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What just happened?

In June 2026, Abu Dhabi introduced a temporary ban on rent
increases for all existing leases across all sectors, including
residential, commercial and industrial. This effectively suspended
the emirate's long-standing 5% cap on annual rent increases. The
measure requires any previously rented unit to renew at the same
rent as the last registered Tawtheeq contract, including new
contracts for previously rented units. It was implemented through
an ADREC directive and disputes will be settled and penalties will
be enforced through the existing tenancy framework established
two decades ago.! Abu Dhabi has presented the freeze as a
necessary short-term stabilisation measure during a period of
regional uncertainty. It is intended to contain strong rental growth
driven by record-high occupancy rates, public-sector demand,
and sharply rising lease costs. Residential rents have reportedly
climbed by 15% across Abu Dhabi and by 23% in investment zones,
even as a longer-term development pipeline is under way.2 How
does this measure compare with other UAE rent control regula-
tions, including those used during Covid?

The regulatory background

Rent regulation in the UAE has evolved at emirate level over the
past two decades. Dubai and Abu Dhabi have taken notably
different paths, while the Northern Emirates have introduced their
own variations. In Dubai, the modern era of rent regulation began
with Law No. 26 of 2007, as amended by Law No. 33 of 2008. This
created a formal landlord-tenant framework and empowered the
Real Estate Regulatory Agency (RERA) to oversee rent increases.3
That framework was tightened by Decree No. 43 of 2013, which
introduced a tiered cap system linked to the Dubai Land Depart-
ment Rental Index. This system permits different increases at
renewal depending on how far the current rent falls below the
indexed average for comparable units, and requires at least 9o
days' written notice before any increase can take effect. More
recently, this has been refined through the Smart Rental Index,
which allows a more accurate assessment of the quality of the
relevant property.5 Abu Dhabi, by contrast, has relied on a simpler
set of rules. Law No. 20 of 2006 allowed rent increases only once a
year and capped them at 5% of the existing rent, with ADREC
maintaining a rent index to guide renewals.® This changed in 2012,
when Law No. 32 removed the cap and allowed landlords to raise
rents in line with the market. Then, in 2016, Resolution No. 14
reinstated the 5% cap.” Other emirates have adopted their own
controls: Sharjah's Law No.5 of 2024 effectively imposed a three-
year freeze on rent increases from the start of a tenancy, together
with a further two-year bar after any agreed increase, with any
later subsequent adjustments based on ‘fair rent'® Aiman bars
increases for three years and then caps them at 20% with notice
requirements; Umm Al Quwain allows one increase per year up to
10%.9 Ras Al Khaimah and Fujairah, like Abu Dhabi, generally apply
a 5% annual cap, regulated through local rent dispute committees
rather than a central authority.*

Across the UAE, therefore, the pattern before this year was one of
capped, rule-based increases rather than outright freezes. Even
during the Covid-19 period, the UAE relied on these existing caps
rather than introducing formal, time-limited rent freezes. Abu
Dhabi's 2026 therefore marks a significant departure from the
earlier emphasis on controlled but still positive rent increases.

What do economists say?

Rent freezes® are a form of regulated price ceilings, where the
government or regulator fixes rents, below the market-clearing
level. On the positive side, rent freezes can provide insurance-like
benefits. They protect tenants from rent shocks and displacement,
which can be important where households cannot move because
of work or other ties - a point especially relevant for Abu Dhabi. For
this reason, some economists have described rent control as a
second-best substitute in housing markets that do not provide
enough stability or protection for tenants.2%3

