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We're excited to share a new project at the University of Business
and Technology - the launch of an Economic Review. As members
of the Board of Trustees, we believe this initiative will greatly
enhance our institution’s academic excellence.

UBT Economic Review is a platform for in-depth analysis and
discussions on economicissues thatimpact our society, both locally
and globally. Additionally, this publication aims to enhance our
academic community’s knowledge and encourage collaboration
among scholars and researchers from different fields.

We want to express our appreciation to the editorial committee for
their hard work in making this project a reality. Their expertise and
dedication will ensure that the Economic Review maintains high
standards of academic quality and relevance.

Finally, we're thrilled to launch UBT Economic Review, and we
look forward to its growth and influence in the coming years. Let’s
embrace this important initiative and continue our commitment to
sharing knowledge, fostering intellectual excellence, and making a
positive impact on society.

Sincerely,

Dr. Abdullah Dahlan

The Chairman of Board of Trustees

The University of Business and Technology
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“UBT Economic Review” (UBTER) Real Estate Index section examines the
influence of the Saudi real estate market on the economy by analyzing
trends, market dynamics, and socioeconomic consequences. It focuses on
residential and commercial properties, identifying growth factors, trends,
and investment opportunities.
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SECTION 1

Saudi Arabia Total Real Estate Index (TREIX)

The Saudi Arabia total real estate index aims to
measure the price changes in three main components
in real estate such as the residential component
(65% weightage), the commercial component (31%
weightage), and the agriculture component (4%
weightage). Even though this index incorporates
plots, buildings, villas and apartments, the majority
of weightage came from the plot of land. For KSA, it
is important to note that its real estate market trend
has shown a multitude of ups and downs based on
both the real estate value and the real estate weighted
average index, over the years spanning from 2016 to
2023. According to the graph below, we can say that
the real estate value reached its peak at the end of
2016, with an approximate value of SAR 35 billion.
Just after this peak, the graph showed a declining
trajectory throughout the year 2017 until reaching
a new peak by the year-end, with a value of SAR 38
billion. This is almost the same trajectory shown
when using the real estate weighted average index.

Even during the years 2018 and 2019, the volatile
pattern persisted. Just before the incorporation of the
value-added tax (15%) in July, the total real estate value
increasedtoSAR31.8billioninJune. Afterthat, thefigure
shows an inverse trajectory which is characterized by
a slowdown of the real estate values from 2021 until
June 2022, with a TREIX reaching 112 points. The
same pattern continued during the current year 2023,
reporting a total real estate value of SAR 16.6 billion and
aTREIX reaching 107 points by the end of August 2023.
The main factors behind these fluctuations during the
present period from 2016 to 2023 will be explained
more in detail for both residential and commercial
real estate. In September 2023, there was an increase
in terms of total real estate value of SAR 16.8 billion
compared to the total value of SAR 16.6 billion in
August 2023. This suggests a potential positive trend
for the real estate sector over the coming few months.

Saudi Real Estate Index
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SECTION 1

Saudi Residential Real Estate Index (RRIX)

The total real estate considers both residential and
commercial properties, by including a wide spectrum
of properties, such as homes, apartment complexes,
office buildings, retail spaces, and others. When
considering the only residential real estate index, it can
be noted that its performance depends on some key
factors such as economic conditions, public policy in
terms of housing initiatives, fiscal and monetary policy,
and exogenous shocks like the COVID-19 pandemic.
Overall, it can be deduced the multitude of fluctuations
over the period 2016-2023, with a significant upsurge
of both real estate residential value and real state
residential weighted average index during the same
period. For example, in 2016, the monthly residential
transaction value fluctuated within a range from a
minimum of SAR 3.8 billion to a maximum of SAR 23
billion this trend is mirrored in the real estate residential
weighted average index, which reached its peak in
December 2017 at 134.3 points. Without any doubt,
Saudi Arabia’s economic activity is mainly dependent
on oil prices. Therefore, an increase in oil prices can
enhance non-oil GDP as it increases both public and
private spending. This can lead to improvement in
the residential real estate sector in addition to the
considerableeffortsdeployed by the Ministryof Housing
in terms of encouraging homeownership of residents.
However, this upsurge was followed by a significant
drop, reaching 82.1 points by June 2018, which could
be explained by the implementation of the 5% value-
added tax, thereby decreasing the demand for new
residential acquisitions. The fluctuations continued
throughout 2019, reaching a maximum of 116 points
just at the beginning of that year. Following the
dataset, it can be deduced that Q1 2019 and Q4 2019
were characterized by an improvement of the RRIX.
This can be explained by the moderating interest rate
that was applied in 2019, with an interest rate value of
2.4%.Theyear 2020 was marked by the negative impact
of the COVID-19 pandemic on residential real estate
resulting in a decline in the real GDP growth (-4.1%)
and the average Brent oil prices (less than 50%/barrel).
Despite this, in June 2020, the market succeeded
in reaching another peak, with a transaction value

