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FOREWORD

The 2020’s is set to usher in a decade of change and
transformation across Saudi Arabia and with it will
come a host of challenges as well as opportunities
for the Kingdom'’s real estate markets.

As we begin to emerge from the pandemic, | am filled with optimism
about the momentum of change that is being unleashed across Saudi
Arabia and the energy and excitement the National Transformation Plan
and Vision 2030 is injecting into real estate markets across the country.
Historically, Saudi Arabia’s real estate market was a bit of an enigma, often
perceived to be opaque and inaccessible, but how times have changed.

The sleeping giant has awoken and with over US$ 1 trillion of real

estate projects planned, or underway, the Kingdom is transforming at a
phenomenal pace. New Giga projects are set to redefine living, while also
tempting international institutional investment in a way that the region
has not seen previously. And | believe the best is yet to come.

In our 2022 Saudi Report, we investigate the attitudes and appetite
amongst Saudi nationals to rent, or purchase homes through our annual
residential survey and we zoom in on how the Giga projects are perceived
amongst potential future buyers, investors, and residents.

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

James Lewis 3
Partner - Managing Dire
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CHANGE
CONSTANT

IS THE ONLY
IN SAUDI

ARABIA

Knight Frank’s 2022 Saudi Arabia Real Estate Market Survey, carried out in in partnership with
YouGov, has been designed to understand domestic appetite for residential property in the Kingdom,
with a particular focus on the attractiveness of the planned Giga projects as investment hotspots.

Two separate surveys have been undertaken to help us assess
and analyse Saudi nationals' preferences when it comes to living
in the Kingdom and investing in its residential real estate sector:

Survey 1: 1,003 Saudi national households’ opinions have been
gathered across the cities of Riyadh, Jeddah and Dammam, split
between those who are tenants and those who are homeowners

Survey 2: 55 Saudi national high net worth individuals (HNWI),
each with a net worth in excess of US$ 500,000 (excluding their
main residence) have been surveyed, to gain the view of the
wealthier segment of the population and also to gauge the size of
the Kingdom's rapidly emerging second homes market.

The surveys have been designed to capture sentiment, which we
feel is a better indicator of future capital allocation, rather than
deals themselves.

Our report investigates the drivers behind the intentions of all
the survey respondents, which provides a useful steer on future
investment intentions in terms of the type of residential assets
they are likely to target.

The surveys have a particular focus on the Kingdom'’s giga-
projects, where we understand starting ticket prices are
expected to be in the region of US$1 million (c. SAR 3.75 million),
hinting strongly that the target for these homes is likely to be the
country’'s HNWI population.
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THE EXPLOSIVE GROWTH
OF THE KINGDOM'S
HOUSING MARKET

The ambition that underpins Vision 2030 is being borne out in reality and the
Kingdom already has in excess of US$ 1 trillion of real estate and infrastructure
developments underway. And this is only about a third of the total spend planned.

The number and value of mega projects around the country is set to transform Saudi
Arabia's real estate landscape, standard of living and lifestyle offering, but perhaps
most importantly, showcase the Kingdom'’s vision for an ultra-modern future to a global
audience.

About US$ 300bn of the total spend to date is dedicated to new infrastructure,
including vast new pan-Saudi passenger rail networks and a brand-new airport for
Riyadh (US$ 147 billion), which is expected to be the home base for a new national
airline.

The scale of infrastructure improvements in the country is phenomenal. The aggressive
targets laid out by the government around attracting 100 million annual visitors to the
country by 2030 means both adequate and first-class gateways need to be created.
And we're already seeing the first of these trickling through. Take for instance the new
cruise terminal at Jeddah Islamic Port - the first cruise routes are already in operation.
And these developments are not vanity projects; they are going to have a significant
impact on economic growth.

The cruise industry itself is set to create up to 50,000 jobs nationally, according to
the Public Investment Fund and 1.5 million cruise visitors are expected annually by

. 2028.
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OUR SURVEYS

Survey 1 encompasses the responses of households in Riyadh, Jeddah and Dammam, with a third
of people aged below 35. Survey 2, meanwhile, is focussed on the Kingdom’s HNWI,

1,003 HOUSEHOLDS | SURVEY 1 55 HNWI | SURVEY 2

)
5
55% 45%

Dammam NEED TO KNOW

Assioldsy iz « Around 45% of those

HomeOW”eLS:W% living with parents live NET WORTH > US$ 1 MILLION 7oy NET WORTH US$ 0.5 -1 MILLION
RIYADH Tenants: 38% im il Doo
Proportion of all respondents: 15% 0o

= 23% of those living in
villas earn less than
SAR 20,000 per month

Households: 552
Homeowners: 41%
Tenants: 40%
Proportion of all respondents: 55%

73%

WILL BUY A HOME IN
THE NEXT 12-MONTHS

OWN PROPERTY IN OWN PROPERTY IN
RIYADH JEDDAH

= Only 13% of tenants
currently live in villas,
while around half of
homeowners reside in
avilla

