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-he real estate sector in Dubai is fuelled by property acqui 

T sitions by GCC nationals as well as freehold investments 
by foreign investors. Transactions1  (sales and mortgages) 
in the Dubai real estate market increased in terms of value 
and number in 2017, rising in value from AED 268 billion in 

2016 to AED 284 billion in 2017. To provide sustainable economic benefits 
from the Expo 2020 project, the Government has allocated AED 23 billion 
for infrastructure projects. Real estate development drives the pace of 
construction, the most labour-intensive sector in Dubai, and employing 
27.6 per cent of workers in Dubai (about 556,000 workers in 2016). 

↗ Dubai is a top real estate market in the world and real estate activities 
accounted for 6.8 per cent of GDP in 2017 and construction for 6.5 
per cent. 

↗ Allowing freehold for foreigner investors, and granting 10-year visas 
for these investors and their families, contributes to the influx of 
foreign investment capital into Dubai. 

↗ The Government of Dubai has allocated a total budget of AED 33 
billion for Expo 2020, AED 23 billion (70 per cent) will be invested in 
infrastructure projects. 

↗ Real estate sales and mortgages in the Dubai increased in value from 
AED 268 billion in 2016 to AED 284 billion in 2017. 

1 Data includes all transactions involving completed and off-plan units registered during 
the year. 
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Dubai Creek Project 
• A residential and shopping area 
• Dubai Creek Tower, expected to be a new global 
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are employed in 
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CHAPTER 8 | Construction and Real Estate Activities 

Construction and Real Estate 
Projected to Grow 

Real Estate and Construction are the 5th and 6th largest contributors to Dubai’s GDP, 
and new laws and projects are looking to increase the strength of this sector as 
Expo 2020 approaches. 

Government Initiatives 

Construction 
6.5% of Dubai’s GDP, employing 27.6% of all 
workers in Dubai (the largest percentage of the 
workforce) 

Real Estate 
6.8% of Dubai’s GDP, employing 2.6% of all 
workers in Dubai 

AED 23 billion will be invested in 
infrastructure projects for Expo 2020 

25 million visitors are expected that year 
(300,000 per day) during Expo 2020 

New 2018 laws will grant investors 
10-year residence visas, to encourage 
property ownership 

icon similar to the Burj Khalifa 

Mohammed Bin Rashid City 
• A development focuses on theme parks, retail, 

art, entrepreneurship and innovation 
• 1,500 villas by 2020 

Deira Islands 
• 4 interconnected islands 
• 15 kilometers 
• With residential, tourist, retail and marina projects 

Construction & Real Estate 1 2 

of all Dubai’s workers 
27.6% 

3 

Dubai South 
a unique complex for the exhibition 
and a new economic and cultural centre 

Bridges, rail 
networks and 
new roads 
for Dubai South 

New 15-km-long
metro line 
for Expo site 

New airport
Al Maktoum International Airport, 
will be the world s biggest airport 

Utilities,
water and 
electricity
network 
for Dubai South 

Expanded
highways 
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Introduction 

Dubai is one of the most important real estate invest-
ment destinations in the world, thanks to its laws which 
allow foreigners to own freehold property and the emir-
ate’s advanced infrastructure. The construction and 
real estate sectors have become increasingly import-
ant in Dubai’s GDP in recent years, with real estate 
activities accounting for 6.8 per cent and construc-
tion for 6.5 per cent of Dubai’s GDP in 2017. However, 
these two sectors differ greatly in their absorption 
of labour. Construction is a labour-intensive sector 
that employs more than any other sector in Dubai’s 
economy. It employed about 556,000 workers in 2016, 
or 27.6 per cent of all workers in Dubai. On the other 
hand, the real estate sector employed only 2.6 per cent 
of the total number of workers in Dubai. This indicates 
a large disparity between the two sectors in terms of 
labour productivity. Unskilled labour represents a large 
share of workers in the construction sector. 

In the real estate sector, allowing freehold for foreign-
ers contributed to the influx of foreign investment 
capital into Dubai which was enhanced by increased 
savings by residents to buy property. Further, the 
continuous growth in the construction and real 
estate sectors helped establish industries associat-
ed with the construction sector, such as the building 
materials industry. 

