Brits palmed off elsewhere
Well it’s been interesting reading the papers this weekend, there are 100,000 or so buyers in the Southern part of the island apparently still waiting for their title deeds of which one third are thought to be Brits. I went on to read that there is an 800 strong group of investors and individuals who have given deposits to property brokers for holiday properties and there is believed to be hundreds of millions of pounds at risk. Thank goodness that is not here but it is in Dubai where many Britons invested their life savings of hundreds of thousands of pounds in off-plan properties during Dubai’s boom years and they now face losing their money after the collapse in the property market there.

Work has apparently stopped or significantly slowed down on many of the building sites in Dubai, including what was to be the second palm island.  The first palm island has been finished - this is a series of artificial peninsulas in the shape of a palm being reclaimed from the sea.  The authorities in Dubai were planning a series of these peninsulas in the shape of palm trees accommodating large numbers of seafront villas.  With the recession now taking a firm grip on Dubai it may be that only the first will be finished.
The property crash in Dubai has been one of the worlds most spectacular and has happened over a very short space of time.  The Morgan Stanley Bank estimates that projects worth £165 billion have been delayed or cancelled across the United Arab Emirates, with property values in Dubai falling by more than 40% since September.

We see the same parallels here, as prices rose during the past decade with investors buying off plan thinking it was cheaper or hoping they could sell properties on for a substantial profit without ever having to pay over all the money.  What we see now is, the investors have been hard hit as values tumble and construction projects are put on hold.  Those that bought from developers face the dilemma of whether to keep paying or cut their losses.

In the United Arab Emirates the situation has been complicated by the authorities revising rules on repaying money for property bought ‘off-plan’, which is likely to mean investors not getting a full refund on the monies they have spent.

The article I read refers to a self-employed businessman from the Midlands who has invested the whole of his life savings to pay £150,000 deposit towards a £500,000 villa.  He is now facing demands for further instalments even though to date nothing has been built.  His words are ‘we just want to get our money back and get out of it, the next best thing would be to have something actually built rather than money going into thin air’.  Another Brit bought two shops off-plan with a deposit of £100,000 and he is of the opinion that there is little chance of them being built; he says he is totally fed up and he has written to the British Government asking them to intervene.

Does this sound a bit familiar?  But just like in cases here the British authorities are impotent. The frightening thing is (and I hope no-one in authority here reads this article and gains some ideas!) the Dubai real estate regulatory authority (RERA) has recently drafted rules by which investors who pull out of contracts are refunded on a sliding scale depending on how much has been built.  The sting in the tail is, the developers are still entitled to 30% of the money paid even if nothing has been built at all.   This supposedly gives the developers an incentive to claim projects are still viable.  Thinking about it though, I am sure there are disappointed purchasers of property here who would be only too pleased to get some of their money back.

They say further revisions are being made to these regulations and there is talk that twenty seven projects will be cancelled with full refunds being made – but guess what?  There is a slight drawback, it depends if the money is still available!  Now that does sound familiar!  Just like here it seems deposits have been used to buy further land – a practice that has now been banned.  Just like here, I wonder whether foreign purchasers were ever given proper legal advice, as a spokesperson for one of the large legal practices in Dubai said that many investors had signed contracts that did not specify what would be built when.  By law developers have to start work within six months of registering projects, it appears many investors signed contracts obliging them to keep up instalments even if developers failed to build, they say ‘investors signed up to payment schedules that were in no way linked to milestones ..... that’s how the market worked here and purchasers didn’t query it because they were making so much money from property, it has become an issue because they are no longer making money’.
I was saddened to read this article in the Daily Telegraph because it parallels many cases here, but then again perhaps it’s because Brits buying abroad take unnecessary risks and only see the gains and not the pitfalls, they forget that property investment abroad is really property speculation.

Do you have a property problem?  Would you like to ask the House Doctor a property related question?  If so, please email Stuart at cyprushousedoctor@yahoo.com.  

