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DESPITE THE DELIVERY OF A NUMBER OF MAJOR RESIDENTIAL SCHEMES IN THE CAPITAL,
DEMAND FOR HOUSING CONTINUES TO OUTSTRIP SUPPLY
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In light of population growth, labour
market reforms and an increasing
need for suitable housing, what
does the future hold for Riyadh’s
residential market?
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The number of inhabitants in the
administrative region of Riyadh – which
accounts for one-quarter of the kingdom’s
population – rose by 2.8% to 7.5 million
last year. In addition, data from SAMA
showed that, alongside the Eastern
region, Riyadh’s population was the
fastest growing in Saudi Arabia between
2008 and 2013.
This growth can largely be attributed to
increasing urbanisation, high birth rates
and rising numbers of expatriates joining
the local workforce. The latest available
data, for example, shows that the number
of non-nationals in Riyadh’s labour force
increased at an average rate of 5.2% per
year between 2006 and 2013. On the
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Home ownership rates among Saudi citizens, by administrative area
size for the administrative region of Riyadh
is 5.6. By comparison, broad estimates for
India (5.3), Mexico (4.3), US (2.6) and UK
(2.3), for example, are notably lower.
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As Riyadh continues to develop,
we see an opportunity to
respond to the current housing
shortage by redeveloping local
communities as the interaction
between the urban and social
fabric of the city becomes
increasingly important
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Nevertheless, employment growth across
Saudi Arabia has been strong. Indeed, in
2013, it rose by 13.9% year-on-year to
10.9 million. That said, the unemployment
rate edged up from 5.5% in 2012 to 5.6%
last year, with a breakdown showing that
higher joblessness among non-nationals
was responsible for the uptick. Indeed, the
unemployment rate in this segment rose
from less than 0.1% in 2012 to 0.2% in
2013. By contrast, the unemployment rate
for Saudi nationals declined by 0.4% points
to 11.7% last year.
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Saudi Arabia has witnessed rapid
population growth over the past decade,
outpacing the region’s average. According
to the Saudi Arabian Monetary Agency
(SAMA), the population of Saudi Arabia
reached 30 million in 2013 – up 2.7%
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on the preceding year and 36% higher
compared to 2003. Moreover, estimates
suggest that, in 2013, Saudi Arabia’s
population was around 52% larger than
the rest of the GCC combined, and – in
contrast to its neighbours such as the
UAE, Qatar and Kuwait – the kingdom’s
expatriates were in the minority. Indeed,
non-nationals account for less than a third
of the total population.

Average number of people living in a housing unit, Riyadh
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Urban re-generation expected to play an important
role in delivering suitable housing for Riyadh’s
rising population
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RESIDENTIAL PRICES
CONTINUE TO RISE AS
DEMAND OUTPACES SUPPLY
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Moreover, according to the CDSI’s
2010 General Census of Population
and Housing, 60% of housing units in
Saudi Arabia are owner-occupied (the
figure for Riyadh stood at just 53%). By
comparison, Ernst and Young’s 2013
Housing the Growing Population report
shows that the neighbouring countries
of the UAE (75%), Qatar (80%), Bahrain
(82%) and Oman (83%) have much higher
levels of owner occupation.

same basis, employment among Saudi
nationals rose by 3.2%.
In order to alleviate demographic
pressures, the authorities have begun to
implement labour market reforms in recent
years. These include raising private sector
employment among Saudis, strengthening
education & training, enhancing the
mobility & recruitment of foreign labour,
and the removal of illegal workers.
But even if Saudi Arabia’s illegal workforce
declines over the next few years, the
population of Riyadh overall is likely to
continue rising. This is of concern given
that the city is already facing an acute
shortage of housing – as a result of which
inhabitants are living in relatively cramped
conditions. Indeed, figures from the Central
Department of Statistics and Information
(CDSI) show that the average household

