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ExecutiveSummary

A Thereis a litany of researchthat concludesthat sentimenthasa significanteffect on housingpricesparticularin boom and
bust scenarios W! y A & 1LJX Ndkiginall Eoined by John Maynard Keynes, guides human behavior by inserting
unpredictabilityinto market cycles Thiscan be witnessedin the run-up and crashof the Americanhousingmarket from
20002011

A We opine similar effectsof W1y A& Y.JA iMBuéndethe Dubaireal estate cyclesby amplifyingvolatility. One of the major
eventsthat ignited W Iy & Y.JA iNdsthiedbdld up to the win of the World Expo202Q Overthe 21-month periodin the race
to win the position asthe host city, pricesescalatedby 40% and another 18% within 5 months after the win. Price hikes
were considerablyhigher during times closer to the announcementsdates Although, the world expo event has had
numerouspositive effectson other host citiesin the past,the realizationof these effectsare over a longer gestationperiod
andcloserto the actualeventitself.

A Acloserlookinto the timeline of newspublishedrelatingto the real estate marketrevealsthat there is a lag effect between
predictingor stating market conditionscomparedto the realitieson the ground Theseinstancescan be witnessedin both
the USand Dubaimarket, where the newsarticlesclusteredaroundthe inflection points are still preachingeither pessimism
or optimism, but in reality the turn around hasalreadybegunas smart money has entered the market It is this lag effect
between & |y AAYLIJAE M3iréflécted in the mediaand the & & Y IYI8YY Sa¥oéind inflection points that is the greatest
indicatorof the ineffectivenes®f the Y S R Anhp&#on the predictiverole of assetprices

A Capitalmarkets historically have been a leadingindicator and a gaugeto measurelevelsof economicactivity. The recent
surgein equity valueson the DFMhasfollowed closelyby transactionalvaluesin real estate rising and a bottoming out of
prices Whilst it is too early to state whether an inflection point hasbeenreached,it is worthwhile to note the symbiotic
relationshipbetweencapitalmarketsandreal estatevalues
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The World Expo and Animal Spirits

& [ 2ryh3s a misleading guide to current affairs. In the long run we afe &ll -R £
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Theabovechartdepictsthe changein real estatepricesduringthe build-up of the win to the World Expo202Q Thereis a higher
increasein price changecloserto the announcementfor the bid and win of the World Expoevent Thisis an exampleof how
animalspirits were ignited by an exogenousevent, that could potentially have greateconomicbenefitsin the future. However,
after the win of the expo, irrational exuberancecooleddown, asrealizationset in that the actualbenefits of the event would
accrueoveralongerperiodof time.
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A similartrend canbe witnessedin the buyingpattersto that of the pricefluctuations Therewasspurtin activity from the time
of the bid of the eventtill shortly after the win. However,months after the win transactionalactivity beganto decline,asthe
euphoriaof the eventdied down and speculativeactivity surroundingthe eventbeganto recede



Media and Inflection Points
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A look into the News Headlines in Dubai While the Correction was Liidgr
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Theabovechart depictsthe newsheadlinethat were circulatedin the mediaaroundthe time before pricesbeganto declinein
mid-2014 Majority of the themesof articleswere buyout with a generalnotion that priceswould increasefurther, thereby
underliningthe notion that mediareports and the zeitgeistis often guilty of the & K SWRY U | thah thieg themselveswarn
investorsagainst



A look into the News Headlines for the Dubai Real Estate MaFkem Bull to Bear
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Theabovegraphrevealshow the tone of the mediachangedfrom optimismto pessimismin the currentdown-turn. It reveals

that once pricesactually plateauedand turned negative,the tone changed Thisreiterates that point that investorsneed to
analyzethe fundamentals,comparedto following the media in order to define their position, and that the ¢ T SA (a8 S A a
reflectedby mediareportshasbeenlaggingmarketactivity, especiallyduringinflection points.



Media on USA readstate Before the 2012 Bull Run
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Thissort of lagis witnessedin other countriesand marketsaswell. Theabovegraphshowsthat before the inflection
point of 2012 the media was still publishingresearchand articlesthat vastly portrayed a further doom and gloom
scenariowhich continuedwell after the inflection point in assetpriceshad beenreached It is this lag effect between
a Iy AAYLBAf MdkelleEtédin the mediaandthe & & Y ¥ RA Sadoéndinflection pointsthat is the greatestindicator
of the ineffectivenes®f the Y S R Ainp&on the predictiverole of assetprices



Stock Markets and Real Estate
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Capitalmarkets historicallyhave been a leadingindicator and a gaugeto measurelevelsof economicactivity. Asthe above
graphshows,they havealsobeena leadingindicatorfor predictingreal estateassetvalues Therecentsurgein equity valueson
the DFMhasfollowed closelyby transactionalvaluesin real estaterisingand a bottoming out of prices Whilstit istoo earlyto
state whether an inflection point hasbeenreached.,it is worthwhile to note the symbioticrelationshipbetweencapitalmarkets
andreal estatevalues



ConCI US|OnS Animal Spirits and the World Expo 2020 Media and Inflection Points

Wiy A Ya LA NJodgidly
coined by John Maynard
Keynes, guides human
behavior by inserting
unpredictability into market
cycles

Capital markets historically
have been a leading indicator
and a gaugeto measurelevels
of economicactivity

A prominent examplethat portrayed the effects
of WI y AAYLJIA Mdcently dh the real estate
market wasthe run up to winningthe bid for the
World ExpoEvent

The benefits of the event are brought about to
the economy over a longer period, especially
closer to the event itself However, prices
escalatedby 40%till the run up, and another20%
after the win.

A closer examinationof the price hikes reveals
that the largestincreasedranspiredduringtimes
closer to the announcementsand immediately
after the win

Stock Market as a Future Indicator

Historically, capital markets have been used as a
leadingindicator to measurefuture health of the
economy

Therecent spikein equity valueson the DFMhas
followed closely by transactional values in real
estaterisinganda bottomingout of prices

Whilst it is too earlyto state whether an inflection
point has been reached, it is worthwhile to note
the symbioticrelationshipbetween capital markets
andreal estatevalues

Thereis a lag effect betweenthe tone of the media
andthe realitiesof the market

In mid-2014, when the majority of articles were
preaching optimism and further prices hikes, the
marketindexhadalreadybegunto plateauandfall.

Thisphenomenacanbe witnessedin the marketsof
other countries For examplein 2012 before the
recoveryof UShousingmarket,the mediawasvastly
portrayinga gloomanddoomscenario

Thegoesto showthat the mediashouldnot be used
as a tool to detect inflection points and a turn
aroundof the market

Conclusion

Decisiongdriven by Wy A& \LJA {Bid ihe&intedia
usually causethe investorto get trapped in herd
mentality, consequenthyblindingthem from seeing
the inflection point in the market

In order for investors to better gauge market
conditionsand inflection points, a deeperanalysis
isneededto assesshe realvalueof the asset
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