approximating SAR 21.5 billion and an index attaining
150 points. This can be explained among others by
the expansionary monetary and fiscal policy adopted
by the government to reduce the negative impacts of
the pandemic. Following the favorable effects of public
policies on the economy, from 2021 until June 2022,
the residential real estate market index experienced
an upward trajectory reaching its peak at 113 points.
This can be due also to the important amount of
real estate loans offered by banks with a sum of SAR
638,27 billion by the end of Q2 2022. However, from
the beginning of Q3 2022 until May 2023, the market
showed a downward trend, with a RRIX reaching 87.8
points in April 2023. This period was characterized by
a significant decrease in the value of new residential
mortgages offered to individuals by banks, weighted
down by the increase in mortgage rates. In September
2023, there was a significantimprovementin residential
transaction values, with an amount of SAR 9.21 billion
and an RRIX of 105.5 points compared to the values
recorded in August, which was evaluated at SAR 7.87
billion and 100.9 points, respectively. Although the
higher interest rates, the significantincrease in the total
values of transactions could be due totheincreasein the
prices of new homes and to the government initiatives
in terms of promoting homeownership policy.
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Saudi Residential Real Estate Index (RRIX)

Saudi Real Estate Residential Index
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Saudi Commercial Real Estate Index (RCIX)

Considering the period 2016-2023, the commercial
real estate market for KSA showed a volatile pattern.
It can be shown that these fluctuations were clearly
justified either using the Saudi commercial real estate
index or the real estate commercial weighted average
index. Similar to the residential real estate market, the
commercial segment can be influenced by numerous
factors such as government initiatives, monetary
policy, expected population, financial development,
trade openness, Foreign direct investment (FDI),
urbanization, tourism activity, non-oil real GDP, etc. In
January 2016, the transaction value of the commercial
real estate stood at SAR 18.4 billion. Following the
next six months, there was a downward trajectory
regarding the total values of commercial transactions,
reaching a minimum of 2.6 billion in July 2016. On
the other side, there was a significant rebound in real
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estate commercial operations in January 2017, with the
number of transactions reaching SAR 22.5 billion. Here,
it is important to note that the implementation of the
value-added tax among other factors had a significant
impact on the commercial real estate market. Using
the real estate commercial weighted average index,
as an alternative measure of the market performance,
we can say that the RCIX experienced a similar pattern
to the transaction values. Apart from the increasing
performance beginning from December 2016 until
January 2017, reachingamonthly peak of 166 points, the
rest of the months showed some slow upsand downs. In
addition to the incorporation of the 5% value-added tax
in Saudi Arabia, the overall GDP growth was relatively
low during the period from 2016 to 2020, thereby
negatively affecting the commercial real estate market.
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However, there was a regaining of performance in
the commercial real estate market, with a significant
peak in June 2020. This peak occurred just before
the announcement of the incorporation of the 15%
value-added tax, which was expected to take effect
in July 2020. For example, in June 2020, the amount
of transaction values reached an amount of SAR 10.2
billion, while the RCIX stood at 219.8 points. This market
performance is spectacular despite the significant drop
in the overall GDP growth in 2020 (-4.1%) coupled with
the COVID-19 lockdown. It can also be dedicated to
the low-interest rates and the reversal of the real estate
value added backto 5%. Moreover, the favorableimpact
of these factors was evident in November 2020, with
an upsurge of the transaction value at SAR 7.9 billion
and an RCIX evaluated at 132.7 points. From 2021 to
September 2022, the value of commercial transactions
experienced some fluctuations, albeit better than
the previous years. For example, the RCIX reached its
peak in September 2022 which was evaluated as 113.4
points. This rebound in performance can be due to

