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Foreword

address health and education, financial sector development and fiscal sustainability, industrial

The Kingdom’s Vision 2030 program aims to transform Saudi Arabia’s economy and society; its programs
development and privatisation, quality of life and the experience of religious pilgrims.

One program in particular, the Housing Program, intersects with all others. By rapidly increasing the provision
of housing, enabling more Saudis than ever to own their own homes, the Kingdom aims to create a nation of
homeowners with all the attendant benefits that this brings, including economic stability and stimulus, wealth
building and community engagement. An active housing market also provides greater choice, flexibility and
resilience for the Kingdom’s residents.

Over the next few years, the Ministry of Municipalities and Housing (MOMAH) will continue to play a pivotal role
in both the demand and supply sides of the housing market. On the demand side, MOMAH will further utilise its
existing platforms to enable Saudi nationals to have access to the housing they need. On the supply side, MOMAH
and the National Housing Company (NHC) will continue to ensure that all stakeholders, such as local authorities,
landowners and private sector developers, work together to ensure the necessary and timely delivery of new
housing units.

In this, the second of our white papers looking at Saudi Arabia’s housing market, we examine the transformation
in the regulation and ecosystem of the housing sector, and assess the sector’s outlook, focusing on development
opportunities. Our key findings include:

+ To reach 70% homeownership rate by 2030 could require over 115,000 residential completions per year,
given the rate of homeownership rate stood at 63.7% at the end of 2023, and taking into account additional
demand resulting from household formation as the Kingdom’s young and growing population marry and
have families.

- MOMAH’s initiatives helped to increase spending on residential construction from 5.5% of non-oil GDP (the
average recorded between 2018 and 2021) to 8.5% in 2022.

«  There is an abundance of opportunities for domestic and international developers to play a role in realising
the Kingdom’s housing vision. This year alone, NHC has formed a strategic partnership with Egypt’s Talaat
Moustafa Group (TMG) to build over 27,000 homes in the Kingdom and, in addition, has signed a deal with
China’s CITIC Construction Group to establish an industrial city and logistics zone for building materials.

We invite you to explore our report and welcome the opportunity to discuss our findings and analysis with you
in more detail.

Dr. Christopher Payne
Partner - Chief Economist, MENA

Jeddah Corniche




The outlook for the housing market:
Population growth and housing formation

A. Saudi’s young population

While many countries around the world, including developed
countries in Europe and Asia, and fast-developing countries,
such as China, are witnessing declining birth rates, Saudi
Arabia’s population continues to grow at a fast rate.

According to the World Bank, between 2010 and 2022, the
Kingdom’s population grew at a compound annual growth
rate of 1.8%, much faster than the world’s population, which
grew at a compound rate of 1.1%. As Figure 1 shows, Saudi
Arabia’s demographics truly stand apart from much of the
rest of the world.

The rate of population growth of Saudi nationals in the
Kingdom was even higher during this period, with an
average annual growth each year of 2.5%, according to data
published by Saudi Census 2022. This high growth rate is
reflected in the Kingdom’s young population. In 2022, for
instance, 45% of Saudi nationals were under 20 years old,
and 63% were under 30.

With sufficient investment, a young and growing population
can boost the workforce and provide the ‘fuel’ for high
rates of economic growth. At the same time, the growing
workforce with suitable incomes boosts aggregate demand
in the economy, reducing uncertainty for businesses
and entrepreneurs. A housebuilding program focused
on homeownership provides workers with stability and
incentives to work while boosting consumer spending as
homeowners furnish and take care of their new homes.

To put into process this virtuous cycle of economic growth
requires ensuring a sufficient supply of housing provision
across all income segments of Saudi families. This is the core
of the Kingdom’s Housing Program.

What is a sufficient supply of new housing?

At the core of the Kingdom’s housing program is the
homeownership target. Initially announced in 2018, the
target was set at 60% to be achieved by 2020 and 70% to be
achieved by 2030. As Figure 2 shows, starting at 47% in 2016,
the target has been achieved over all timeframes. At the end
0f 2023, the homeownership rate stood at 63.7%.

The homeownership rate target of 70% is one component
of our estimate for housing demand from Saudi nationals
up to 2030. Specifically, we assume a steady increase in
homeownership rates from 63.7% at the end of 2023 to
70% in 2030. This rate is applied to all Saudi households,
regardless of size.

