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REAL ESTATE MARKET DEMAND SIDE
Real Estate Transactions
Comprising around 16% of national income in 2016, Lebanon’s real estate sector has proved
to be one of the pillar sectors of the Lebanese economy. Though in times of economic
stagnation the value of real estate transactions retreated to a five-year low in 2015, it showed
a 5% yearly improvement in 2016 to reach USD 8.4 billion. Moreover, the total volume of
real estate transactions reached 64,248 in 2016, slightly growing by a yearly 1.4% in 2016.
Despite the reported yearly improvement, figures on the value and volume of real estate
transactions stood below the statistics reported in previous years.

Source: Real Estate Registry, Bankmed Research
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REAL ESTATE MARKET DEMAND SIDE
Real Estate Demand by Region
The real estate demand by region reveals that Beirut witnessed the highest yearly growth
in volume of real estate transactions rising by a yearly 9.4% to reach 4,277 transactions
in 2016. It was followed by Bekaa and South Lebanon which witnessed a yearly growth of
6.5% and 4.2%, respectively. Nevertheless, the volume of real estate transactions in Metn
and Keserwan posted a yearly decline of 6.5% and 3.8%, respectively.
It is important to note that the first quarter of 2017 witnessed a 14% yearly growth in volume
of real estate transactions to reach 17,081. Beirut’s upsurge in the volume of real estate
transactions continued, in January-March 2017, to witness a 39.6% yearly increase, followed
by a 19.1% and 18.3% yearly increase in Nabatieh and Metn.

Source: Real Estate Registry, Bankmed Research
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REAL ESTATE MARKET DEMAND SIDE
The regional evolution of the volume of real estate transactions shows that all regions across
Lebanon roughly maintained their share over the period 2011-2016 and witnessed only an
absolute decline in total number of transactions. The real estate volume of transactions
plunged from a total of 82,984 in 2011 to 64,248 in 2016, witnessing an overall 22.5% fall.
Nevertheless, Baabda still makes up the highest share of the total volume accounting for
21% in 2016, followed by North (16%), Bekaa (12%) and Metn (11%). In addition, Beirut's
share of the total volume of real estate transactions was maintained at around 7% in 2016.

Source: Real Estate Registry, Bankmed Research
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REAL ESTATE MARKET DEMAND SIDE
With regard to the value of real estate transactions by region, the highest increase was
witnessed in South Lebanon whereby the value of sold properties reached 590 million in
2016, increasing by a yearly 21.1%. It was followed by Beirut, which also witnessed an
upsurge in the value of real estate transactions by a yearly 19.6% in 2016 to reach USD 222
billion. Baabda came third with a yearly 17.3% increase reaching a total value of USD 1.98
billion in the same year. On the other hand, Nabatieh, Kesserwan, and Metn witnessed a
decline in the value of real estate transactions in 2016 by a yearly 29.6%, 12.7%, and 3.9%,
respectively.
As for the first quarter of 2017, the total value of real estate transactions increased by
14.3% to reach USD 2.34 billion where the major increase was witnessed in North Lebanon
(40.6%), followed by Nabatieh (38.4%), and Kesserwan (22%).

Source: Real Estate Registry, Bankmed Research
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REAL ESTATE MARKET DEMAND SIDE
A closer look at the real estate activity in Beirut city – which plays a significant role in
Lebanon's property market – shows that though the Beirut's share of total real estate
transactions slightly declined in recent years, the popularity of the capital as the preferred
residential area has maintained almost the same trend. In fact, Beirut's share of total real
estate transactions increased from 6.17% in 2015 to 6.66% in 2016. Moreover, the first
quarter of 2017 indicates an upward trend in Beirut's popularity in terms of volume of real
estate transactions reaching 7.31% in January-March 2017 up from 5.97% in the same
period last year.
Therefore, the capital is recovering its position as a vibrant contributor to real estate activity,
as contractors are gradually shifting their real estate supply within Beirut from large sized
luxurious apartments to medium and small sized-ones in order to match the domestic
needs of middle-income consumers and their respective budgets. It is important to note
that at times of low foreign demand for real estate in Lebanon, and specifically within Beirut,
contractors have been forced to design apartments that are more appealing in terms of size
and location to middle-income consumers than foreign investors. The share of foreign real
estate owners out of the total volume of real estate transactions declined from 2.2% in 2015
to 1.75% in 2016.