government initiatives in terms of boosting the tourism
sector, thus attracting investors, and improving the
ease of doing business. Another reason can be devoted
to the spectacular performance of the overall real GDP
growth in 2022 (7.6%), mainly supported by the rise in
oil production and non-oil activities. In 2023, it seems
that RCIX reported moderate fluctuations from January
to April, butitturned outtoreachapeakof 121.46 points
and 114.82 points, respectively in June and August. The
higher economic growth and the recent government
initiatives for regional headquarters to be established
in the Kingdom are among others behind the increase
in demand for commercial real estate. In September
2023, there was a considerable decrease in the value
of commercial transactions, with an amount of SAR
7.5 billion compared to the values reported in August,
which was evaluated at SAR 8.7 billion. Despite this, this
moderate decrease cannot negatively affect the overall
performance of the sector. It could be attributed to
some temporal adjustments regarding the real estate
market itself, in addition to the higher interest rates.

Saudi Real Estate Commercial Index
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“UBT Economic Review” (UBTER) conducts an analysis of the Point-of-Sales
Index in order to gain insights into the Saudi retail industry, including
consumer behavior, sales patterns, and the overall health of the sector. The
analysis emphasizes Total Point of Sales Values and Foods and Cafes Sales
Values, aiming to uncover consumer preferences and market sentiments.
In essence, UBTER acts as a platform for exploring the implications of the
Point-of-Sales Index, fostering discussions that contribute to the growth
and development of the retail industry in Saudi Arabia.




SECTION 2

Total Point of Sales Values and Foods and
Cafes Sales Values “SALEINDEX"” and “FACIX”

The total point of sales values (POS) for Saudi Arabia
and more particularly the food and cafe sales values
are of relevance in order to highlight the country’s
consumption trends and challenges, using the
period spanning the years from 2021 until now. The
selection of this dataset is driven by its availability,
as it was launched by the Saudi Arabia Central Bank
in January 2021. In addition, two key indicators
were used throughout this analysis, such as the total
value of point of sales and the six-month weighted
average index (SALEINDEX). Overall, the total point
of sales values indicated a sustained recovery of the
consumption expenditure for both the government
and households. Without any doubt, it is recognized
that Saudi’s economic activity is mainly correlated
with oil price fluctuations, despite the considerable
efforts already made in terms of diversification of the
economy. In other words, the rise in oil prices, as started
in January 2021, also supported the non-oil GDP,
thereby improving government and private spending.
For instance, in January 2021, the total monthly value
of POS transactions recorded was SAR 33.5 billion,

which subsequently increased to reach a peak of SAR
51.6 billion by the end of the year “by the end of the
year. Similarly, the SALEINDEX indicated an upsurge
over the same period by attaining a peak of 108.8
points in December 2021. This could also be explained
by the significant decrease in the inflation rate taking
effect from June 2021, thus contributing to improved
consumption expenditure. The POS values continued
to increase during 2022, reaching the value of SAR 58.6
billion by December 2022, while the SALEINDEX was
recorded at 107.5 points. The continued recovery of the
economy, as sustained by the increasing consumption
spending, is mainly due to the considerable decline of
food price indices aligned with global prices, as well as
to the maintenance of moderate interest rates until the
end of Q1 2022. On the other side, from the beginning
of 2023, there was a slower decrease in the POS value,
but overall consumption pattern has shown a sustained
growth until April 2023.