JEDDAH
Households: 301

Homeowners: 39%

Tenants: 41%

Proportion of all respondents: 30%

I R £ WheeHwiareyowpoery

Villa

M Dammam M Riyadh [ Jeddah M w/friends M w/parents Il w/spouse [l Alone

49%
55% UK
E 53%
77%
Switzerland
51%
o 45% USA

France

B Saudi Arabia Dubai Elsewhere Elsewhere London
L 47% . in the GCC*
23%
I 60,000+ I 40,000 - 60,000
I 20,000 - 40,000 I Less than 20,000 I Home-Owner Il Tenant * excludes Dubai

Source: Knightfrank, YouGov

65%

. e

Less than 20,000 20,000 - 40,000 40,000 - 60,000 60,000+ Rtk
M Jeddah M Riyadh B Dammam
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PRIVACY, PRIVACY, PRIVACY

The importance of privacy amongst those living in villas transcends geography.

One of the first factors we wanted to investigate was around
households’ living arrangements and the drivers behind their
current home choice,

Overall, for those living in villas, privacy (68%) ranks as the
most popular consideration. This was closely followed by

more space, both outdoors (56%) and indoors (51%), which

we believe is a direct result of the pandemic and the desire

for more space as households begin to adapt their working
patterns, with the expectation of spending more time at home
in the future. Shared facilities were, perhaps unsurprisingly, the
least popular consideration for villa occupants (23%).

The importance of privacy amongst those living in villas
transcends geography, with those in Riyadh (66%) valuing
privacy as much as those in Jeddah (71%) as well as Dammam
(73%).

homeowners (74%) and tenants (61%).

Interestingly, the highest earners (>SAR 60,000 per month)
appreciate privacy the most (78%), when compared to
respondents in other income brackets.

Apartment dwellers have different priorities to those in
villas

Those living in apartments have somewhat different priorities,
with cost considerations (62%) topping the list of drivers.

This trend is echoed around the Kingdom, however is more
prevalent amongst married couples (65%), those on monthly
earnings of less than SAR 20,000 (64%) and respondents with
a monthly take-home pay of above SAR 60,000 (64%).

In general, tenants (69%) appear to prefer living in apartments
primarily due to cost savings; i.e., the lower rental costs

WWW.KNIGHTFRANK.COM.SA/SAUDI-ARABIA-RESIDENTIAL-SURVEY

WU

associated with leasing an apartment, as opposed to a villa. The highest earners appreciate privacy far

Married couples (73%) value privacy far more than those

living with their parents (62%), mirroring the trend amongst

more than those in lower income brackets

JU

By income bracket - SAR per month

'V V'V

Shared Facilities Outdoor space Indoor space Privacy

NEED TO KNOW

Despite privacy emerging as the top consideration for villa occupants,
this varies by age quite significantly, with millennials placing less
emphasis on this factor

Villa occupants in Dammam are the least interested in shared facilities
.8%), compared to Riyadh (24%) and Jeddah (29%)

= 70% of those living alone in villas value outdoor space n

73% of those living with their spouses value privacy most

M 60,000+ M Less than 20,000

Tenants value (affordable) rental rates o&partments (69%) far more
than location (33%)

Apartment owners however have a more balanced view, with both
pricing (53%) and location (41%) being cited as top reasons for
choosing to own and live in an apartment

By income bracket - SAR per month

-

Location Facilities Cost savings

Il 60,000+ M Less than 20,000

Source: Knightfrank, YouGov
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HOME SWEET HOME

Amongst homeowners, the achievement of a life long goal is the primary reason for opting
to purchase a home,

Survey 1 also looks at the reasons respondents have chosen
to buy or rent their homes.

Amongst homeowners, the achievement of a lifelong goal
(57%) is the primary reason for opting to purchase a home,
with those in Jeddah (60%) citing this reason more frequently
than those in Dammam (57%), or Riyadh (56%). Interestingly,
those earning less than SAR 40,000 per month say this sense
of achievement of owning their own home is far more important
to them than it is for higher income brackets. For those earning
SAR 20,000-40,000 per month, for instance, this figure stood at
65%, compared to 50% for those on a monthly salary of SAR

What has drawn people into homeownership

60% 56%
53% 48%
30% 22%

13% 4\

16% 4\

Jeddah Riyadh

H A'good deal'

Ml Cheaper than renting Security

40,000-60,000.

Nationwide, this sense of reaching the pinnacle of the property
ladder through homeownership (57%) trumps reasons such

as the security offered through buying your home (50%) and
the fact that owning is cheaper than renting (25%). Attractive
mortgage rates (15%) do not appear to be a significant
homeownership driver. This is presumably due to the attractive
rates available in the market and programmes such as Wafi and
Sakani that have facilitated easier access to the housing ladder
since the launch of the National Transformation Plan in 2016.

