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REAL ESTATE MARKET DEMAND SIDE
Real Estate Transactions
Over the last decade, the real estate sector has become one of the pillars of Lebanon's
economy, especially during times of economic and political stability, when real estate
transactions surged quite high. Nevertheless, domestic and regional political uncertainties
coupled with slowdown in economic growth have posed challenges to the performance of
the sector.
The slight improvement in the overall growth within the sector witnessed in 2014 did not
extend in 2015 as the value of transactions declined by 10.6% reaching USD 8.01 billion,
and the volume of transactions fell by 10.4% to 63,386 thereby both declining to a five year
low.

Source: Real Estate Registry

Bankmed - Market & Economic Research Division

2

SPECIAL REPORT
Analysis of Lebanon’s Real Estate Sector - March 2016

REAL ESTATE MARKET DEMAND SIDE
Real Estate Demand by Region
After recovering in some regions across Lebanon in 2014, the lower volume of real estate
transactions in all regions depicted a falling demand in 2015. The highest decline was owed
to Beirut which had been suffering from subsiding demand for property of a cumulative
43.7% since 2010. The volume of real estate transactions in Beirut dropped by a yearly
17% in 2015. It was followed by Baabda and Kesserwan with a fall of 15.7% and 11.3%,
respectively.

Source: Real Estate Registry
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REAL ESTATE MARKET DEMAND SIDE
Real Estate Demand by Region
The year 2015 also witnessed a drop in the value of real estate transactions in all regions.
Particularly, Beirut recorded a 23.8% year-on-year drop in the value of property sales, which
reached USD 1.86 billion in 2015. Likewise in the South, lower property sales resulted in
lower value of real estate transactions by a yearly 23.2%. Similarly, each of the North,
Baabda, and Bekaa regions witnessed a decrease in the value of property sales mainly
due to the deteriorating real estate demand.

Source: Real Estate Registry
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REAL ESTATE DEMAND BY REGION

Demand for property by location preference revealed a decrease in property sales in Beirut
from a 27% share in 2010 to 23% share in 2015. Meanwhile, each of Metn and Kesserwan
slightly gained in market share reaching 20% and 13%, respectively, in 2015.

Source: Real Estate Registry
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REAL ESTATE DEMAND BY REGION

A closer look at real estate activity in Beirut city –which plays a significant role in the property
market– shows that the popularity of the capital as the preferred residential area has fallen
over the years. In fact, the disproportionate change in real estate price trends in Lebanon
resulted in a shift in demand behavior with buyers seeking more affordable properties in
various regions outside the capital.

Source: Real Estate Registry
The high real estate prices in Beirut have forced middle-income consumers to shift their
demand to residential areas in the suburbs. Furthermore, given that a large portion of
the property available in Beirut region today developed during a period of rising foreign
demand, it makes it difficult for this property to match the domestic needs of middle-income
consumers, who usually seek reasonably priced and small-sized property. As indicated in
the above graph, Beirut region’s share of the total volume of real estate transactions has
gradually dropped over the period 2010-2015 to 6.17% (3,911 transactions) in 2015.
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REAL ESTATE MARKET SUPPLY SIDE
Construction Permits
As demand in the real estate sector fell during the period 2011-2015, the corresponding
supply activity adjusted for the falling trend. Construction permits, the main indicator of
oncoming real estate supply, reached 12.3 million square meters in 2015 down from 13.5
million square meters in 2014 where the attitude towards investing in new construction
projects slightly improved during that year. However, the lower demand for properties in
2015, resulted in a yearly 8.9% drop in construction permits.

Source: Banque du Liban
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REAL ESTATE MARKET SUPPLY SIDE
Construction Permits by Region
With regard to construction permits by geographical distribution, the year 2015 witnessed
a decline in all regions across Lebanon. The highest decline is allotted to Beirut (29%),
followed by North (12%) and South Lebanon (8%).