On the negative side, standard microeconomic models, often
associated with more market-oriented approaches, suggest that
such measures increase demand while discouraging landlords
from supplying or maintaining housing. This can lead to what
economists call deadweight loss and resource misallocation.
Over time, empirical studies have broadly supported this concern:
empirical studies have persistently demonstrated that residential
rent freezes have redistributed income from landlords to sitting
tenants and reduced market liquidity, for example tenants in
controlled homes often stay put even when their housing needs
change® Landlords, facing capped returns, may also reduce
maintenance or investment, which if prolonged would degrade the
real estate stock. So, whilst rent freezes may benefit existing
tenants, the consensus amongst economists is that in theory a
ceiling on rents will eventually reduce both the quantity and
quality of housing available in the rental market?” One way this
can happen is that owners seeing the value of renting fall delay
maintenance or convert their rental unit into owner-occupied
housing. The resulting supply shortage may then force new
residents into less suitable locations and leave them paying higher
rents in the uncontrolled part of the market.

Overall, the view of contemporary economics on rent freezes is
more balanced than in the past.® Supporters who call for rent
freezes in cities heavily affected by high rental levels, such as New
York, now temper their advocacy by recognising that rent freezes
on their own are unlikely to benefit renters themselves: there must
also be growth in supply, government-directed in the case of
affordable housing* Critics now recognise that rent freezes
involve trade-offs for policymakers between providing budgetary
security immediate affordability and stability for tenants, but at the
potential cost of reduced supply, lower housing quality, and
distortions in allocation.®
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Rent freezes in practice

It is important to recognise that almost all the economic analysis of
rent freezes focuses on their long-term effects, rather than their
role in short-term market stabilisation. In practice, governments
have used rent freezes and strict controls in very different ways,
with correspondingly mixed results. The classic long-run failures
are well known. Sweden's system of tightly controlled rents, in
place for many decades, produced chronic housing shortages,
multi-year waiting lists for regulated apartments, a thriving black
market in contracts, and significant misallocation, as insiders held
on to under-priced units in prime locations while newcomers face
scarcity and long commutes.® New York's rent freeze, introduced
during the Second World War and later transformed into a
complex rent-control and rent-stabilisation regime, similarly
created a dual market. It protected incumbents in controlled units
and has been identified as responsible for slowing the expansion
of housing in the city post-war.?? The rent freeze introduced in
Berlin in 2002 did three things, none of them beneficial to renters.
First, it created a substantial rent gap along Berlin's administrative
border with rapidly growing rents in the unregulavted adjacent
municipalities. Second, it resulted in a considerable decline in the
number of advertised rental units.2 And thirdly, because of the
legal uncertainty surrounding the regulation, which was eventually
successfully challenged in court, landlords adopted a range of
hedging strategies, including charging a ‘shadow’ rent to tenants
as well as an actual one, the former to be charged if the law were
eventually overturned, and the other if not? For all of these
reasons, the Berlin experiment did not therefore recommend itself
to other jurisdictions.

Alongside these cautionary cases, there have been cases where
temporary freezes or tight caps have been used as part of a broad-
er policy mix. Most obviously, during the Covid-19 pandemic,
several jurisdictions - including the UK and Canada?® - introduced
short-term bans on rent increases and evictions as emergency
measures. Evaluations of these measures generally have found
them to be effective in preventing significant accumulation of
arrears as well as reducing evictions after the end of the pandemic.
But that their longer-term impact depended on how quickly they
were unwound and whether they were paired with income support
or targeted subsidies rather than left to operate in isolation.
Scotland's 2022 emergency rent freeze and eviction moratorium,
for example, was explicitly time-limited and later converted into a
capped-increase regime. The Scottish government with ministers
emphasised its role as a temporary response to a perceived
energy-price and cost-of-living crisis rather than a permanent
restructuring of the rental market? A final example: Riyadh's
five-year residential and commercial rent freeze is organised as
price control enforced through the Ejar platform, locking in all
rents at 2025 levels and preventing landlords from increasing
prices between tenancies. This gives it an enforcement precision
that unsuccessful rent-control regimes have lacked. It has been
too recently introduced to draw conclusions as to its impact on the
quality of the housing stock or on capital migration to other cities.
The opposite risk however remains that for Riyadh to avoid a sharp
correction in 2030 when controls are planned to life, the planned
600,000-unit supply pipeline must materialise. The Saudi govern-
ment is explicitly trying to avoid this by synchronising the freeze
with the 2026-2030 housing-delivery programme.