56%
48%
22%

16% 4‘

Dammam

Achieving a lifelong goal

INSIGHT: Understanding homeownership in the Kingdom

The residential market in Saudi Arabia continues to expand at a rapid rate, as evidenced by the persistent strong price acceleration.
Indeed, Riyadh and Jeddah have seen apartment values accelerate by 18.5% and 7.3% respectively, over the last 12 months, the

fastest pace of growth in five years.

It is perhaps no surprise that some pressure points are starting to emerge in a market that has experienced no obvious price
dampeners - quite the opposite is true thanks to programmes such as Sakani and Wafi that has seen 210,000 households benefit

during 2021,

It's not just affordability that’s becoming an issue, especially when it comes to villas. It is now also more culturally acceptable for
a family to buy an apartment as their first home. Also, the young demographic of the country - 56% are below the age of 35 are
expected to be less in favour of multi-generational living going forward, creating even more demand for housing. We are already
witnessing a decrease in household sizes. Furthermore, with job creation rates accelerating in the Kingdom’s economic heart,
Riyadh, demand for single-person dwellings is likely to accelerate, hinting at the start of a structural shift in the market’s demand

dynamics.

Read more online:
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Tenants want to transition to homeownership

Of our respondents who are tenants, many claim to enjoy

the freedom offered through renting a property (26%), while

a smaller group (6%) already own a home elsewhere. In
Riyadh, just 28% say they enjoy the flexibility and lack of
responsibility that comes with renting, compared to 37% and
35% in Dammam and Jeddah, respectively, suggesting there

is pent up demand amongst tenants in the capital who are
looking to transition to homeownership. Equally, this could also

Reasons for renting a home

60%

be reflective of the increasing number of domestic migrants
that are temporarily relocating to Riyadh in search of better
employment opportunities.

Interestingly, 60% of tenants would buy a property, but some
are hamstrung by the need to continue saving for a deposit
(35%), while others claim prices are too high for what they
would like (21%), and 7% say they are actively trying to find
suitable options.

26%

5%

LOOKING 15% NOT LOOKING
7%
TO BUY TO BUY
6%
35%
Flexibility Too Much responsibility to own Independence Own elsewhere Still saving

Looking for options Location too expensive

M Mortgage too high M Difficult to get mortgage

B Unable to get mortgage

Source: Knightfrank, YouGov

NEED TO KNOW

lifelong goal)

options (11%)

= 57% of homeowners choose to purchase a
home for sentimental reasons (fulfilling a

I = Tenants in Dammam have the highest D
percentage of those looking for home purchase

= Tenants in Riyadh appear to least enjoy the
flexibility offered through renting a home (36%)

12


http://www.knightfrank.com.sa/saudi-arabia-residential-survey

THE SAUDI REPORT | 2022 WWW.KNIGHTFRANK.COM.SA/SAUDI-ARABIA-RESIDENTIAL-SURVEY

THERE'S NO PLACE WHERE TENANTS WANT TO
LIKE HOME... BUY THEIR FIRST HOME

Saudi Arabia is the most likely place first-time buyers will purchase their
home, but this sentiment is not unanimous.

35% 25% 12%

RIYADH JEDDAH

DAMMAM
METROPOLITAN

MADINAH

3% 3%

MAKKAH DUBAI

RIYADH DAMMAM
METROPOLITAN
AREA

JEDDAH L

2%

MADINAH

Source: Knightfrank, YouGov

EXPERT INSIGHT

Arguably one of the most intriguing finds of our survey has been the emergence of a group of Saudi nationals who
aspire to buy their first home outside the region altogether. At 11% overall, this figure is even greater than the United Arab
Emirates. What's more, zooming into Riyadh and Jeddah reveals that this aspiration is higher still at 13% each. The data
may be indicative of those who “own” through the virtue of ancestral, or family homes, but equally it may be reflective of
those who are unable to get on the property ladder due to affordability constraints, or the lack of suitable options, which
our survey has strongly hinted at, especially for lower income groups.

Faisal Durrani

11%

REST OF
THE WORLD

Partner,
Head of Middle East Research

Hear our experts' views
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CLIMBING THE
PROPERTY LADDER

The majority (48%) of tenants are looking to spend between SAR 750,000 and SAR 2.2 million

(US$ 200,000 - 600,000) on their first home.

The future home ownership aspirations of our respondents
have revealed some fascinating differences.

Amongst tenants, apartments (48%) are more highly coveted
as a first home when compared to villas (31%). While branded
residences appear to be the least popular option (5%), we feel
this is reflective of the lack of branded residential stock in the
market. Indeed, in Riyadh, there are just a handful of branded
residential properties, which form a negligible proportion of all
the units in the city.