3

RIYADH RESIDENTIAL REPORT

4

Number of building permits issued,
Riyadh
30

Number of building permits issued:
Housing and Commercial

25

20

15

10

5

Source: Ministry of Municipal and Rural Affairs

2013

2011

2009

2007

2005

2003

2001

1999

1997

1995

1993

0

Indeed, with an average 130-160 square
metre apartment in the south of Riyadh
currently priced at around the SAR370,000
mark, the average price to income ratio
is 6.1 – high by international standards.
Assuming a deposit of 20% and a mortgage
amortised over 20 years at 4%, payments
therefore account for roughly 37% of
average income. Moreover, in the case of
an average priced villa of SAR 1,100,000,
the average mortgage payment increases
to SAR 5,300 per month – higher than the
average monthly income. Thus, based on
average salaries, an affordable price point
for a housing unit appears to be around
SAR 300,000–400,000, much lower than
current price levels.
Clearly then, there is a considerable
mismatch between affordability (based on
suitable financing mechanisms) and current
residential values. Further analysis shows
that high land values have contributed
to an escalation in residential sales
values. Indeed, with land values in Riyadh

100

80

60

40

20

2012

2010

2008

2006

2004

2002

2000

1998

1996

1994

1992

1990

1988

1986

1984

1982

1980

1978

1976

0
1974

1.2

accounting for between 45% to 50% of
total development costs, developers have
been targeting the middle to upper-end
of the market in order to achieve their
requisite development margins.
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Moreover, along with difficulties in
assembling suitable land parcels, another
reason for the rise in land values is the
manner in which land in the local market
is traded – as a commodity rather than by
reference to its economic or development
potential. That in turn helps to explain
the disparity between comparable and
residual land values. As a result, we believe
that current land values will need to see a
correction if they are to align with residual
values, in turn enabling developers to
undertake schemes that target market
demand while also being financially viable.
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The Ministry of Labour’s Statistical
Yearbook – 2013 shows that average
wages for Saudi nationals in Riyadh stand
at almost SAR4,900 per month (or close to
SAR58,500 per annum). While household
incomes are often higher than this due to
multiple family members being employed,
average income levels are nevertheless still
low relative to average house prices.
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Despite rising development activity
however, demand for residential units
continues to outstrip supply in Riyadh.
Indeed, the capital has a requirement for
around 50,000 housing units per annum
over the next five years and has an
estimated housing inventory of just 1.15
million units. However, due to construction
delays and the lack of available land,
developers have found it increasingly
difficult to bridge the gap between supply
and demand. What’s more, although there
are a number of large housing schemes
planned to be completed in the short term,
there is unlikely to be enough capacity in
the system to deliver the required number
of units to satiate current levels of pent up
demand.

Riyals, 000s (in current prices)

1.8
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In the short to medium-term, with new supply unlikely to be able to fully offset pent-up
demand, we expect residential prices to continue to move in an upward direction.

Not surprisingly, Riyadh is an important
driver of construction activity in Saudi
Arabia; the capital accounted for an
average of 27% of all residential and
commercial permits issued across the
kingdom between 2003 and 2013.
Moreover, the number of permits issued
in the capital rose by 319% over the 10
year period – outperforming Saudi Arabia
as a whole, which experienced a 215%
increase.

Source: SAMA

Average villa prices by area

However, we have witnessed variable performances across the capital’s districts,
with congestion issues in the south, for example, responsible for prices stagnating.
Meanwhile, in the north – which has seen notable development activity – prices have
seen a healthy uplift of around 9%.

120

Among these, the most notable was the
implementation of the mortgage law.
Announced in March 2013, and comprising
a suite of five documents, it was intended
to provide low and middle-income Saudis
an opportunity to get on the first rung of the
property ladder. If successful, according to
government estimates, the new law could
boost Saudi Arabia’s home ownership rate
to 80% by 2024. That said, key questions
remain unanswered regarding the workings
of the law, with its compatibility with Sharia
principles considered among the most
important.