Source: Real Estate Registry, Bankmed Research

Source: Real Estate Registry, Bankmed Research
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REAL ESTATE MARKET SUPPLY SIDE
Construction Permits
Construction permits, the main indicator of oncoming real estate supply, remained stagnant
in 2016 at 12.3 million square meters even though both the value and volume of real estate
transactions increased. This is attributed to the fact that real estate transactions could
include the sale of preowned properties and not just newly constructed ones. Also, this is
because there is a lag in time between construction permits and on-site execution. As such,
the present value and volume of real estate transactions incorporate construction permits
obtained in the past.

Source: Banque du Liban, Bankmed Research
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REAL ESTATE MARKET SUPPLY SIDE
Construction Permits by Region
With regard to construction permits by geographical distribution, the year 2016 witnessed
an increase in Bekaa (20%), South Lebanon (15%), North Lebanon (10%), and Nabatieh
(13%). This increase was offset by a decrease in construction permits in Beirut (23%) and
Mount Lebanon (13%). Moreover, the first quarter of 2017 witnessed an overall decline in
construction permits across most regions except in Beirut and North Lebanon which posted
a yearly 65% and 11% increase, respectively.

Source: Order of Engineers, Beirut and Tripoli, Bankmed Research
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REAL ESTATE MARKET SUPPLY SIDE
Construction Permits by Usage
Over the period 2011-2016, the breakdown of construction permits by usage shows that
residential buildings constituted the lion share, accounting for 82% of total construction
permits. They were followed by commercial buildings which expanded from a share of 6.9%
in 2011 to 8% in 2016. Moreover, the share of economic sector buildings increased from
4.8% in 2011 to a share of 5.7% in 2016. It is worth noting that the share of public services
buildings declined by an overall 40.7% in the period 2011-2016 from 2.7% in 2011 to 1.8%
in 2016.

Source: Order of Engineers Beirut, Bankmed Research
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REAL ESTATE MARKET SUPPLY SIDE

A closer look on construction permits by usage reveals that permits related to public
buildings witnessed the largest fall in 2016 by an annual 42% to reach 168 thousand
square meters as a result of the contraction in projects related to public buildings. Moreover,
construction permits associated to residential, commercial, and tourism services buildings
also witnessed a decline in 2016. On the other hand, the only rise was seen in permits of
economic sector buildings that are related to production and agricultural buildings which
increased in 2016 by a yearly 15%.

Source: Order of Engineers, Beirut, Bankmed Research
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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 as well as Bekaa region. However, Beirut captured
the lowest immediate construction execution permits over the yearss. This signifies the
fact that in recent years many middle-income consumers shifted their demand to regions
outside Beirut seeking larger sized more affordable apartments. In addition, the available
construction space in Beirut has narrowed in recent years, as such immediate permits
automatically had to decrease. In general, the year 2016 witnessed an overall increase in
immediate construction permits in Lebanon by a yearly 2.4% in 2016 after it had declined
by a yearly 4.2% in 2015.

Source: Order of Engineers, Beirut and Tripoli, Bankmed Research
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REAL ESTATE MARKET SUPPLY SIDE
Cement Deliveries
The coincident indicator of real estate building activity – cement deliveries has showed a
slight fluctuation in recent years, yet the year 2016 witnessed a yearly increase of 4.3% to
reach 5,014 thousand tons, but still lower than deliveries recorded in the period 2011-2014.
Likewise, cement consumption increased to 1,091 kilograms per capita in 2016 indicating
that the year 2016 showed a step-up in real estate building activity.
It is important to note that even though construction permits depicted a slight decrease of
a yearly 1% in 2016, cement deliveries expanded. This discrepancy in the two real estate
supply indicators is due the lag between obtaining the construction permit and effectively
initiating construction which is estimated to be around 12 to 18 months. For this reason,
current cement deliveries are associated with both immediate construction permits which
increased in 2016 and construction permits obtained in previous years.