Overall, 84% of tenants say they will want to make a purchase
in the next 12 months. Those living with their parents (90%)
have the strongest desire to buy their own home, while almost
irrespective of monthly income bracket, the desire to transition
to homeownership ranges from 88% (<SAR 20,000) to 92%
(>SAR 60,000).

Amongst existing homeowners, who are planning to either
upgrade their homes, or buy a second home, the appetite to
purchase a villa (44%) is perhaps unsurprisingly higher than

WU

84% of tenants will make a property

purchase within 12-months

J

apartments (41%). Dammam's homeowners have the highest
appetite for branded residential property at 15%.

Budgets amongst homeowners are higher than their tenant
counterparts, with 29% saying they will spend upwards of SAR
3 million on their next purchase (>US$ 800,000), which bodes
well for all the planned Giga projects in the Kingdom, all of
which are believed to have starting price points of close to
US$ 1 million. While this clearly indicates the presence of a
second homes market in the Kingdom, there is a risk of an
oversupply of luxury homes in the future should all developers
target this relatively small segment of the population.

One
bedroom
apartment
Villaon a
golf course
Villa Four bedroom Three bedroom Two bedroom Beach
apartment apartment apartment front villa
Source: Knightfrank, YouGov
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Jeddah

Riyadh

Saudi Arabia
() 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
W Apartment W Villa W Branded residence W Undecided W Not applicable - | am not looking to buy in the next 12 months

NEED TO KNOW

= Jeddah has the highest level of apartment demand at 61%

= Demand in Riyadh is equally split between villas (43%)
and apartments (45%)

= Dammam has the highest overall demand for branded

residences at 10%
Tenants in Jeddah have the strongest desire (69%) to purchase

apartments when compared to other locations
= 70% of those living alone prefer to own an apartment

Those within the SAR 20,000 - 40,000 monthly income bracket have
the highest demand for branded residences at 12%

= Tenants prefer apartments (53%), and homeowners prefer villas (45%)

16
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WHAT BUYER'S WANT SOUGHT AFTER AMENITIES

Below we outline the top 10 amenities most likely to positively influence the 4 ) 4 )
decision to buy a home, as ranked by our respondents.

D

EXPERT INSIGHT \_ ) \_ ) \_ )

Superior retail provision has become more important
than ever before. Retail has evolved beyond a purely

transactional process and is now intrinsically viewed as 4 8 % 4 2 % 3 8 %
a combination of an experience, entertainment, wellness Nearhy mosgne Supermarket Beed views
and even education. Consumers are seeking memorable
and valuable experiences and increasingly looking for such
facilities near their homes. Developers and shopping mall
owners need to rethink the shopping experience through
the lenses of health and wellness, smart technology, f \ f \ f \
and operational excellence. These elements are key to
successtully revitalising footfall in malls during these COVID
times. And the reality is, the pandemic has offered us an
opportunity to advance new retail concepts that positively

impact on people’s lives and the cities they live in. ‘

Pedro Ribeiro \_ ) \_ ) g )

:z;;ri)/e:dv/sory, Saudi Arabia 37% 30% 27%

Dedicated parking Nearby shopping mall Lots of outdoor space

'I'!ﬁ
Y A
$ ! 21% 19% 19%
% (o) (o) (4]
- Gym Balconies Spa / other wellness
w facilities
AKRRY B,
Hh
{
({1
AR -
BRARK
(44
(o
Wu} >
Ry s
AREEEY
SRR * ()
BRERE S )
o _,i
veeg 4 _;“" % Coffee shop
;)f " ngr s e = 2 4 Source: Knightfrank, YouGov
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SHOW ME THE MONEY

We have also looked closely at the ways in which tenants and homeowners plan to finance their
residential purchases and how they intend to use their new homes.

An interesting disparity between the aspirations of tenants
and the reality of their finances has been a common thread
throughout Survey 1.

We initially learned that most tenants (48%) have a budget

of between SAR 750,000 and SAR 2.2 million (US$ 200,000 -
600,000) for their first home purchase. In a surprising contrast,
the new build property types that have been identified as the
most highly sought after by this group are villas (36%), followed
by three- and four-bedroom apartments at 20% and 22%,
respectively.

Ambition and reality creating an interesting market dynamic

Over a third (35%) of tenants nationwide said their budgets
were representative of their total expected spend, rather than
being representative of just a down payment. Average two-
bedroom apartments in Riyadh, of a good quality, sell for over
SAR 750,000, while three- or four-bedroom villas usually sell
for in excess of SAR 2.3 million, highlighting the discrepancy
between tenants’ ambitions and market realities.

51% of tenants are also looking for developers to offer financing
options, with this view echoed across the country.

Further evidence of the financial reality for would-be first time
buyers is also reflected in the fact that 39% expect to be offered
payment plans that stretch beyond handover. This reality is
even more prevalent amongst millennials (those aged between
18-35), with 63% of tenants in this cohort looking for post-
handover payment plans.

