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Kingdom’s house financing demand put at SR1.2 trillion

KHALIL HANWARE | A5AE NEWS

AUDI Arabia's socio-

economic  develop-

ment is driving the

need for substantial

housing and mwort-
gage [inancing within a short
period of time. With this need
for mortgage financing, the
Kingdom has seen the develop-
ment of specialized firms with
global morigage expertise call-
ing Saudi Arabia home. Capitas
Group Intemational (CGI) bassd
in Jeddah s one of these compa-
nies. Leveraging its global exper-
tise. O, a joint venture between
the Islamic Corporation for
the Development of the Private
Seclor (ICD), 2 member of the
Islamic Development Bank Group
and Capitas Growp, 2 US-based
Shariah-compliant holding com-
pany. works with public and pri-
vate sector institutions through-
out the 0IC (Organization of the
Islamic Conference} 1o develop.
launch and operate platforms

that contribute 10 the gmu.lh of
the real estate. small and medi-
um enterprise, and new venture
development.

socording o Naveed Siddiqui,
chief executive officer of CGl,
SR1.2 wrillion in house financing
demand is expecied over the next
10 vears in the Kingdom. According
to recent studies, over half of the
population of Saudi Arabia stll
rents and over 60 percent of the
population are below the age of 30
— on the path of forming new
households. Siddiqui said in onder
to mesl the rising demand for
housing. affordable mortgage
financing must be made available
1o the currently ugderserved mid-
dle market segment in the

“Saudi Arabia is the right place
for CGI 10 base fls operations.
Unlike other markets in the region
there is a true indigenous demand
for housing and mortgage financ-
ing. Our goal & to work with bath
the public and private sectors 1o
ensure that a stable and healthy

morigage industry is developed in
the Kingdom,” Siddiqui added.

Saudi Arabiz has taken critical
steps toward building the requisite
infrastriscture 10 SUPpoTt MoriEase
lending. Although not vet enacted.
1 mortgage law addressing foreclo-
sure processes and streamlined title
and lien registration & expected to
be in place by the end of this vear,
he said. Moreover 2 credil reporting
bureau (SIMAH) has been estab-
lished in the Kingdom and is
achieving market-wide acceptance
leading o more positive consumer
payment habits.

Currently, morigages make up
only 2 percent of GDP (gross
domuestic product) in the Kingdom,
but 35 percent and 20 percent of
GDP for UK and Makaysia, respec-
tivelr. The gap highlights the
opportunity for expansion of
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the broader pq:uhhm
Kingdom. he

ﬂ:eﬁenw:dhrlumushp
among the middle dlass & increas-
ing in Saudi Arabia while develop-

T

Saudi Arabia is the right
place for CGl to base its
operations. Qur goal
is to work with both
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ers are struggling o maintain sup-
ply. Corservative estimales indicate
that 150000 new homes will be
nesded annually acsoss the country
ower the next 10 years. Siddiqui said
using 150,000 housing units at an
average valve of SRS00.000 put
capital requiremsent at SR120 bil-
liom per vear and SR1.2 trillion over
10 years in the Kingdom.

The Saudi banks have reserved
their limited amount of mortzaze
fimancing for a small segment of
upper-income CUStOmErs.
Currently, mortgages make up
only | percent of bank assets while
consumer lending accounts for
almast a quarter of all lending in
Saudi Arabia. he said.

CGl recently published 2 sudy

Arabia

which addresses the need for the
creation of 2 morngage liquidity
center in Saudi Arabda The studv
analyzes examples from both
emerging and developed markets
and makes recommendations for a
mukl mortgage liquidity center in
the Kingdom In mascent mon-
gage markets, the creation of a
mortgage liguidity center (MLC) is
a critical milestone for developing
a stable and effective mortgage
market, Nasser Nubani, executive
vice president of CGI, said The
main role of the MLC & to make
capital avzilable to primary lend-
ers such as banks and speciafized
non-bank lenders.

He added the real estate and
mortgage industries in Saudi
present  tremendous
potential. In onder for these
burgeoning industries to trans-
late their success into an incnease
in homeownership throughout
the country, the mortgage law
and its supporting regulations
must be effectively administered.
MLCs critically impact the devel-

opment of local mortgage indus-
tries. “The liquidity dynamic fos-
tered by MLCs enhances home
ownership, ‘reduces lending
rates, increases financing tenors,
and fosters growth of the overall
morigage financing industry,”
Nubani said.

As Saudi Arabia’s mortgage
law will be approved soon,
Nubani said in any economy,
enactment of a mortgage lawis a
critical milestone in the path
toward large-scale homeowner-
ship. “For Saudi Arabia, enact-
ment of the morigage law will
not flip 2 magic switch that will
automztically turn renters into
homevamers. In order for the
mortgage law 1o deliver on its
long-term objective of increasing
homeownership in the Kingdom,
wo critical things must happen
— the mortgage law must be
supported by effective regulation
and developers must be able to
quantify the profitabilitv of
building homes for middle mar-
ket homebuyers,” he said