Dubai and the United Arab Emirates are making efforts 
to attract more foreign investment. The federal govern-
ment has announced that new laws will be issued by 
the end of 2018, granting investors, and all members of 
their families, 10-year residence visas. The real estate 
sector will benefit from these laws which will encour-
age higher rates of property ownership in Dubai. 

Dubai is a top real estate market in 
the world and real estate activities 

accounted for 6.8 per cent of GDP in 
2017 and construction for 6.5 per cent. 
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Construction 

8.1  Construction is the activity of building hous-
es, residential and commercial buildings, as 
well as infrastructure, such as roads, bridges 

and pipelines. The construction sector includes enter-
prises that build and maintain buildings and 
infrastructure. 

There have been improvements in the construction 
sector’s economic indicators in 2017. Following a 
contraction in 2016, its output (in constant prices) 
rose from AED 23.6 billion to about AED 24.5 billion in 
2017, growing at a rate of 3.5 per cent compared with 
a decline of 3.5 per cent in 2016. The sector’s contri-
bution to Dubai’s GDP in constant prices rose slightly 
from 6.2 per cent to 6.3 per cent. (Figure 8.1) 

Labour and enterprises in the 
Construction sector 
8.2  Construction is the most labour-intensive 

sector in Dubai and it employed about 
556,000 workers in 2016. The industry’s 

share of the total number of workers in Dubai rose from 
23.8 per cent in 2015 to 27.6 per cent by 2017 as 
construction activities picked up in the context of 
preparations for Expo 2020. (Figure 8.2) 

8.3  The average annual compensation of work-
ers in the construction sector was about 
AED 23,000 per worker in 2016, the lowest 

among other economic sectors: the average annual 
compensation of workers in Dubai was AED 59,000 in 
2016. Compensation of workers represented 57 per 
cent of value added in the construction sector in 2016. 
There was a huge increase in the number of workers 

in the construction sector between 2014 and 2016, 
rising by about 50,000 workers during that period. On 
the other hand, the value of capital formation in the 
construction sector was stable, which explains the 
decline in worker productivity (the value added per 
worker) in this sector during that period. (Figure 8.3) 

8.4  Small and micro-enterprises (less than 50 
workers) play a vital role in the construction 
sector, numbering about 12,000 companies, 

representing 91 per cent of the total number of 
construction enterprises operating in Dubai. Small and 
micro-enterprises employ a total of about 146,000 
workers, 26 per cent of the total number of workers in 
the sector. Given the important role of small and 
micro-enterprises in stimulating growth in Dubai, the 
Government of Dubai took a number of initiatives in 
2018 to support these businesses. In particular, accel-
erating settlement by government departments of 
dues to small companies, which will help them have 
sufficient liquidity to continue their operations and 
increase their investment. In addition, the percentage 
of government tenders allocated to small and 
micro-enterprises was raised from 10 per cent to 20 
per cent, which will boost the demand for their services, 
help expand the business turnover of small entrepre-
neurs and create more jobs. 

To ease the burden of employers, the UAE Cabinet 
decided to cancel the bank guarantee paid by the 
employer, which amounts to AED 3,000 per worker, 
and replace it by an annual insurance system under 
which the employer pays AED 60 per worker per year. 
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Figure 8.1: Development of the Construction Sector (%) 

Source: Dubai Statistics Center 

Figure 8.2: Development of total workforce in the Construction sector (%) 
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Figure 8.3: Average worker productivity (thousand dirhams) 2014-2016 
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Source: Dubai Statistics Center 
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CHAPTER 8 | Construction and Real Estate Activities 

Price of building materials 
8.5  The Dubai Statistics Center’s Construction 

Cost Index tracks changes in the prices of 
construction goods and services and 

includes 421 goods and services. The index was stable 
between 2012 and 2017, fluctuating by 2 per cent. 
However, it rose by 4.12 per cent in the first quarter of 
2018, which may be attributed to the increasing activ-
ity in the construction sector and the increase in 
demand for building materials as Expo 2020 nears. In 
addition, there has been a rise in global prices of some 
building materials such as metal products, particular-
ly steel. (Figure 8.4) 

Implications of Expo 2020 for 
the Construction sector 
8.6  As part of preparations for hosting Expo 

2020, the Government of Dubai has allocat-
ed a total budget of AED 33 billion for the 

