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Chart 2: Residential real estate
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Chart 3: Investment real estate (Apt/Bldg)
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Chart 4: Commercial real estate
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Real Estate Activity

2011 total sales up 35% for the year.

Bassel Zinaty, Assistant Economist, +965 2259 5358, basselzinaty@nbk.com

Sales finally returned to strong levels in 2011. Total real estate sales
for 2011 were KD 2.7 billion, a 35% increase from 2010. Residential
sales accounted for 54% of total, while the investment sector took
37%, with the commercial sector rounding off the sum with 9%. This
is similar to 2010 were sector shares were 55%, 33%, and 12%
respectively. 2011 also saw an 11% increase in total number of
transactions, with most of the increase coming from residential
property transactions

In 2011, the rise in sales was led by the investment sector which
gained 52%, followed by the residential sector up 32%. Not
surprisingly, sales in the commercial sector underperformed gaining
only 3%.

Sales activity in the real estate sector totaled KD 161 million in
December, a drop of 32% vyear-on-year (y/y). Activity seems to have
slowed down in the last month of 2011, but it is expected to pick up
again in the months to come.

Residential sector sales were KD 87.5 million for December, a 15.1%
y/y decrease. This drop did not come from decreased activity in the
sector, but from a smaller average transaction size, which dropped
17.7% yl/y. This was due transactions being skewed toward land plots
that month (finished homes are pricier than land plots). Overall, this
sector has done well in 2011 and should continue to do so.

The investment sector (mainly apartments and buildings intended for
rental), saw KD 61.3 million in transactions for December. This was a
14% vy/y drop. The decline stemmed from a decrease in the number of
transactions, which dropped 13% vy/y. This slow down is likely
temporary and activity in the sector should pick up in the months
ahead, as investor interest remains high.

The commercial sector witnessed 4 transactions in December totaling
KD 12 million, compared to a monthly average of KD 20.5 million in
2011. This sector is usually volatile, due to the low number of monthly
transactions and the large variation in the size of the properties
involved.

The Savings and Credit Bank (SCB) disbursed loans totaling KD 10.1
million in December, almost unchanged y/y. Of these loans, half went
into financing new houses constructions while 31% were used to
purchase existing homes. Additionally, 264 loans were approved by
the SCB, for a total of KD 12.2 million (+90% vy/y). Total loans
approved by the SCB in 2011 were KD 117.6 million, a 26% vy/y
increase. This further points to the health of the residential sector.

December saw the slowdown in activity continue over from the
previous month, despite a generally healthy year for the real estate
sector. Good demand in the biggest two real estate sectors should
allow activity to pick up again in 2012.
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Source: Ministry of Justice and Savings and Credit Bank
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