The second component in our model is new household
formation. Here, we assume that demand for a new home is
triggered by the formation of a new household at marriage.
Using Census 2022 data, we have estimated the number of
marriages expected among Saudi nationals each year up to
2030. Subsequently, we have applied the homeownership
rate forecast each year to the number of marriages forecast
each year to estimate overall effective demand.

According to our findings, presented in Figure 2, there
may be demand in the Kingdom for as much as 825,000
new homes for Saudi nationals between now and 2030. We
estimate that of this demand, 65% derives from household
formation, and 35% derives from increasing homeownership
rates. Population and household formation projections for
Riyadh, published in our recent white paper, Riyadh’s Near
Future: How Population is Driving Development, suggest
that around 35% of all new dwellings should be built in
Riyadh.

It should be noted that the desire to be a homeowner may be
considerably higher than our estimate of effective demand.
For instance, as of the end 0f 2023, MOMAH reported 883,562
Sakani applicants. Our model is, by design, conservative in
its estimates and does not consider other factors that might
generate demand, such as migration, population mobility
and changes in household patterns and sizes.

To summarise our findings for the Kingdom as a whole,
reaching the homeownership rate target will require around
50,000 additional housing units each year.

To supply all potential demand, incorporating our estimates
for household formation implies over 115,000 additional
units a year.

A national housing program is a necessity, not a luxury, for
Saudi nationals, and affordability, of course, remains key to
unlocking this pent-up and growing demand.

Figure 1: Average annual rates of population growth, 2010 to 2022
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Figure 2: Homeownership rates and household formation, 2024 to 2030

Actual, estimated and forecast homeownership rates, 2016 to 2030

80%

70%

60%
50%
40%
30%
20%
10%

0%

2016A 2017E 2018E 2019E 2020E 2021E 2022E

2023A 2024F 2025F 2026F 2027F 2028F 2029F 2030F

Effective demand per year
[l Household formation [ Increase in homeownerhip rate
140,000

117,760 119,754 121,910 124,233

115,661
120,000 mgor 113690

100,000
80,000
60,000
40,000
20,000

0

2024 2025 2026 2027 2028 2029 2030

Effective demand cumulative, 2024 to 2030
[l Household formation M Homeownerhip

530,278

0 100,000 300,000 500,000 700,000 900,000

Source: Knight Frank, Ministry of Housing

1.0%

0.8%

0.6%

0.4%

0.2% I

0.0% -

Saudi Arabia India Middle World Upper middle United United States OECD High income European
income income Kingdom members countries Union e
countries countries

Source: World Bank Makkah Gate Suburb, Makkah

4 Transforming Saudi’s Residential Housing Market: Opportunities Abound Transforming Saudi’s Residential Housing Market: Opportunities Abound 5


https://www.knightfrank.com.sa/en/reports/how-population-is-driving-development
https://www.knightfrank.com.sa/en/reports/how-population-is-driving-development

The national housing program

The Housing Program was created in 2018 to overhaul the governance, delivery, and financial provision of the residential
housing market while, at the same time, increase the homeownership rate to 60% in 2020 and 70% by 2030.

To enable change, a new institutional ecosystem was created,
which included the establishment of the National Housing
Company or NHC (reporting to the Ministry of Housing and
Rural Affairs, now referred to as the Ministry of Municipalities
and Housing) and the Real Estate General Authority (REGA).
The NHC was established to tackle gaps in housing supply,
while REGA is focused on regulating the entire real estate sector.

Figure 3 sets out the sector’s institutional framework in more
detail and provides a timeline of the housing program up to the
end of 2020.

In addition to establishing the new housing sector ecosystem,
MOMAH has launched numerous initiatives and platforms that
are paying huge dividends. Below, we outline six of the most
important initiatives.

1. The Sakani Program

This program is to address the core housing policy goal of
achieving 70% homeownership. Focused on the demand side of
the equation, it gives Saudi households access to, and the ability
to afford their own homes.

Using Sakani, Saudi households can register to buy land parcels
and affordable housing. Sakani also targets the provision of
social housing to low-income households.

Figure 4: Outstanding mortgage finance
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Of key importance, Sakani provides financing solutions,
including guarantees on mortgages below SAR 520,000,
reduced mortgage payments, lower down payments, and lower
cost loans. Mortgages and these additional financial incentives
have been made possible with the collaboration of the Real
Estate Development Fund and the Saudi Real Estate Refinance
Company.

Sakani’s success is built upon its online access to the program,
streamlining the application process and making it easier for
Saudis to register and benefit from the program.