Second home buyers’ appetite

For homeowners looking to snap-up another home, 49% say
the main motive will be for investment purposes, with yields
topping the list of specific investment considerations. A further
44% say it will be for themselves and their families, hinting for
the first time at the substantive size of the Kingdom's second
homes market.

This group also had a higher share of those whose budgets
would be representative of their equity contributions (46%),
suggesting that not only is there a growing appetite for second
homes, but that there is growing demand for luxury second
homes in the Kingdom.

W

44% of homeowners want to

buy a second home

JV

21

Dammam

Jeddah

Riyadh

M 10% down payment; the rest in regular instalments until handover [l 10% down payment

B 50% down payment; 50% on handover [ No preference M Don't know

 Main motive for purchases - homeowners
Il A home for myself / my family

M An investment - lifestyle investment (yield and / or use)
M An investment - pure yield investment

B An investment - portfolio investment (diversification)

M For my children

M An investment - speculative

Source: Knightfrank, YouGov

their budgets are representatiy
of their total planned spend

12% of tenants do not require
any financing to purchase thei
next property

67.5% of tenants who prefer a
10% down payment plan, with
the rest in instalments until

handover, or later, earn less then
SAR 20,000 per month

49% of homeowners say the
main motive for a purchase will
be for investment purposes

63% of millennials who are
tenants are looking for post-
handover payment plans

Discover the full report
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MIND THE
(GENERATIONAL) GAP

56% of Saudi Arabia’s population is under
the age of 35. And as household sizes
continue to decline, this group represents
a significant source of future housing

demand. The results of Survey 1 have

allowed us a unique insight into the home
ownership aspirations of this all-important
group of Saudi's. 30% of our survey'’s .
respondents were under the age of 35. The
results highlight a growing gap between
generational priorities, with a drop in
traditional values, such as privacy, and a
growing preference for community living
amongst millennials. The survey results
reveal different stories for each of the three ||
featured cities. The results in Riyadh reflect |
the effects of domestic migration, while in
Jeddah affordability issues are prevalent.
Elsewhere, in Dammam, our findings point
to an undersupply of property purchase

options.

EXPERT INSIGHT

Our surveys highlight a clear opportunity to develop townhouses, a property type that offers similar spatial affordances of
a villa, on a more millennial-friendly budget. Townhouses are a relatively new product for the Kingdom that have a proven
track record in other GCC countries. Currently, there aren’t as many townhouses under development - but those that are
well-designed have seen an above-average absorption rate when compared to other property types. Apartments are also
becoming a more popular choice with millennials, specifically those with added services. Many of these properties lie
within a walking distance of cafes and retail centers, with access to amenities such as gyms and 24-hour security services,
providing residents a lifestyle unattainable to those living in villas.

Harmen De Jong
Partner

Real Estate Strategy & Consulting
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RIYADH MILLENNIALS
WORK HARD, GO HOME

rank ‘proximity to work’ as the of those renting do not want to make their first
most important consideration intend to buy; instead home purchase in other
when looking for their next home preferring the freedom and Saudi cities

flexibility of renting

JEDDAH MILLENNIALS
SKY HIGH ASPIRATIONS

@ ' @

list their reason for renting as will seek an LTV of 90% cite a budget of US$ 400,000
still saving. This is 11% higher or more to make their - 800,000 for their first home
than Riyadh, and 25% higher residential property purchase. 70% claim that it
than Dammam. purchase would represent the down

payment.

DAMMAM MILLENNIALS
IN SEARCH OF GREENER PASTURES

44%

want to make their first look for shared facilities list their main reason for
home purchase outside of when choosing a property, the renting as ‘looking for options/,
Dammam highest amongst respondents 3 times higher than millennials
across the Kingdom in Jeddah and Riyadh

Source: Knightfrank, YouGov
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THE FUTURE IS NOW

The Kingdom’s new Giga projects represent a seismic shift in not only the quantum of real
estate development unleashed in the Kingdom, but also spectacularly mark the birth of what
could be the emergence of one of the world’s hottest new real estate markets.

Survey 1 gives the opportunity to understand the domestic
appetite to purchase, invest and live in some of the world's
largest and most unique real estate projects.

At 41%, NEOM has been named as the most attractive of the
Giga projects. This is where most of our respondents would
be interested in buying a home. The US$ 500bn project’s
popularity was highest in Dammam (44%), followed by Jeddah
(43%) and then Riyadh (39%).

The Red Sea Project (23%) is a distant second, however
respondents in Jeddah (34%) have the coastal development
higher up in their minds than those in Riyadh (17%). This is
quite an interesting dichotomy, given that The Red Sea Project

is arguably the most advanced in terms of visible development.

Riyadh's Diriyah Gate (13%) has been named as the third most

likely project Saudi nationals are likely to buy a home in.