Expo project, of which AED 23 billion (70 per cent) will 
be invested in infrastructure projects. This expan-
sionary fiscal policy of the Government of Dubai aims 
at increasing government spending to bring lasting 
economic impact through the organization of the 
Expo. One of the most important construction proj-
ects for Expo 2020 is the construction of a unique 
complex for the exhibition and the development of 
Dubai South (the area which will host the event), 
creating a new economic and cultural centre in Dubai. 
The Government of Dubai is also building bridges, rail 

Figure 8.4: Construction Cost Index 

108 

106 

104 

102 

100 

98 

networks and new roads for Dubai South, expanding 
highways, and connecting utilities and water and 
electricity networks to the area. In addition, it is build-
ing a new 15-kilometer-long metro line to the Expo 
site and a new airport that will be the largest in the 
world. Dubai expects 25 million visitors to Expo, an 
average of 300,000 visitors per day. All of this will 
contribute to boosting the construction sector in 
the coming years. 

Private projects 
8.7  In addition to mega government projects, 

real estate developers are expecting signif-
icant opportunities to expand their invest-

ments in preparation for the Expo 2020 in Dubai. The 
exhibition also provides a window for them to show-
case their new projects. A number of large-scale 
current projects will increase the demand for construc-
tion. Most prominently, the Dubai Creek project 
includes the development of a residential and shop-
ping area around the Dubai Creek Tower, which is 
expected to be a new global icon similar to the Burj 
Khalifa. The construction of the new Mohammed Bin 
Rashid City, which will include a number of residential 
communities and commercial spaces, is also under 
way. It is expected to comprise 1500 villas by 2020. 
There is also the construction of Deira Islands, which 
consist of 4 islands covering an area of 15 kilometres 
and encompassing a number of residential, tourist, 
retail and marina projects. 
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100.97 
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Source: Dubai Statistics Center 
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The construction of The Museum of the Future, one of the top Expo 2020 projects. 
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CHAPTER 8 | Construction and Real Estate Activities 

Real Estate activities 

8.8  The real estate sector continued to grow 
strongly at a rate of 7.3 per cent in 2017, 
compared to 9.8 per cent in 2016. This rapid 

growth, which exceeded GDP growth for the same year 
in constant prices (2.8 per cent), led to an increase in 
the contribution of real estate activities to real GDP 
from 6.8 per cent in 2016 to 7.3 per cent in 2017. The 
real estate sector has also contributed almost one fifth 
of Dubai’s total GDP growth, which is the second high-
est contribution among other key economic sectors. 

Although the real estate sector plays an important 
role in Dubai’s economy, it employs only 2.6 per cent 
of Dubai’s total workers in 2017. Therefore, real estate 
activities are highly productive, with intermediate 
inputs accounting for 30 per cent of the output value. 
The value added per worker (one indicator of produc-
tivity) is very high, reaching AED 486,000 per year 
according to 2016 data. (Figure 8.5) 

Developments on the supply side 
8.9  The real estate supply side consists of the 

residential sector and the business sector, 
with the latter comprising the office, hotels, 

retail and industrial sectors. Major supply develop-
ments in each sector are described in the 
sections below. 

The residential sector 
8.10  The supply of residential units continued to 

grow in Dubai’s real estate market in the free-
hold and non-freehold categories. The total 

increases in the number of residential units are estimat-
ed at 28,712 units in 2017, compared to 19,535 units in 
2016. 2 The number of apartments rose from 410,000 
in 2016 to 432,000 in 2017, a growth rate of 5.3 per cent. 
The number of villas rose from 88,000 in 2016 to 96,000 
in 2017, a growth rate of 9 per cent. (Figure 8.6) 

8.11  The number of residential apartments under 
construction decreased from 51,714 in 2016 
to 47,195 in 2017. Therefore, the supply of 

residential apartments is expected to decline in the 
coming years. (Figure 8.7) 

Allowing freehold for foreigner investors, 
and granting 10-year residence visas 
for these investors and their families, 

contributes to the influx of foreign 
investment capital into Dubai. 