The first phase was launched in 2017 and focused on the
provision of housing across all income segments of Saudi
families. Phase 2, initiated in 2019 and nearing completion,
has expanded the scope of the program by addressing the
financial burden of homeownership, especially on low-income
households. Additionally, new and more diverse housing
options that are focused on sustainability have been introduced.
New technologies have also been integrated into Sakani to
streamline the application and allocation processes.

Finally, Phase 3, which will run from 2025 to 2030, aims to further
enhance housing availability and affordability. It includes new
strategies for urban development, additional incentives for
developers, and more options for various income levels.

According to MOMAH, in the 7 years since the establishment
of the program, over 800,000 contracts have been signed, of
which 415,000 were for ready-made homes, 201,000 were for
self-construction projects, 90,000 were for off-plan products,

and 94,000 were for MOMAH land products.
JIJLLELILIIIS
SESRK&RIKER
553558358
Source: SAMA
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2. Mortgage Finance

A key barometer of Sakani’s success has been the rapid
expansion of mortgage finance since 2016. Figure 4 shows
that the combined banking and finance company loan book
of retail real estate lending (i.e. mortgages) has expanded from
SAR 1219bn at the end of 2016 to SAR 662.4bn at the end of Q2
2024, an over five-fold increase in under 8 years. This is a huge
testament to the success of the Housing Program and a major
driver of rising rates of homeownership.

3. The off-plan sales and leasing program

Started in 2016, this initiative has enabled the sale and marketing
of off-plan properties, that is properties that are sold before they
are completed.

As part of their responsibilities, the Housing Program:

« Ensures that all developers are licensed before they can
conduct off-plan sales.

«  Oversees regulations and ensures that developers follow
them and the guidelines. This means that transactions are
conducted in a transparent manner and that guarantees
are provided with regard to the completion of each project.

Together, regulation and licensing ensure that consumers are
protected from fraud and that there are clear timelines and
assurances regarding property delivery.

The program has succeeded because it has opened up a whole
new avenue of financing for developers outside of the banking
system and structured finance, thereby de-risking industry
participation. Indeed, off-plan sales have proven themselves
to be extremely effective all around the world in stimulating
housing development and raising rates of homeownership.

According to the Real Estate General Authority' , there have
been over 390 projects licensed for off-plan sales, containing
more than 241,000 housing units, with a total combined area of
1.7 bn sqm and a market value in excess of SAR 352 bn.

4. Tech and proptech

Both the Sakani and off-plan sales and leasing programs, among
the many Housing Program initiatives, have been established to
facilitate the online delivery of services.

Figure 5 below illustrates the number of different services
provided by MOMAH on their website. The left-hand chart
breaks down the 24 different services offered to individuals by
category, and the right-hand chart the 39 services available to
businesses.

Online Sakani services for individuals include the ability to
reserve a ready-made villa, reserve residential land, view
residential units for sale, view residential projects, and reserve
a unit currently under construction.

The online off-plan sales services for businesses include the
ability to apply to qualify for developing off-plan sale projects
and to qualify for marketing an off-plan sales project. Businesses
can also apply for licenses for real estate marketing and to sell
off-plan real estate units.

The Housing Program, including MOMAH’S numerous
initiatives, has also accelerated the growth of private sector
proptech start-ups. Indeed, the number of Saudi proptech
companies has increased from 3 in 2015 to 38 in 20232.

Within the sector, there is a high concentration of solutions
servicing the residential sector — with a focus on transactions
and management services. There is now, according to this same
source, a US$ 1.5bn proptech market in the Kingdom. Growth in
the market is expected to be 15% per year up to 2030.

By establishing the Housing Program, the Ministry
of Municipalities and Housing, along with other

government agencies, has transformed the residential
housing sector. The prospects for Saudi’s housing
market are extremely exciting.

Mohamad Itani

Partner - Residential Project Sales and Marketing, KSA

! Argaam, Wafi says over 358,000 units licensed under 498 off-plan sales licences in 2022, 5/3/2023, https://www.argaam.com/en/article/articledetail /id/1626051

2 The Proptech Connection, The foundations of growth: Proptech in Saudi Arabia, https://www.theproptechconnection.com/report-the-foundations-of-growth-proptech-in-saudi-arabia
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Figure 3: Institutional framework
and timeline
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5. Etmam

In addition to facilitating increased demand and ensuring,
through the off-plan sales program, that new development can
be financed, MOMAH has directly addressed the supply side of
the housing industry, both through the Etmam program and
through the creation of the National Housing Company.

