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Fractional ownership, in simple terms, allows multiple investors to jointly
own a single property, each holding a defined share. Rather than purchasing
an entire asset, an investor acquires a “fraction”, typically entitling them to
a proportional share of rental income and any future sale proceeds.

In Dubai, this is not a standalone legal regime but a structuring approach
built on existing property and corporate laws. Its appeal has grown in recent
years as property values have matured and, more recently, as the market
shows signs of stabilisation. In this context, fractional ownership provides
a more measured and flexible route into real estate investment.

Legal Framework and Structuring Considerations

Fractional ownership operates within Dubai’s established legal framework.
Property ownership and registration are administered by the Dubai Land
Department, with regulatory oversight from the Real Estate Regulatory
Agency. There is no specific “fractional ownership law”; instead, the model
relies on a combination of property rights, contractual arrangements, and,
in many cases, corporate structuring.

Two principal structures are commonly adopted:
a. Co-Ownership (Tenancy in Common)

Under this model, multiple investors are registered directly on the
title, each holding an undivided share in the property. While legally
straightforward, this structure relies heavily on contractual
agreements between co-owners to regulate matters such as leasing,
use, cost sharing, and disposal. Without clear documentation, co-
ownership can lead to practical difficulties, particularly where
investor interests diverge.

b. SPV-Based Ownership

More commonly, the property is held through a special purpose
vehicle (SPV), with investors holding shares in that entity rather
than the property directly. This structure is generally preferred in
practice as it centralises ownership and simplifies administration.
It also allows for clearer governance through shareholder
agreements, easier transfer of interests, and more efficient
management of the asset. SPVs are often established in financial
free zones, which can provide additional legal certainty and
familiarity for international investors.
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In both cases, the legal robustness of the structure depends less on the form
itself and more on the quality of the underlying contractual framework.

Advantages in a Softening Market Context

In a slightly downturned or stabilising market, fractional ownership
becomes particularly relevant as a more defensive and flexible investment
approach.

a. Capital Efficiency and Risk Mitigation

One of the most immediate advantages is the reduced capital outlay.
Investors can access real estate with a smaller initial commitment,
which naturally limits exposure to short-term market fluctuations. This
is especially relevant in a softer market, where pricing may be uncertain
and investors may prefer to avoid deploying large amounts of capital at
a single point in time.

b. Access to Prime and Income-Producing Assets

Fractional ownership is frequently applied to completed, income-
generating properties in established locations. These assets tend to be
more resilient in weaker market conditions, benefiting from stronger
tenant demand and more stable occupancy levels. From a legal
perspective, such properties are typically fully registered, which
enhances certainty of title and enforceability.

c. Income Yield as a Defensive Mechanism

Investors receive a share of rental income in proportion to their
ownership interest. In periods where capital appreciation slows or
temporarily reverses, this income stream can provide a degree of
stability and help offset holding costs. The presence of professional
management arrangements in many fractional structures further
supports consistent income generation.

d. Cost Allocation and Operational Efficiency

Ongoing costs, such as service charges, maintenance, and management
fees are shared among investors. This reduces the financial burden on
any single party and can make holding the asset more sustainable
during periods of market softness, when margins may be tighter.

e. Enhanced Exit Optionality

Although fractional interests are not as liquid as publicly traded assets,
they often offer more flexibility than traditional whole-property
ownership. Well-structured arrangements typically include transfer
provisions, pre-emption rights, or platform-based resale options. In a
slower market, where disposing of an entire asset may take time, this
can provide a meaningful advantage.

f. Governance and Decision-Making

Particularly in SPV-based structures, governance can be clearly defined
through shareholder agreements. Voting thresholds, reserved matters,
and management roles can be set out in advance, reducing the risk of
disputes and ensuring that the asset can be managed effectively even
where multiple investors are involved. This becomes increasingly
important in a down cycle, where timely and coordinated decision-
making is critical.
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Key Legal Risks and Considerations

Despite its advantages, fractional ownership requires careful legal structuring to function effectively. The following areas
are of particular importance:
» Title and registration: Ensuring that ownership is properly recorded, whether directly or through an SPV, and
aligned with DLD requirements

» Governance arrangements: Clearly defining decision-making processes to avoid deadlock or disputes among
investors

» Exit mechanisms: Providing workable routes for transfer or sale of interests

» Regulatory considerations: Assessing whether the structure may fall within broader regulatory frameworks,
particularly where multiple investors or platforms are involved
» Operator and management risk: Reliance on third parties to manage the asset or platform

» Foreign ownership compliance: Ensuring that the property is located within areas where foreign ownership is
permitted

In practice, many of the risks associated with fractional ownership arise not from the concept itself, but from insufficient
or unclear documentation.

Conclusion

Fractional ownership in Dubai is best understood as a practical application of existing legal principles, rather than a
distinct legal category. It offers a flexible way to access real estate by lowering the barrier to entry and spreading both
risk and cost across multiple investors.

In a slightly downturned market, this model becomes particularly attractive. It allows investors to participate in real
estate while limiting exposure, benefit from income-generating assets, and retain a degree of flexibility that may not be
available with full ownership.

Ultimately, the success of any fractional ownership arrangement depends on clear structuring, strong governance, and
well-drafted agreements. Where these elements are in place, it can serve as a balanced and commercially sensible
approach to real estate investment in evolving market conditions. m
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Founded in 1975, Afridi & Angell is a full-service UAE law firm in its fifth decade at the forefront of the legal
community. From the beginning, our hallmarks have been a commitment to quality, unsurpassed knowledge
of the law and the legal environment, and crafting of innovative business solutions. Licensed in the three
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sole proprietorships, family-owned businesses, entrepreneurs and investors to some of the world’s largest
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