Source: Banque Du Liban, Bankmed Research

Source: Banque Du Liban, IMF, Global Cement Report, Bankmed Research
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REAL ESTATE PROPERTY PRICES
Despite the major economic slowdown that Lebanon has been facing in recent years, real
estate property prices have not been affected; on the contrary, average property prices
have been sustained, revealing a positive consumer sentiment. The continuous household
demand for residential property in Lebanon by end-users has pushed property prices
to increase. In fact, after a slight drop in 2015 (-1.8%), the average value of real estate
transactions across all regions rose by a yearly 4.6% in 2016 to reach USD 154,232, up from
an average of USD 147,476 in 2015.
A deeper analysis of the average value per real estate transaction across all regions –
excluding Beirut – indicates that average property prices rose by a yearly 1.4% in 2016
and stood at an average value of USD 102,039. However, property prices exclusively at
Beirut witnessed a 9.4% yearly increase to reach an average of USD 519,991 per mediumsized apartment. As such, high real estate demand in Beirut coupled with an increase in
the number of real estate transactions (+9% y-o-y) pushed property prices in the capital
upward in 2016.

Source: Real Estate Registry, Order of Engineers – Beirut & Tripoli, Bankmed Research
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REAL ESTATE PROPERTY PRICES
Moreover, the highest increase in property prices was witnessed in the South (16.2%) and
Baabda (13.4%) where the average price per real estate transaction reached USD 89,668
and USD 146,398, respectively. This shows that the popularity of Baabda as a residential
region has been growing over the years given its proximity to the capital and its affordability
when compared to higher average property prices in Metn. On the other hand, the highest
decline in property prices was seen in both Nabatieh (-32.2%) and Kesserwan (-9.3%)
reaching an average of USD 41,357 and USD 127,145 respectively
An analysis of the correlation between Lebanon's economic growth and the demand for
housing, proxied by the change in the average value of real estate transactions across all
regions during the period 2011-2016, reveals a correlation coefficient of +0.3. This signals
a positive relation, yet insignificant correlation between demand for real estate and the
economic growth in Lebanon. Even though the country has been facing a slump in real
GDP growth since 2011, demand for real estate properties has been resilient as it is not only
considered as a necessity for individuals, couples, and families, but it is also considered as
one of the safest investments at times of economic distress.

Source: Real Estate Registry, Order of Engineers – Beirut & Tripoli, Bankmed Research
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REAL ESTATE MARKET FINANCING
Lending to Construction
Loans granted to the construction sector have witnessed a steady growth throughout the
years reflecting sustained levels of the sector’s activity during periods of economic slowdown,
except for the year 2014 during which growth in construction loans decelerated. Moreover,
loans granted to the construction sector posted a year-on-year 13% increase over the first
half of 2016, which is equivalent to the change achieved in the full year of 2015. Lending to
construction reached USD 11,211 million in January-June 2016, posting a five year record
high level. The construction sector has been adjusting to the new residential specifications
demanded by end-users who are requiring small-to-medium sized apartments that coincide
with their financial constraints.

Source: BDL, Bankmed Research
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REAL ESTATE MARKET FINANCING
Lending for Housing
Growth in lending for housing continued at double digits rates during the period 2011-2015.
In the first half 2016, total housing loans grew by 11% to reach USD 11,472 million as at endJune 2016 – the highest amount since 2011. This growth is mostly attributed to the ongoing
role of Banque du Liban (BDL) through the various subsidized housing loans schemes and
its support to commercial banks in order to facilitate the process of owning a residence by
applying historical low rates as incentive measures for loans in LBP since mid-2009. In
addition, Banque De L’Habitat has decreased the lending interest rate applied on housing
loan contracts signed as of 01/01/2017 from 5% to 3% per year for both Lebanese residents
and non-residents. This is expected to boost lending for housing in the coming years.
As such, Lebanese commercial banks and Banque De L'Habitat, under the supervision
of BDL, are the primary source of funding for contractors, home-buyers, and investors.
Moreover, the continuous expansion in lending reveals the positive local consumer and
investor sentiment in Lebanon’s real estate sector and ascertains its confidence in its
banking sector.