What makes for a successful
rent freeze?

What distinguishes the more successful uses of rent freezes in this
literature is not that they avoid the trade-offs between tenant
security and landlord concerns that economists have identified,
but that they successfully balance them.

First and most clearly, they are clearly framed as temporary shock
absorbers, with defined sunset clauses or trigger-based exits,
rather than open-ended controls that become embedded for
decades.

Second, they sit within a credible wider strategy that includes
supply-side measures - planning reform, land release, incentives
for new rental construction - and, where necessary, targeted
support for vulnerable households.

Third, they are accompanied by strong administrative systems:
accurate rent registers, transparent indices, and effective
dispute-resolution mechanisms, which limit scope for evasion and
arbitrary enforcement. Fourth, freezes succeed in the short run
when compliance is high, registration systems are robust, and
enforcement is predictable - all of which bode well for Abu Dhabi.

By contrast, the clearest failures share a common set of quite
different features: controls that persist for many years without
adjustment; weak or politicised exit strategies combined with
uncertainty; limited new construction; and growing gaps between
regulated and market segments, which encourage informal
payments, conversions, or withdrawal of stock from the rental
sector altogether.

Taken together, the international evidence suggests that rent
freezes can work tolerably well as emergency stabilisation tools,
especially during conflict, pandemics or sudden macroeconomic
shocks. But they only work provided they are narrow in scope,
time-limited, and embedded in a broader framework that address-
es supply and protects investment. Where they are allowed to
crystallise into long-term price controls without a clear path back
to allowing rents to rise, albeit under a rule-based system, the
familiar problems of shortages, misallocation and under-invest-
ment tend to re-emerge, even in otherwise well-governed
economies.
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| Conclusion

Economic theory does certainly highlight the potential risks of prolonged rent
controls of all types. But not all rent controls are created equal, nor are all policy
mistakes. Moreover, most of the empirical literature focuses on large, mature
rental markets in North America and Europe. Abu Dhabi differs in important ways:
high population growth, strong fiscal capacity, and a relatively young institutional
rental sector. The inclusion of commercial and industrial leases is particularly
notable, as international evidence on commercial rent freezes is sparse; Abu
Dhabi therefore represents one of the few contemporary cases where the short
run stabilisation benefits for commercial tenants can be assessed within a
well-regulated market.

With demand consistently exceeding supply over the past few years both in
residential and commercial property, occupancy rates have reached record highs.
This demand has driven new lease prices year on year, impacting housing
continuity for many residents and potentially even deterring some overseas
investors. The measure has moreover been framed as temporary by a govern-
ment with high policy credibility, and as only one component of Abu Dhabi's
broader suite of real estate regulatory measures, including land releases and
zoning changes, government-owned corporate investment, and encouragement
of FDI. The freeze is also highly likely to be consistently enforced. Reactions from : .
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volatility and strengthened market
confidence.
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The information and analysis contained in this publication are derived from sources generally considered reliable and based on assumptions deemed reasonable and current at the time of undertaking market
research. However, no representation or warranty, express or implied is made regarding their accuracy or completeness. We reserve the right to vary our methodology and to amend or discontinue the indices at any
time for regulatory or other reasons.

The information and its analysis in this publication do not constitute legal, financial, or any other form of advice. Furthermore, it does not constitute a formal valuation, feasibility study or analysis of any property interest
and should not be construed as such. Such analysis, including forward-looking statements are opinions and estimates only, and are based on a wide range of variables which may not be capable of being determined

with accuracy. Variation in any of these indicators can have a material impact on the analysis and we draw your attention to this.

Cavendish Maxwell accepts no liability whatsoever for any loss or damage whether direct or indirect arising from reliance on this information.
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