2 Source: Dubai Statistics Center. 
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Figure 8.5: Development of Real Estate activities (%) 
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Figure 8.6: Evolution of housing units 
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Figure 8.7: Buildings under construction 
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8.12  Freehold units are the main source of  the all residential units in Dubai.3 The map shows the distri-
increased supply of residential units, bution of new residential units by area in Dubai. In 2017, 
accounting for 71 per cent of the total new Dubai Land had the largest number of new residential 

residential units built in 2017 and about 52 per cent of units built followed by Dubai Silicon Oasis. (Figure 8.8) 

Figure 8.8: Distribution of New Freehold Units in Dubai 
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DubaiAl Furjan Silicon Oasis 1,909 3,708 

Dubai Sports City
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Dubai Land 
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Source: Data collected from REIDEN database 

3  Source: Dubai Statistics Center and the REIDEN database. 

151 



Dubai Economic Report 2018dubaided.gov.ae

  

   
 
 

         
 
 
 
 
 

 

  
 

 

 
 
 
 
 

Construction and Real Estate Activities  | CHAPTER 8 

Real estate transactions 
8.13  Transactions4 (sales and mortgages) in the 

Dubai real estate market increased in terms 
of value and number in 2017, rising in value 

from AED 268 billion in 2016 to AED 284 billion in 
2017. There were 69,000 transactions in 2017, 
compared to 60,000 transactions in 2016, an 
increase of 15 per cent. Sales accounted for about 
40 per cent of the value of real estate transactions, 
while mortgages accounted for about 48 per 
cent. (Figure 8.9) 

Distribution of sales by area in Dubai 
8.14  The Burj Khalifa area saw the highest number 

of sales in Dubai in 2017, with AED 7.368 
billion changing hands through 2008 trans-

actions. It was followed by Business Bay, with sales 
volume reaching AED 7.12 billion as a result of 3,763 
transactions. Dubai Marina ranked third with more than 
3,300 transactions worth more than AED 7 billion. 
Sheikh Mohammed Bin Rashid Gardens followed in the 
fourth place, with a total sales value of AED 5.67 billion. 
Al Barsha South 4 was in fifth place with 3,138 sales 
worth a little more than AED 4 billion. (Figure 8.10) 

Figure 8.9: The movement of real estate transactions in 2017 (number of units) 
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Figure 8.10: Sales Value in 2017 (in billion dirhams) 
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4  Data includes all transactions involving completed and off-plan units registered during the year. 
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8.15  Real estate price data indicates5 that the 
average price of a freehold unit was AED 
13,803 per square metre in 2017, down from 

AED 13,983 per square metre in 2016. The REIDEN 
Dubai Residential Property Sales Price Index fell from 
295 in September 2014 to 237 in August 2018. 
(Figures 8.11 and 8.12) 

8.16  The decline in residential property sale pric-
es affected real estate rentals, which 
dropped from AED 83 per square metre per 

month in 2016 to AED 78 in 2017, a fall of 5.2 per cent. 
The rate of return on leases fell slightly to 7.06 per cent 
in 2017, compared to 7.36 per cent in the previous year, 
due to the fast decline in rents associated with lower 
real estate prices. (Figures 8.13 and 8.14) 

The business sector 
8.17  There has been a decline in the additional 

supply of real estate in office, retail, industri-
al and hotel categories. In the office sector, 

additional space decreased from 721,000 square 
meters in 2016 to 710,000 square metres in 2017. 
Despite this decline, the continued surplus in office 
space amid decreasing demand led to a decline in 
Dubai office rents from AED 108 per square metre in 
the fourth quarter of 2016 to AED 104 per square 
metre in the fourth quarter of 2017.6 

Figure 8.11: Real estate prices per square meter 
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The situation in the retail sector was similar 
to that of the office sector: supply declined 
from 475,000 square metres in 2016 to 

302,000 square metres in 2017. In addition, the retail 
sector faces strong competition from e-commerce 
sites, which are expected to play an important role and 
could challenge the retail industry’s demand for 
space in the future. 

The hotel sector saw a drop in the additional 
supply volume from 16,234,000 square 
metres to 8,093,000 square metres in 2017. 