FIGURE 7

Over the past year, residential prices in Riyadh have risen by 5-7% overall.
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Other programmes launched, or proposed,
since 2011, include the formation of a real
estate refinancing company to improve
access to finance, plans to launch a
specialised credit union, the restructuring
& recapitalisation of the Real Estate
Development Fund (REDF) to target lowincome households and the introduction of
a mortgage law.

In recent years, Saudi Arabia’s residential
construction sector has been expanding
rapidly. Indeed, the latest available data
from SAMA shows that the value of
residential building construction across the
kingdom rose for the ninth consecutive
year in 2012 – increasing by 11.4% yearon-year to SAR95.6 billion (in current
prices).
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In order to bypass these obstacles, in
March 2014, the Ministry of Housing
launched a scheme called ESKAN.
Through this programme, Saudi families
seeking assistance programme were given
two months to register online for a statesubsidised home loan or a subsidised
sale of land or housing. But in order to
be eligible for the scheme, a number
of conditions were attached, including
applicants not being an existing home
owner or a previous recipient of aid from
a state-subsidised housing programme.
Also, applications would reportedly be
prioritised through a points system,
which consider factors such as family
size, monthly income, age etc., with the
neediest given precedence.

SUMMARY

1987

Over the past few years, a combination
of rapid population growth and a shortfall
in the number of units built has been
exacerbating the housing undersupply
issue in the kingdom. In 2011 then, King
Abdullah announced a plan to construct
500,000 homes; unfortunately however,
the programme was slow to gain traction
due to problems relating to land availability,
the complexity of allocating aid and slowmoving bureaucratic processes.
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What is the future for the
residential sector in Riyadh?
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In the short to medium-term, we believe
that urban regeneration will need to play
an increasingly important role in Riyadh
as existing road and power infrastructure
limits the extent to which the city can
expand. That said, the planned metro
has the potential to regenerate existing
neighborhood’s in close proximity to its
stations as the project opens up travel to
parts of the city which currently suffer from
congestion, and are seen as less desirable.