Source: Order of Engineers, Beirut and Tripoli

Source: Order of Engineers, Beirut and Tripoli

Over the period 2010-2014, the breakdown of construction permits by usage shows that
residential buildings constituted the lion share, accounting for 84% of total construction
permits. It is followed by commercial buildings which expanded from a share of 6% in
2010 to 8% in 2014. However, the share of public and economic sector buildings slightly
declined to a share of 2% and 4%, respectively.
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REAL ESTATE MARKET SUPPLY SIDE
Immediate Construction Execution Permits
A closer look on the immediate construction execution permits reveals that over recent
years the highest immediate construction permits were allocated to Mount Lebanon. It was
followed by North and South Lebanon and Bekaa region. However, Beirut captured the
lowest construction execution permits. This signifies the fact that in recent years, the high
property prices in Beirut have caused middle-income consumers to shift their demand in
real estate to regions outside Beirut. This in-turn pushed the supply of real estate properties
to increase in all regions outside Beirut as shown by the increasing immediate construction
execution permits for the period 2012-2014 in those regions.

Source: Order of Engineers, Beirut and Tripoli
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REAL ESTATE MARKET SUPPLY SIDE
Cement Deliveries
The slowdown characterizing the real estate market over the last couple of years is also
shown by the declining cement deliveries, the coincident indicator of building activity.
The year 2015 witnessed a large drop in cement deliveries, coinciding with the drop in
construction permits. Cement deliveries recorded a yearly drop of 8.6% in 2015 reaching
5,043 thousand tons- the lowest in five years. Likewise, cement consumption declined to
958 kilograms per capita.

Source: Banque Du Liban, Bankmed Research
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REAL ESTATE MARKET SUPPLY SIDE

Source: Banque Du Liban, IMF, Global Cement Report, Bankmed Research
A closer look on the cement consumption reveals a positive relationship between cement
consumption per capita and real GDP growth. During economic booms, Lebanon exhibited
a significant growth in cement consumption per capita.
Over the last ten years, Lebanon witnessed two major economic booms in the years 2007
and 2009 where real GDP recorded a growth of 9% and 10% respectively. During those
years, cement consumption per capita grew significantly by 16% in 2007 and 15% in 2009.
As the economy receded in the following years, consumption per capita growth retreated
as well.
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REAL ESTATE MARKET SUPPLY SIDE

Source: Banque Du Liban, IMF, Global Cement Report, Bankmed Research
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REAL ESTATE PROPERTY PRICES
The year 2015 witnessed a slowdown in Lebanon's economy recording a real GDP growth
of 2%. As such, several sectors in the economy were adversely affected. The real estate
sector, in particular, has been faced with subdued demand and supply as a result of the
economic slowdown. However, figures of real estate transactions revealed that the activity
within the sector did not drop beyond a base-level depicting comparable figures with
previous years. As a result, real estate prices have been sustained despite the slowing
demand. Furthermore, Lebanon's real estate sector faces a real demand rather than a
speculative one where Lebanese residents account for the largest portion of demand for
property. However, the share of foreign demand out of total volume of real estate transactions
increased in 2015 recording a five-year high. Hence, given the continued momentum in
demand by end-users, both local and foreign investors remain confident in the real estate
sector pushing property prices to remain sticky.
In order to understand the discrepancy in trend evolution of real estate demand, it is
important to study the evolution of average value per real estate transaction. This value has
gradually increased over the period 2010-2015 in all regions across Lebanon. Particularly,
the average selling price per real estate transaction in Beirut increased by 28.5% in 2015
reaching USD 475,377 up from USD 369,656 in 2010. However, a closer look on the yearly
change in prices depicts that the average selling price per real estate transaction in Beirut
declined by 8.2% in 2015 from an average price of USD 517,888 in 2014. This drop is
attributed to a shift in demand towards real estate properties outside Beirut as a result
of the higher selling prices within Beirut. When comparing property prices across other
regions, the average selling price per real estate transaction in Metn, which is almost half
the average selling price per real estate in Beirut, rose by 35.6% between 2010 and 2015,
reaching USD 207,497. Besides, Kesserwan and Baabda also witnessed a rising average
value per transaction in 2015 reaching USD 140,169 and USD 129,060, respectively. The
yearly change in the average selling price per real estate property shows that prices in Metn
rose by a yearly 6.5% in 2015 up from USD 194,807 in 2014. Likewise, prices in Kesserwan
and Baabda witnessed a yearly increase of 9.8% and 1.7%, respectively.
Thus, the rising trend of real estate demand in those regions among middle-class consumers
is pushing their respective average value per transaction upward as higher demand is
attributed to the affordable range of property prices as well as the proximity of these regions
to the capital.
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REAL ESTATE PROPERTY PRICES