However, it is expected to see a strong growth in 
supply as Expo 2020 approaches. In the industrial 
sector, the number of industrial buildings decreased 
from 378 in 2016 to 336 in 2017.7 

Despite the slowdown in growth in the real 
estate sector, several factors are expected 
to improve the future demand for residential 

units in the medium term. These include a continuation 
of Dubai’s average population growth rate of 6.6 per 
cent between 2011 and 2017 and the initiatives 
launched by the Government of Dubai in 2018 to 
develop mortgage systems and mechanisms to attract 
foreign property investment portfolios. 
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5 Source: REIDEN database. 
6  Source: REIDEN database. 
7  Dubai Statistics Center. 
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Figure 8.12: REIDEN Residential Sales Price Index in Dubai (base year 2003) 
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Figure 8.13: Rental prices AED (sq. metre) 
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Figure 8.14: Rental income returns in Dubai (%) 
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Global Real Estate Transparency Index 
8.21  John Lang LaSalle publishes the Global Real 

Estate Transparency Index. It is a composite 
index that comprises 6 sub-indices: perfor-

mance measurement; market fundamentals; gover-
nance of listed vehicles; regulatory and legal; transac-
tion processes and sustainability. The index classifies 
real estate markets into highly transparent, transpar-
ent, semi-transparent, low-transparency and opaque 
markets. Dubai leads the Middle East and North Africa 
real estate markets in terms of transparency by inter-
national rank. Nevertheless, it is still classified in the 
semi-transparent category. The Government of Dubai 
is working to improve the emirate’s performance in all 
of the areas that comprise the index. (Table 8.1) 

Real estate investment funds 
8.22  Real estate investment funds are new invest-

ment vehicles that facilitate investment in 
the real estate sector by individuals and help 

them diversify their investments. They also support 
the demand for real estate by buying properties of all 
types and then renting them or benefiting through 
capital gains in net asset value from increases in pric-
es. These funds provide returns to investors in the 
form of dividends. 

8.23  Dubai has allowed real estate investment 
funds to invest in the real estate market in 
Dubai since 2006. In 2007, Equitativa Real 

Estate was established as the first real estate invest-
ment fund and was listed on the Dubai Financial Market 
in 2014, which allowed the fund’s portfolio to grow to 
AED 3 billion comprising 11 properties (buildings, 
schools and retail buildings). In 2010, the company 

established another Sharia-compliant real estate 
investment fund which was listed on the Abu Dhabi 
Securities Market (ADX). Its investment portfolio is 
AED 418 million, distributed over apartments and villas 
located in Dubai and Ras Al Khaimah. 

8.24  In 2017, Emirates NBD established a real 
estate investment fund managed by Emirates 
NBD Asset Management Limited to invest in 

a diversified portfolio of properties in accordance with 
Islamic Sharia, with a focus on investment in the UAE. 
The value of the real estate portfolio reached US$ 463 
million, and the fund was listed on NASDAQ Dubai in 
2017. The fund works to generate returns to investors 
in the form of regularly distributed dividends, which are 
derived from rental income. The entry of financial insti-
tutions to Dubai’s real estate market will certainly stim-
ulate investment in this market. 

Real estate investments 
8.25  Total investments by investors in real estate 

amounted to more than AED 107 billion in 
2017, compared to AED 91 billion in 2016, a 

rise of 17.5 per cent. UAE nationals topped the list of GCC 
investors in 2017, investing AED 25 billion. Investments 
by GCC nationals totalled AED 12 billion in the same year, 
down significantly compared to AED 13 billion in 2016. 
Indian investors are the second biggest investors in the 
real estate market in Dubai, with investments amounting 
to AED 15.6 billion. Saudis come in third place with more 
than AED 7 billion, followed by the British and then Paki-
stanis with investments of AED 6 and 5 billion respec-
tively. Chinese, Jordanian, Egyptian and Canadian inves-
tors are in the next four places. (Figure 8.15) 

The Government of Dubai has allocated 
a total budget of AED 33 billion for Expo 
2020, AED 23 billion (70 per cent) will be 

invested in infrastructure projects. 
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Table 8.1: Global Real Estate Transparency Index for the Middle East and North Africa 

Country International Ranking Level of transparency 

Dubai 

KSA 

Abu Dhabi 

Egypt 

Bahrain 

Morocco 

Jordan 

Kuwait 

Oman 

Tunisia 

Source: John Lang LaSalle 
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Figure 8.15: Real estate investments in Dubai by nationality 2017 (billion dirhams) 
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