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Mortgage overhaul appears imminent

While new housing sits empty, potential
homebuyers cannot find affordable property

Kevin Brass

Newly constructed hames in Saudi
Arabia are sitring empry becaunse
patential hoyers cannor afford
them, anulysts sy

Io Riyadh, the capital, 28 per
cent of houses built in the pasL 18

nths are vacant, the property
brokerage Colliers International
IEpOrts.

“Trevelopers concinue to show
hias towards developing
high-income housing unit:
liers maid in a recent analysis,
*Thia hag ereated a large poal of
untapped demand.”

Uremand for housing in the king-
dom is primarily from lower and
middle-income familics unable
to afford the new homes, ndusiey
EXPECHS SAY.

Some 12 ta 15 per cent of homes
in the kingdom are vacant, ae-
cording to RNCOS a rezearch firm
haged in India. Yet sovernment
catimates indicate more than
270,000 housing unils are need-
ed Lo meel current demand, says
Shushmul Maheshwari, the RN
OS5 chiel executive.

Hones would have Lo be priced
below £130,000 Lo be affordable
tora large portion of potential buy-
ers, Mr Maheshwarl said,

“It is expected thar the vacancy
rate will remain high for some time
e will gradually go doeen with the
implementation of new mortgage
laws,” he said.
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After 1years of debate, the Saudi
government is reportedly on the
verge af approving sweeping new
laws to apen up the mortrare mar-
ker. at present, fewer than 1 per
vene of homes are purchased nsang
morigages, seeording o indusiry
estimales,

The new laws eould make the mar
leet more aceessible and increasc
sales, some industey analysts be-
lieve. Butathers feel that not all the
tesmeswill be resnbved.

"Developers naed to be more en-
gaged with hanking and financial
mehirutions to make sure the right
kind of financing is availuble,* said
Waliid Sarij, the execulive vice-pres-
ident of Capitas Group Internation-
al, a financial services company,

About hallthe populaion of Saudi
Arabia still tents, and more than
B0 per cent of the population is be-
lowsthe age of 30, according 1o data
tracked by Capitas. Between | mil-
lion and 2 millian homes would
nead to he buile by 2014 to sarisfy
demand, analysis estimate.

Smaller, more efficient houses
need to be builtto suit the needs of
g familiey, MrSart said.

"There is a misconneetion be-
tween the supply and the lype of
homes people need,” he said.

Many current housing projects arc
small developments built by local
companies, he said,

Tn satisty demand, large compa-
nies with rechnical and finaneial
expertise need to enter the market,
he helieves.

“The mirket needs intermariomal
developers who huve the ability
Lo builg properties of this scale,”
M Saxij said. “Clearly demand is
thers pow, but the business ease
needs to be built so investors feel
romfortahble.”

Analysts kay land prices also are
major stmbling blocke, Prices for
developable land have i d by
A0 per cent in some areas, accond-
g b momu mdust ry esbmates.

I the past year, e Saudi goven
ment has taken steps to implement
& national strategy to address the
lousing issue, bt Maleshwari said.
This includes o plan to build a large
mumber of homes.

“Although steps are being taken by
the government," Mr Maheshwari
said, "it needs to be s2en how ef-
fecrive they shall be in filling up the

ity
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