Interestingly, the popularity of NEOM rises with monthly
household income, with those earning above SAR 60,000 (48%)
naming it as their most preferred target for a home purchase.
When it comes to Diriyah Gate, the opposite is true, with those
earning less than SAR 10,000 per month citing the SAR 20bn
development as their favourite target for a home.

In terms of the likelihood of making a purchase, NEOM (72%)
again tops the list amongst respondents that named it as the
most attractive Giga project to buy a home in.

The fans of NEOM are also most likely to pay a price premium
(60%) to purchase here, while those who find Diriyah Gate the
most attractive Giga project are least likely to pay a premium to
own a home in the project (37%).

Diriyah Gate 26% 23%
Qiddiyah 5% 40%
Amaala 15%
The Red Sea 18% 19%
Project
Alula 9% 27%
NEOM 21% 15% 13%
H Less than 200,000 Il 600,000 to 799,000
Il 200,000 to 399,000 800,000 to Tmillion
Il 400,000 to 599,000 1million

57%

17% 6% 14%
10% 15% 18%
13%
37% 20% 6%
26% 17% 5%
18% 15%
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NEOM is the most attractive Giga

project to buy a home in

J

NEED TO KNOW
= 70% of those keen on making a purchase in one of the Kingdom's Giga
projects earns less than SAR 20,000 per month

Those living with their spouses (71%) name NEOM as their primary target
for a home

= 36% of tenants saving to buy a home believe NEOM is an attractive location

for their first purchase
= 61% of homeowners who believe purchasing a home has helped them n

achieve a life-long goal prefer NEOM above other Giga projects

52% would buy in NEOM purely for investment reasons; the rest would buy
here for family use

= Just 15% of NEOM's fans are willing to spend over US$1 million on a home
here.

= 33% of those who find NEOM an attractive place to buy claim to know a lot
about the project; however, this is second to Qiddiyah (40%)




THE SAUDI REPORT | 2022

CLASH OF THE TITANS

One of the focus areas of our survey was to understand the perceptions of buying, living
in, and investing in the Kingdom’s Giga projects. NEOM and The Red Sea Project were
consistently ranked as the top two favourite projects by our respondents. Below we take a
look at how each project is perceived by potential buyers, investors and residents.

NEOM RED SEA
What PROJECT

WHY

seconoWome s

PRIMARY HOME -

WHO >

AW \ 77 e
\on Source: Knightfr gueov S\:\\\ v '3 -: ”

EXPERT INSIGHT ; _
While The Red Sea Project remains a : ‘the 1000-househol
/ a home, it comes second __&, 9 ore closely at the results p > Gige as more of an
S ‘ Lk a .

for eﬂrer_e they

project,
1

W, Y
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NEOM: A PLACE TO LIVE

of those interested in
NEOM are willing to

move there

of those who plan to
purchase in NEOM want

3-4 bedroom apartments

RED SEA PROJECT: A WEEKEND GETAWAY

of those choosing to
purchase property at The
Red Sea Project are buying

to invest

of those intending to purchase
a home in The Red Sea Project
are interested in beach front

IER
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WHAT THE WEALTHY THINK

Survey 2 gives a better understanding of the depth of demand amongst the Kingdom’s
wealthy for investing and living in the country’s planned Giga projects.

JU

Of all the Kingdom's Giga projects, HNWI are

most interested in buying a home in NEOM

JV

Of the 73% who intend to buy a new home in the next 12
months, 70% of those with a net worth of over US$ 1 million
are keen to purchase, rising to 76% amongst those with a net
worth of between US$ 0.5-1 million.

When it comes to property preferences, HNWI in the Kingdom
prefer villas (50%) to apartments (43%) for their next
acquisition.

In terms of budgets for their next purchase, 24% will spend
between US$ 0.8-1 million, while a further 25% will spend up to
US$ 2 million. 26% plan to spend under US$ 0.6 million. 45%
say this will be representative of their equity contribution, while
36% say this is the size of their total budget.

On the main intention to purchase, using the property for
themselves, or their family, has been cited as the most popular
reason, with over half of all respondents (55%) selecting this
option. A ‘lifestyle investment; for personal use, or short-term
lease, is the second most popular reason (33%), followed by a
pure investment yield play (25%).

Dubai is the most preferred location outside the Kingdom

Beyond Saudi Arabia, Dubai has emerged as the most
preferred potential target city, with 65% naming the emirate

as a place they would like to buy a home. 19% say they would
potentially spend up to US$ 0.5 million, while a further 25% will
commit up to US$ 1 million. 25% are ready to spend between
US$ 1-3 million.

Four bedroom apartment

Three bedroom apartment

Villa

Beach front villa

Townhouse

One bedroom apartment

Two bedroom apartment

Source: Knightfrank, YouGov

NEOM still the most popular GIGA

project

Like the respondents of Survey 1, the majority of HNWI (60%) name
NEOM as the Giga project they would most be interested in buying
a home in, with 97% of this group saying they are likely to make a
purchase in the world’s most sustainable, most innovative and most
technologically advanced city.