Source: BDL, Bankmed Research
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REAL ESTATE SECTOR IMPACT ON GOVERNMENT BUDGET
Registration Fees
Registration fees, which represent the bulk of real estate sector-related public revenues,
increased by a yearly 5% in January-September 2016 to reach USD 379 million. This
growth coincides with the growth in the volume of real estate transactions and with the
growth in housing loans reflecting the stability of the sector and its significant impact on the
government budget.

Source: Ministry of Finance, Bankmed Research
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REAL ESTATE SECTOR IMPACT ON GOVERNMENT BUDGET
Public Revenues from Real Estate
Moreover, total public revenues generated from real estate sector-related fees (taxes on
property) increased by an annual 4.6% to reach USD 602 million in the period JanuarySeptember 2016.
It is important to note that the year 2015 witnessed a drop in both real estate registration
fees and taxes on property by a yearly 10.7% and 5.3%, respectively. Nevertheless, the first
nine-months of 2016 depict a positive growth in both.

Source: Ministry of Finance, Bankmed Research
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GLOBAL REAL ESTATE INSIGHTS
A global view on the top expensive cities with regard to real estate properties reveals that
Monaco ranked on top of the world with the highest buying price amounting to an average of
USD 60,114 per square meter. London came second with a buying price of USD 34,531. It
was followed by Hong Kong (25,551 USD/Sqm), New York (17,847 USD/Sqm), and Moscow
(16,021 USD/Sqm). Figures are typically based on the average for a 120-square-meter
apartment located in a prime inner city area.

Source: Global Property Guide, Bankmed Research
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GLOBAL REAL ESTATE INSIGHTS
With regard to the top expensive cities in terms of property rental fees, London came first
with an average of USD 11,089 per month followed by Hong Kong with an average of USD
7,024 per month. Third came Bermuda (5,597 USD/month) followed by Paris (5,478 USD/
month) and Geneva (5,167 USD/month).
It is important to note that property rental fees per month in Dubai ranked within the top
20 most expensive cities with regard to real estate rental fees per month with an average
amounting to 3,070 USD/month (18th position).

Source: Global Property Guide, Bankmed Research
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GLOBAL REAL ESTATE INSIGHTS
An assessment made on some Middle East & North African countries shows that Beirut is
considered as one of the most expensive cities with regard to real estate property ownership.
The average buying price of properties in Beirut city amounted to 3,693 USD/sqm. It was
followed by Marrakesh (1,549 USD/sqm) and Amman (1,415 USD/sqm).
With respect to the buying price – to – rent ratio, it indicates the years of rent which would
be required to buy such an average sized apartment. In Beirut, it takes an average of 22
years of rental income to be able to buy the apartment – a ratio that is considered one of the
highest within the MENA region.

Source: Global Property Guide, Bankmed Research

As for the gross annual rental income expressed as a percentage of property purchase
price, it is correspondent to what a landlord can expect as return on his investment before
taxes, maintenance fees, and other costs. The type of properties within the study included
apartments in excellent condition, with good facilities, and have been refurbished or
redecorated within the last five years. The highest gross rental yield within selected countries
in the MENA region was recorded at Cairo with a yield of 9.4%. As for Beirut, it recorded the
lowest rental income as a percentage of the property’s value (4.5%).
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CONCLUSION
Demand for real estate properties has been resilient in recent years and have grown in
2016. This resilience caused average property prices to increase in 2016. This is attributed
to the fact that residential properties which comprise the majority of real estate transactions
are not only considered as a necessity for individuals, couples, and families, but are also
recognized as one of the safest investments at times of economic distress. Finally, both
demand and supply of real estate properties remain highly dependent on the various
credit facilities offered by Lebanese commercial banks and Banque du L’Habitat under the
supervision of BDL.

Mazen Soueid, Ziad Hariri, Rita Nehme and Nadine Abdel Fattah
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