Source: Order of Engineers
Another indicator of the stickiness of the high property price in the real estate sector is the
relatively high house price to income ratio exhibited in Lebanon. This ratio represents the
ratio of the cost of a typical upscale housing unit (approximately around 100 square meters)
compared to the country's GDP per capita. In Lebanon, the ratio depicts that a typical
house-buyer needs 37 times his/her GDP per capita to buy a 100 square meters housing
unit. Jordan and Egypt exhibit lower ratios of 27.3 times and 25.6 times respectively.
However, the United Arab Emirates has the lowest house price to income ratio of 11.3 times
depicting a more competitive and flexible real estate market.

Source: Global Property Guide
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REAL ESTATE MARKET FINANCING
Over the last decade, demand for real estate has significantly increased, driving Lebanese
banks to develop tailor-made housing loans to meet the needs of the developers of new
properties, home-buyers, and investors
Lending to Construction
Loans granted to the construction sector have increased throughout the years reflecting
sustained levels of the sector’s activity during periods of economic growth and slowdown.
During the year 2010, outstanding construction loans increased by 30% by the end of the
year. However, as the demand for real estate property moderated in the past few years,
lending to construction gradually adjusted to the falling activity in the real estate sector. In
fact, construction loans grew by only 5% in 2014, recording USD 9,599 million by end-2014.
Nevertheless, construction loans in the first half of 2015 recorded a 4% increase reaching
USD 9,956 indicating that lending to construction is still increasing but only at a slower rate.

Source: Banque Du Liban
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REAL ESTATE MARKET FINANCING
Lending for Housing
Over the last five years, housing loans witnessed sustained growth despite the economic
slowdown. This growth is mostly attributed to the support of the Central Bank of Lebanon
through the various subsidized housing loans schemes. In addition, banks have facilitated
the process of owning a residence by applying historical low rates following the Central
Bank of Lebanon incentive measures for loans in LBP since mid-2009. Growth in lending for
housing continued at double digits rates during the period 2010-2014. The year 2015 may
be witnessing a slight slowdown in housing loans which grew at 5% in the first half of the
year reaching USD 10,324 million up from USD 9,879 million in 2014.

Source: Banque Du Liban
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REAL ESTATE MARKET FINANCING
An analysis of the correlation between lending for housing and real estate property sales
reveals a correlation coefficient of +0.6. This signals a positive relation between access to
credit facilities and demand for property. In fact, the banking sector has long played a vital
role in boosting demand for real estate and maintaining its sticky prices.

Source: BDL, Order of Engineers
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REAL ESTATE SECTOR IMPACT ON THE ECONOMY
National income by economic activity
The breakdown of Lebanon's national income by economic activity shows that the highest
share of GDP is attributed to the real estate and construction sectors comprising a 20%
share. This implies that growth in real estate sector widely impacts economic growth within
the country.

Source: Central of Administration of Statistics
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REAL ESTATE SECTOR IMPACT ON THE ECONOMY
Real estate sector impact on budget
Registration fees, which represent the bulk of real estate sector-related public revenues,
increased by an average annual growth rate of 0.4% over the period 2010-2014, in line with
the stability in the real estate sector after the boom in 2009.
Registration fees reached USD 574 million in 2014. However, in face of the slowdown in the
real estate sector, real estate registration fees declined by a yearly 21% in January-May
2015 to USD 190 million when compared to USD 240 million in January-May 2014.

Source: Ministry of Finance
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REAL ESTATE SECTOR IMPACT ON THE ECONOMY
Over the period 2010-2014, total public revenues generated from real estate sector-related
fees (taxes on property) accounted for an average of 8.2% of total public sector revenues.
Public revenues from the real estate sector rose by an average annual rate of 3.4% over the
same period reaching USD 826 million in 2014. Nevertheless, public sector revenues from
real estate sector fees declined by a yearly 8.9% for the period January-May 2015 reaching
USD 340 million down from USD 373 million over the same period in 2014. As such and due
to lower real estate transactions, the contribution of real estate sector-related fees to total
public revenues declined over the same aforementioned period.