NEED TO KNOW

The Red Sea Project (22%) follows in a distant second place,
while AlUla (13%) is ranked third.

The strong preference to buy a home in NEOM is echoed by
HNWI in Riyadh (61%), as well as Jeddah (58%). What's more,
70% say they 'know a lot' about NEOM.

Overall, 42% say a Giga project purchase will be a second-
home, while 27% say it will be for investment reasons, with 60%
expecting rental yields of between 4-6%. A third of respondents
expect residential price growth of more than 10% annually in
any of the Giga projects.

= 96% of HNWI are likely to make a purchase in one of the

Kingdom'’s Giga Projects

= Having access to a gym and supermarket are rated as the two
most popular amenities that would influence HNWI purchasing

decisions

= 84% of HNWI will pay a premium to live in a Giga project n

(82% for NEOM)

= 57% of those with a net worth of US$ 1million+ are in favour of

purchasing villas

58% of HNWI list themselves as the primary decision makers in
selecting the location for a property investment, with 31% stating

it is a family decision
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COVID TODAY, GONE
TOMORROW PREFERENCES BY INCOME

BRACKET

Arguably the biggest disruptor the real estate sector has ever experienced, the pandemic
has driven a seemingly permanent shift in attitudes towards not only remote working, but
expectations amongst residential tenants and buyers. Below we detail how the pandemic has
influenced the lives of our respondents and what their expectations are for the future of their Over oL,

work-life balance. 60,000 HEALTH CARE AND

SAR/Month GREEN SPACES

value '‘proximity to work'

of those earning over SAR 60,000
per month have had their commute
making them the least likely to

How work in a post-covid world is impacting residential property preferences

Covid has shifted my
perception of where i live

SPACE FOR
REMOTE WORK

SAR/Month
Location is a driving Proximity to the
workplace is important
of those earning between SAR
40,000 to 60,000 per month 5 8 %
express a desire for a home
office to work remotely

factor when
choosing a home

Under
40000 PROXIMITY TO
My current home Space for remote . 3 THE WORKPLACE
is permanent work is important SAR/Mont

= Commute to work decreased (Post-COVID)
= Commute to work unchanged (Post-COVID)
of those earning under SAR
20,000 per month experienced
ST et ey no change in their commute to
work post-COVID.

31 30
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2022 SAUDI ARABIA RESIDENTIAL SURVEY HIGHLIGHTS

NUMBERS YOU NEED TO KNOW

AN
oS )
—7 S 60%
1,00 68%

Of HNWI name NEOM as the Giga project they would be
: : y most interested in buying a home in
Saudi households of villa respondents /
surveyed ranked privacy as the most ( .
important consideration \ ff‘r 36%
| '-'e? y of tenants saving to buy a home believe NEOM is an

attractive location for their first purchase

0 v
O,:I of tenantsswﬂbL{oa home in = . 39% 5

the next 12-months

NI

of HNWI who cite NEOM as an attractive place to buy
a home would pay a premium

to live here

0/ \
60% 57% N
of tenants would buy, but are

4
4 o d
\ .
. \ \ -
] - of homeowners say purchasing \
saving to transition to home

— 4
i a home is the culmination of a
ownership

life-long goal

g HNWI SURVEY TAKE AWAYS
SAR 0-75'2-2M

48% of tenants have
a budget of SAR 750,000 to
SAR 2.2 million for their first home

55 | 73% 96 % 84% 25%

Saudi will buy a home want to purchase a will pay a premium will spend US$ 1-2

' 5 HNWI in the next home in one of the to live in a Giga

million on their next
surveyed 12-months

Giga projects project home
of homeowners Having a mosque nearby is
want to buy the number one amenity likely
a second home

to positively influence a

purchase

Source: Knightfrank, YouGov
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Source: Knightfrank, YouGov
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THE OPPORTUNITY

The diverging responses from tenants, homeowners and HNWI in our surveys reveal some
remarkable differences, as well as similarities, all of which present a unique set of opportunities
for the authorities and developers as they work to satisfy the seemingly insatiable demand
to get on the housing ladder. This has of course been spawned by the 2016 National
Transformation Plan and Vision 2030 which aim to attract FDI, encourage private sector
participation and improve the quality of life in the Kingdom.

Below we review five stand-out opportunities we have identified for
the market to consider that will help deliver the ambitions of Vision
2030 and that align with our market experience, which has now been

confirmed by our surveys.
1. AFFORDABLE HOUSING

It is clear that the definition of what constitutes as “affordable” needs

to be defined by the market. For now, we can look at income multipliers
to give us a steer on the state of play: villas in Jeddah can cost over 12
times average annual incomes, while in Riyadh this figure is closer to 8.5
times annual household incomes. In either case, they are both above the
usual 4-6 times annual earnings that is usually considered “affordable”
globally.