Moreover, there is a need for a more
varied residential product. While Riyadh is
dominated by low rise development, young
Saudis looking to get on the first rung of
the housing ladder are faced with little
choice in terms of the type of residential
stock available. Going forward however,
through the regeneration of existing
neighborhoods, and by building a range
of residential stock (including apartments,
townhouses and villas), these issues may
be resolved.
Over the next couple of years, we expect
residential prices to continue to rise in
Riyadh as the city’s rising population
exacerbates the already acute housing
shortage. Beyond that period, improving
infrastructure, as well as new international
developers entering the market, should
boost construction activity and thus
housing completions.
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ﻣﻠﺤﻮﻇﺔ ﻓﻨﻴﺔ
،ﺗــﻢ ﺗﺼﻨﻴــﻒ ﺍﻟﻤﺴــﺎﺣﺎﺕ ﻓﺮﻋﻴـ ًـﺎ ﺇﻟــﻰ ﻣﺴــﺎﻛﻦ ﻣــﻦ ﺍﻟﻔﺌــﺔ ﺍﻟﻔﺎﺧــﺮﺓ ﻭﺍﻷﻭﻟــﻰ ﻭﺍﻟﺜﺎﻧﻴــﺔ
 ﻭﺭﻏــﻢ ﻛــﻮﻥ ﺍﻟﺘﺼﻨﻴــﻒ.ﻭﻫــﻮ ﻣــﺎ ﻳﻌﻜــﺲ ﺍﺭﺗﻔــﺎﻉ ﻭﺍﻧﺨﻔــﺎﺽ ﺍﻟﺠــﻮﺩﺓ ﻟــﻜﻞ ﻣﺴــﺎﺣﺔ
ً
 ﻭﻧﺴــﺒﺔ ﻣﻮﺍﻗــﻒ، ﺇﻻ ﺃﻧــﻪ ﻳﺴــﺘﻨﺪ ﻋﻠــﻰ ﺗﻘﻴﻴــﻢ ﻋﻤــﺮ ﺍﻟﻤﻤﺘﻠــﻜﺎﺕ،ﻣﻮﺿﻮﻋﻴــﺎ