Source: Ministry of Finance
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REAL ESTATE MARKET GLOBAL POSITION
International Property Rights Index
As a component of the International Property Rights Index, the Physical Property Rights
Index measures and compares the protection of physical property rights across countries.
It investigates the effects of a country’s legal and political environment as well as the
recognition and enforcement of physical property rights on the economic development
of a country. A strong property rights regime commands the confidence of people in its
effectiveness to protect private property rights. It also provides for seamless transactions
related to registering property. Finally, it allows for the access to credit, which is necessary to
convert property into capital. For these reasons, the following variables are used to measure
private physical property rights:
(1) Protection of Physical Property Rights: this variable directly relates to the strength of
a country’s property rights system as it reflects experts’ views on the quality of judicial
protection of private property, including financial assets. Additionally, it encompasses
professionals’ opinions on the clarity of the legal definition of property rights;
(2) Registering Property: this variable reflects businesses’ point of view on how difficult it is
to register property in terms of both length of time and procedures necessary.
(3) Access to Loans: this variable is included because access to a bank loan without
collateral serves as a proxy for the level of development of financial institutions in a country.
Financial institutions play a complementary role, along with a strong property rights system,
to bring economic assets into the formal economy.
Lebanon has recorded a Physical Property Rights Index value of 5.4 and has ranked 81st
among 131 countries worldwide according to the 2015 survey, deteriorating from a score
of 6.3 in 2014. This decline is due to losses in both Access to Loans and Protection of
Physical Property Rights. Globally, Lebanon came ahead of Zambia (53rd worldwide) but fell
behind Lithuania (52nd worldwide). Regionally, Lebanon ranked 15th following Tunisia (73rd
worldwide) but ahead of Algeria (88th worldwide), Iran (105th worldwide), and Egypt (115th
worldwide).
It is important to note that Qatar ranked 1st globally and regionally followed by United Arab
Emirates (UAE) and Oman, hereby indicating that countries in the gulf are becoming more
developed in terms of protection of physical property rights, registering property, and
access to loan facilities easing the purchase of real estate.

Source: International Property Rights Index
Bankmed - Market & Economic Research Division

21

SPECIAL REPORT
Analysis of Lebanon’s Real Estate Sector - March 2016

REAL ESTATE MARKET GLOBAL POSITION
Ease of Doing Business
Doing Business sheds light on how easy or difficult it is for a local entrepreneur to open and
run a small to medium-size business when complying with relevant regulations. It measures
and tracks changes in regulations affecting 11 areas in the life cycle of a business:
(1) starting a business
(2) dealing with construction permits
(3) getting electricity
(4) registering property
(5) getting credit
(6) protecting minority investors
(7) paying taxes
(8) trading across borders
(9) enforcing contracts
(10) Resolving insolvency
(11) Labor market regulation
According to the World Bank's report on the ease of doing business among 189 economies,
Lebanon ranked 123rd globally ahead of Egypt (131st worldwide), Iraq (161st worldwide),
and Algeria (163rd worldwide). However, Lebanon fell behind Iran (118th worldwide), Jordan
(113rd worldwide), and Kuwait (101st worldwide).
In terms of dealing with construction permits, Lebanon ranked 130th worldwide, yet regionally
it ranked 15th out of 17 countries. The indicator set on dealing with construction permits
measures the procedures, time and cost to comply with the formalities to build a property
including obtaining necessary licenses and permits, completing required notifications and
inspections, and obtaining utility connections.
With regard to registering property, Lebanon ranked 103rd globally and 14th regionally. The
registering property indicator set assesses the efficiency of land administration systems by
measuring the procedures, time and cost to transfer a property from one party to another.

Source: Ease of Doing Business, World Bank
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CONCLUSION
In Lebanon, the real estate sector remains one of the prime sectors in the Lebanese
economy. However, following the boom that emerged earlier, the real estate sector is facing
a slowdown in both, transactions and construction. The revival of the real estate sector
is highly dependent on favorable economic conditions and political stability domestically
and regionally. Such positive developments shall prompt the economy and stimulate the
sentiment of both, residents and non-residents equally.
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