To an extent, the Ministry of Housing's programme has begun to
address this, however clear gaps remain in terms of the type of

stock being planned and the aspirations of would-be homeowners.
Furthermore, demand preferences are evolving, with younger Saudi-
nationals preferentially opting to live in apartments, mainly due to cost
considerations, but also due to the lifestyle amenities that come with
apartment living. What's more, household sizes are declining. This
combined with significant population growth projections - Riyadh, for
instance, is expected to house more than 15 million people by the end
of the decade, from c.8 million today - suggests domestic demand

stemming from young Saudi'’s is going to grow for some time to come.

When it comes to budgets, the majority (48%) of tenants are looking
to spend between SAR 750,000 and SAR 2.2 million (US$ 200,000 -
600,000). Finding a high-quality home within these ranges, particularly
in Riyadh, is likely to prove challenging. That said, some developers
have turned to townhouse developments to bridge this gap, while also
offering a villa-like product that is priced above the Ministry of Housing's
(MoH) thresholds, but below planned/expected Giga project ticket
prices. Still, the delta between the type of product being demanded,
along with the accompanying budgets, represents a clear opportunity
for developers to tap into a burgeoning segment of buyers who are
looking for high quality, “affordable” homes.

Click here to read about the latest trends in Saudi Arabia’s

residential market.

2. BRANDED RESIDENCES

Amongst existing homeowners, who are planning to either upgrade their

homes, or buy a second home, the appetite to purchase a villa (44%) is

35

perhaps unsurprisingly higher than apartments (41%).

The appeal of branded residences has been lower than what we
anticipated, but this is not a surprise. It is likely due to the sheer lack

of branded residential properties in the Kingdom. In Riyadh alone,

there are just a handful of branded residential properties, which form

a negligible proportion of the total residential stock in the city. That

said, given the depth of demand for luxury second homes amongst
HNWI homeowners (49% will spend between SAR 3-7 million, or US$
0.8-2 million), there is a real opportunity to create and deliver a vibrant
branded residential market to satisfy some of this escalating demand for

luxury living.

Click here to read about the latest trends in Dubai’s branded

residential market.

3. SECOND HOMES MARKET

For the first time, we have been able to quantify the size of Saudi
Arabia’s second-homes market in addition to the size of budgets for
second homes in the Kingdom. At 44%, the number of homeowners
looking for a second home is significant. The challenge of course will be
to ensure that developers work in parallel with one another to ensure

the risk of an oversupply of luxury homes is avoided.

4. REDEFINING LIVING

The planned Giga projects are set to redefine living in the Kingdom, with
our survey respondents demonstrating a particular soft spot for NEOM,
attracted by its promise of delivering a cutting edge, ultra-modern

city that will put people and the environment at the heart of its design
and a city that is expected to form the centrepiece of Saudi Arabia's

transformation plans.

The gargantuan US$ 500 billion project has clearly captured the
imagination of Saudi's across the Kingdom, with the appetite to
purchase here amongst tenants, homeowners and HNWI standing at
40%, 43% and 60%, respectively. Indeed, most are even willing to pay a
premium for the privilege of living or owning a home here. Developers
have a real opportunity to tap into this surging demand and meet the

clearly laid out expectations of potential buyers

The excitement around NEOM is clear, but now work must begin to

deliver on the promises made and more importantly, deliver a city that

WWW.KNIGHTFRANK.COM.SA/SAUDI-ARABIA-RESIDENTIAL-SURVEY

caters to the aspirations of the Kingdom's hopeful home buyers and
eager investors, alike.

Creating a city from scratch, with a vibrant economy that draws in (and
retains) talent is no easy feat, but numerous successful examples exist
around the world. We feel some of the challenges around delivering
NEOM could be addressed through private sector participation.

5. PRIVATE SECTOR PARTICIPATION

Private sector participation can take many forms to ease some of
the challenges highlighted above. The establishment of certification
and training programmes for contractors, who aspire to become
developers, will for instance, help to deliver the ambitious volume of

34

real estate development being planned. Furthermore, it will foster
better coordination between the private and public sectors, allowing
the authorities to assume more of a supervisory and strategic role in
transforming the nation, leaving the nuts and bolts of delivering the

vision for a new Saudi to the private sector.

To an extent, this can be achieved through the ‘Master Developer
Delivery Model; which has worked well for some of Dubai’s master-
planned communities such as Dubai Marina. This ensures that private
developers are being offered the opportunity to participate in the
success of the Giga projects whilst the bulk of the development

risk is being absorbed by the government. Furthermore, we believe
the widespread adoption of this model will spur innovation, boost

the nation's knowledge capital, and attract the attention of global
institutional investment, while in parallel diversifying the Kingdom's

economy.
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