 ﻭﺍﻟﻮﺿــﻊ، ﻭﺍﻟﻤــﻜﺎﻥ، ﻭﺟــﻮﺩﺓ ﺍﻟﺘﺸــﻄﻴﺒﺎﺕ، ﻭﺍﻟﻤﻮﺍﺻﻔــﺎﺕ،ﺍﻟﺴــﻴﺎﺭﺍﺕ ﺇﻟــﻰ ﺍﻟﻤﺒﺎﻧــﻲ
.ﻭﺍﻟﺠﺎﺫﺑﻴــﺔ ﺍﻟﻌﺎﻣــﺔ
ﻭﺗﺸــﺘﻤﻞ ﻣﺴــﺎﻛﻦ ﺍﻟﻔﺌــﺔ ﺍﻷﻭﻟــﻰ ﻋﻠــﻰ ﺍﻟﺨﺪﻣــﺎﺕ ﻭﻋﻨﺼــﺮ ﺳــﻼﻣﺔ ﺍﻟﻤﺼﺎﻋــﺪ
ﻭﺍﻟﺘﺠﻬﻴــﺰﺍﺕ ﺍﻷﺳﺎﺳــﻴﺔ ﻭﺍﻟﺘﺸــﻄﻴﺒﺎﺕ ﺍﻟﻼﺯﻣــﺔ ﻟﺘﺸــﻐﻴﻞ ﻣﺴــﺎﺣﺔ ﻋﻤــﻞ ﻗﺎﺑﻠــﺔ
ﻟﻺﻳﺠــﺎﺭ ﺑﻤــﺎ ﻓــﻲ ﺫﻟــﻚ ﻋﻠــﻰ ﺳــﺒﻴﻞ ﺍﻟﻤﺜــﺎﻝ ﻻ ﺍﻟﺤﺼــﺮ ﺍﻷﺳــﻘﻒ ﺍﻟﻤﻌﻠﻘــﺔ
.ﻭﺍﻷﺭﺿﻴــﺎﺕ ﺍﻟﻤﺮﺗﻔﻌــﺔ ﻭﺍﻟﺴــﺘﺎﺋﺮ ﻭﺧﺪﻣــﺎﺕ ﺍﻟﺘﺒﺮﻳــﺪ ﻭﺍﻟﺘﺪﻓﺌــﺔ
. ﻧﺴــﺒﺔ ﺍﻟﻔﺘــﺮﺓ ﻣﺠﺎﻧﻴــﺔ ﺍﻹﻳﺠــﺎﺭ ﺧــﻼﻝ ﻓﺘــﺮﺓ ﻣﻌﻴﻨــﺔ٪ﻭﻳﻤﺜــﻞ ﺣﺎﻓــﺰ ﺍﻟﻤﺴــﺘﺄﺟﺮ ﺍﻟﺒﺎﻟــﻎ
: ﺩﻭﻻﺭ ﺃﻣﺮﻳﻜــﻲ١ ﻭﻳﺒﻠــﻎ ﺳــﻌﺮ ﺻــﺮﻑ ﺍﻟﺪﺭﻫــﻢ ﺍﻹﻣﺎﺭﺍﺗــﻲ ﺇﻟــﻰ ﺍﻟــﺪﻭﻻﺭ ﺍﻷﻣﺮﻳﻜــﻲ
 ﺩﺭﻫــﻢ ﺇﻣﺎﺭﺍﺗــﻲ٣٫٦٧٣
ﻭﺗﻘــﺪﻡ ﻣﺆﺳﺴــﺔ ﻧﺎﻳــﺖ ﻓﺮﺍﻧــﻚ ﻟﻠﺒﺤــﻮﺙ ﺍﻟﻤﺸــﻮﺭﺓ ﺍﻻﺳــﺘﺮﺍﺗﻴﺠﻴﺔ ﻭﺍﻟﺨﺪﻣــﺎﺕ
ﺍﻻﺳﺘﺸــﺎﺭﻳﺔ ﻭﺍﻟﺘﻮﻗﻌــﺎﺕ ﻟﻤﺠﻤﻮﻋــﺔ ﻭﺍﺳــﻌﺔ ﻣــﻦ ﺍﻟﻌﻤــﻼﺀ ﻓــﻲ ﺟﻤﻴــﻊ ﺃﻧﺤــﺎﺀ ﺍﻟﻌﺎﻟــﻢ
 ﻭﺍﻟﻤﺆﺳﺴــﺎﺕ، ﻭﻣﻨﻈﻤــﺎﺕ ﺍﻟﺘﻤﻮﻳــﻞ، ﻭﺍﻟﻤﺴــﺘﺜﻤﺮﻳﻦ،ﺑﻤــﺎ ﻓــﻲ ﺫﻟــﻚ ﺍﻟﻤﻄﻮﺭﻳــﻦ
 ﻭﻳــﺪﺭﻙ ﺟﻤﻴــﻊ ﻋﻤﻼﺋﻨــﺎ ﺃﻫﻤﻴــﺔ ﺍﻟﺤﺼــﻮﻝ ﻋﻠــﻰ. ﻭﺍﻟﻘﻄــﺎﻉ ﺍﻟﻌــﺎﻡ،ﻭﺍﻟﺸــﺮﻛﺎﺕ ﺍﻟﺘﺠﺎﺭﻳــﺔ
.ﺍﻟﻤﺸــﻮﺭﺓ ﺍﻟﻤﺴــﺘﻘﻠﺔ ﻣــﻦ ﺍﻟﺨﺒــﺮﺍﺀ ﻭﺍﻟﺘــﻲ ﺗﻠﺒــﻲ ﺍﺣﺘﻴﺎﺟﺎﺗﻬــﻢ ﺍﻟﺨﺎﺻــﺔ
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٢٠١٤ © ﺣﻘﻮﻕ ﺍﻟﻄﺒﻊ ﻭﺍﻟﻨﺸﺮ ﻣﺤﻔﻮﻇﺔ ﻟﻤﺆﺳﺴﺔ ﻧﺎﻳﺖ ﻓﺮﺍﻧﻚ ﺇﻝ ﺇﻝ ﺑﻲ ﻟﻌﺎﻡ