Etmam, in English, literally means ‘completion’. The program,
as the name suggests, is designed to increase the number of
annual housing completions. Its services focus on improving
efficiency and supporting developers by providing a one-stop
online service centre for obtaining the necessary approvals and
permits required for development. By coordinating various
governmental and municipal agencies, Etmam helps developers
navigate the regulatory landscape more efficiently, ensuring
that the process is streamlined and sped up. By simplifying the
development process, Etmam aims to make the Saudi real estate
market more attractive to both local and international investors.

Finally, the Etmam program ensures the collection and
subsequent analysis of data related to housing development.
This data feeds back into planning and policymaking, enabling
MOMAH to forecast housing needs and prioritise areas for
development.

6. National Housing Corporation (NHC)

While Etmam plays a crucial role in supporting the growth of
the housing sector by making it easier for developers to launch
and complete projects, the NHC was established in 2016 by
MOMAH to manage and oversee the delivery of affordable,
high-quality housing to Saudi nationals, by creating community
masterplans.

The table in Figure 6 lists the developments already announced
and incorporated into NHC masterplans, making up ¢.200,000
units. Given the high rate of household formation expected
in the coming years, we expect more NHC masterplans to be
announced. Indeed, during his participation in the Real Estate
Future Forum, held in January 2024, NHC’s CEO, Mohammed
Albuty, said that the company was aiming to have announced
the creation of 300,000 housing units by the end of 2025.

It is clear, given the announcements up to the end of September
2024, that the NHC and MOMAH are fully aware of the housing
needs of the Kingdom and are committed to delivering.

Figure 5: Online MOMAMH services for individuals and businesses
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Idle lands program services

Sakani program services

Land opportunity

Sustainable building
program services

Wafi program services

Ejar services

o
=

2 3 4 5 6 7 8 9 10 1 12

Number of online services for businesses

Etmam services

Wafi program services

Idle lands program services

Modern contraction

Land opportunity

Other services

Ejar services

01 2 3 4 5 6 7 8 9 10 1 12
Source: MOMAH
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Figure 6: NHC housing projects and communities, up to end of September 2024
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An abundance of opportunity

For developers, both local and international, the housing market in Saudi presents a tantalising opportunity to help what
is arguably the most exciting new global real estate market achieve its ambition of delivering over 1 million homes by 2030,
as we have outlined in our recently published 2024 Saudi Giga Projects Report.

In our 2023 Saudi Report, we detailed seven stand-out
opportunitiesfordevelopers,rangingfromrecommendations
on dwelling type, such as townhouses and smaller units, to
the utilisation of modern methods of construction and the
development of build-to-rent offerings, branded residences
and second homes.

At the top of our list was the provision of housing across all
income segments of Saudi families. All the same, even while
this white paper has discussed the huge achievements of
the Housing Program, demand has continued to outstrip
new supply. In Riyadh, the epicentre for economic activity
connected to Vision 2030, apartment prices have grown by
62% in three years, while villa prices have risen by an equally
impressive 37%, according to our analysis.

The rate of capital appreciation has exceeded income growth
and has driven households into a holding pattern as they
work to save ever larger deposits. The impact of the stellar
price growth is reflected in our 2023 Saudi Report survey of
1,014 Saudi households, which showed diminished buyers’
aspirations, with just 40% of our sample declaring their
appetite to purchase in 2023, down from 84% in 2022.

Figure 7: Housebuilding spending as a % of GDP
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Acceleration of the Housing Program in the next few years,
up to 2030 and beyond, is therefore an essential response to
population-driven demand growth.

The impact of the Housing Program, including Sakani, off-
plan sales, Etmam, and the establishment of the NHC is
evidenced in economic data.

Up until the establishment of the Housing Program,
spending on residential housing construction was, arguably,
too low. As Figure 7 shows, between 2018 and 2021, spending
averaged 5.5% of non-oil GDP in the Kingdom. While this is
above the recent OECD average, it is relatively low given the
much higher rate of population growth (see Figure 1).

By 2022, data clearly shows the success of the Housing
Program, as the proportion of non-oil GDP spent on
housebuilding rose to 8.5%. This is a level commensurate
with meeting the housing needs of the Kingdom and
delivering on Vision 2030 goals: ensuring the continued
supply of housing to meet the aspirations of a growing Saudi
population and meet the 70% homeownership rate target.

c
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United Kingdom

Sources: GASTAT, Bank for International Settlements
Note: Saudi Arabia spending is a % of non-oil GDP
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