that are growing. They
want to have a certain amount
in the Middle East, but for most
of them it’s something they hav-
en’tbeen able toinvestin.

“If we can provide that for them
itwill open a channel that others
will start to flow through.”

Mr Morgan also argues there is
no pressure from anyone to en-
sure any buildings - not even the
Dubai Live entertainment area
-would be complete by Expo
2020.

Although he expects that the
first buildings will be opera-
tional in 2020-21, that’s “not
because of Expo, but because
that’s when they are going to be
ready”. “We don’t feel that any
part of our phase one needs to
be in place. We’re really more
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focused on 2021 and the next 20
years. “Whatwe’re reallylooking
to demonstrate is a stability and
avigilance to deliver a very stra-
tegic district for the cityin avery,
very calm and deliberate way.
It’s all about economic stabili-
ty and that permeates all of the
decisions we are making. That’s
what institutional investors are
looking for and that’s what we
are continuing to demonstrate
in our thinking.”

Gaurav Shivpuri, the head
of investment transactions at
JLL Mena, agrees that a lack of
transparency and “a weak legal
system around real estate own-
ership and asset management”
have been factors that have held
backinstitutional capital invest-
ment in regional real estate as-
sets.

However, he believes this is al-
readyin the process of changing.

“The market will continue to
become more institutional over
time just like the more mature
western markets.

“The timeline of this will de-
pend on how soon the market
players adopt global best prac-
tices in development, leasing
and management of real estate,”
he says.
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Jumeirah Central to be showcased in Cannes