 ﻭﻋﻠــﻰ ﺍﻟﺮﻏــﻢ ﻣــﻦ ﺍﺳــﺘﺨﺪﺍﻡ.ﺻــﺪﺭ ﻫــﺬﺍ ﺍﻟﺘﻘﺮﻳــﺮ ﻷﻏــﺮﺍﺽ ﻣﻌﻠﻮﻣﺎﺗﻴــﺔ ﻋﺎﻣــﺔ ﻓﻘــﻂ
ﺃﻋﻠــﻰ ﺍﻟﻤﻌﺎﻳﻴــﺮ ﻓــﻲ ﺇﻋــﺪﺍﺩ ﺍﻟﻤﻌﻠﻮﻣــﺎﺕ ﻭﺍﻟﺘﺤﻠﻴــﻼﺕ ﻭﺍﻵﺭﺍﺀ ﻭﺍﻟﺘﻘﺪﻳــﺮﺍﺕ ﺍﻟــﻮﺍﺭﺩﺓ
 ﻟــﻦ ﺗﻘﺒــﻞ ﻧﺎﻳــﺖ ﻓﺮﺍﻧــﻚ ﻟﻠﺒﺤــﻮﺙ ﺃﻭ ﻧﺎﻳــﺖ ﻓﺮﺍﻧــﻚ ﻟﻠﻤﺤﺎﻣــﺎﺓ ﺃﻳــﺔ،ﻓــﻲ ﻫــﺬﺍ ﺍﻟﺘﻘﺮﻳــﺮ
.ﻣﺴــﺆﻭﻟﻴﺔ ﻗﺎﻧﻮﻧﻴــﺔ ﻋــﻦ ﺃﻱ ﺧﺴــﺎﺋﺮ ﺃﻭ ﺃﺿــﺮﺍﺭ ﺗﻨﺠــﻢ ﻋــﻦ ﻣﺤﺘﻮﻳــﺎﺕ ﻫــﺬه ﺍﻟﻮﺛﻴﻘــﺔ
 ﻻ ﺗﻤﺜــﻞ ﻫــﺬه ﺍﻟﻤــﻮﺍﺩ ﺑﺎﻟﻀــﺮﻭﺭﺓ ﻭﺟﻬــﺔ ﻧﻈــﺮ ﻧﺎﻳــﺖ ﻓﺮﺍﻧــﻚ ﻟﻠﻤﺤﺎﻣــﺎﺓ،ﻭﻛﺘﻘﺮﻳـ ٍـﺮ ﻋــﺎﻡ
ً
ﻛﻠﻴــﺎ ﺃﻭ
 ﻭﻳﺠــﻮﺯ ﻧﺴــﺦ ﻫــﺬﺍ ﺍﻟﺘﻘﺮﻳــﺮ.ﻓﻴﻤــﺎ ﻳﺘﻌﻠــﻖ ﺑــﺄﻱ ﻋﻘــﺎﺭﺍﺕ ﺃﻭ ﻣﺸــﺎﺭﻳﻊ ﻣﻌﻴﻨــﺔ
ً
.ﺟﺰﺋﻴــﺎ ﻣــﻊ ﺍﻹﺷــﺎﺭﺓ ﺍﻟﻮﺍﺿﺤــﺔ ﻟﻤﺆﺳﺴــﺔ ﻟﻨﺎﻳــﺖ ﻓﺮﺍﻧــﻚ ﻟﻠﺒﺤــﻮﺙ ﺍﻟﻌﺎﻟﻤﻴــﺔ
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 ﺭﻗــﻢ ﺗﺴــﺠﻴﻞ ﻣﻜﺘــﺐ ﺑﺮﺍﻳــﻢ ﺳــﺘﺎﺭ:ﻧﺎﻳﺘــﻚ ﻓﺮﺍﻧــﻚ ﺍﻹﻣــﺎﺭﺍﺕ ﺍﻟﻤﺤــﺪﻭﺩﺓ ـ ﺩﺑــﻲ
 ﻭﺗﻤــﺎﺭﺱ١١٩٦٤ :ﺇﻧﺘﺮﻧﺎﺷــﻴﻮﻧﺎﻝ ﻟﻠﻮﺳــﺎﻃﺔ ﺍﻟﻌﻘﺎﺭﻳــﺔ ﻟــﺪﻯ ﻣﺆﺳﺴــﺔ ﺍﻟﺘﻨﻈﻴــﻢ ﺍﻟﻌﻘــﺎﺭﻱ
 ﻳﻘــﻊ ﻣﻜﺘﺒﻨــﺎ ﺍﻟﻤﺴــﺠﻞ ﻓــﻲ.٦٥٣٤١٤ ﺃﻋﻤﺎﻟﻬــﺎ ﺑﺎﺳــﻢ ﻧﺎﻳــﺖ ﻓﺮﺍﻧــﻚ ﺑﺮﻗــﻢ ﺍﻟﺘﺴــﺠﻴﻞ
، ﺩﺑــﻲ،٤٨٧٢٠٧ :ﺏ. ﺹ، ﻣﺠﻤــﻊ ﺇﻋﻤــﺎﺭ ﻟﻸﻋﻤــﺎﻝ،٢  ﺑﻨﺎﻳــﺔ،ﺍﻟﻄﺎﺑــﻖ ﺍﻟﺨﺎﻣــﺲ
.ﺍﻹﻣــﺎﺭﺍﺕ ﺍﻟﻌﺮﺑﻴــﺔ ﺍﻟﻤﺘﺤــﺪﺓ
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