Saudi Point of Sales Index (SALESINDEX)
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SECTION 2

This can be due to the continued decrease in food
price indices, which can negatively influence the
values of POS. Another reason can be due to the fact
that the demand for necessary goods is inelastic, thus
affecting consumption spending and the POS values.
It is important to note that despite the rebound of
the POS values in March 2023 and June 2023, these
upsurges are temporary and cannot be considered
because they were due to seasonal effects. However,
from July 2023 until September 2023, there was an
upward trend despite the increase in the interest rate
applied by Saudi’s Central Bank in line with the US
Federal Bank monetary policy. Regarding the point of
sales for food and cafes, there was an upward trend in
the consumption of food and cafes segment over the
year 2021. By starting with SAR 9.7 billion in January
2021, the total value of POS reached SAR 14.7 by the
end of that year, while the FACIX fluctuated between
100 points and 108.25 points during the same period.
This can be due to the spectacular decrease in the
prices of food and cafes, more particularly for food.
Based on the International Monetary Fund report for

KSA (IMF, 2023), it should be noted that the category
related to food, beverage, and tobacco reported the
largest decline regarding its contribution to inflation.
This statistical evidence can also be shown using the
food price indices trend from the same source, which
showed a drop in the food price indices from June 2021
until year-end. Despite the increase during the year
2022, this upsurge in the food price indices remained
moderated and was largely below the World Index
(RHS). From January until September 2023, it seems
that the increasing trend persisted over that period,
reaching a total value of SAR 14.1 billion by September
2023. In addition, it is worth noting the increase in the
total value recorded in September compared to that
realized in August, which was evaluated at SAR 13.9
billion. The sustained demand for food and cafes can
be explained by the full opening of airports and hotels
for tourists from around the globe (new tourism visa
policy), the development of both religious and festive
activities, and the stimulus fiscal policy.

Saudi Food and Cafes Index (FACIX)
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UBT Economic Review (UBTER) functions as a platform for in-depth
examination of global issues, with a focus on understanding their
complexities and providing room for diverse perspectives, research
findings, and innovative ideas. It aims to gain deeper insights into the root
causes, dimensions and of these issues while also connecting this analysis
to Saudi Arabia’s Vision 2030, making global issues relevant to national
goals. Essentially, this section offers space for reflecting on global issues
and exploring emerging topics.

Reflecting on Current
Issues




SECTION 3

Saudi Arabia’s New Carbon Market:
Adopting International Environmental Treaties to Supply
the World with Emissions Credits

Generally, activities associated with rising economic
growth and development are major sources of
environmental degradation, especially when the
energy demand is mainly satisfied by combustible
fuels. Human-induced environmental damage is
exposing the well-being of every creation on the
planet and the planet itself, with conventional socio-
economic development based on energy resulting in
increased greenhouse gas (GHG) emissions. According
to the Intergovernmental Panel on Climate Change
(IPCC, 2021), “if the world takes a carbon-intensive
pathway, global warming could climb to 3.3-5.7°C (5.9-
10.3°F) higher than pre-industrial levels by the end of
the century” However, the rising economic costs of this
impasse motivate both governments and businesses
to explore potential ways to understand and identify
innovative options to mitigate these emissions.
Presently, there are three options that can be
adopted by policymakers in order to reach the goal of
reducing GHG emissions. The first option consists of
establishing a threshold limit that businesses cannot
exceed. The second option aims to include a carbon
tax when generating an amount of GHG emissions
by companies. However, businesses could invest
more in cleaner solutions instead of paying this tax.
The last option creates a carbon market allowing for
businesses to buy and sell carbon credits from each
other. In practice, there is a combination of all these
options across different countries to better improve
environmental sustainability. This can positively impact
the environment by reducing cleaner technology
costs, thus promoting renewable energy sources.
Recently, through the implementation of Article 6.4 of
the Paris Agreement, there has been a great opportunity
through collaboration across countries to accelerate
the process of decarbonization by exchanging carbon
credits via national carbon markets. This ambitious
initiative is crucial in order to combat climate change,
as carbon credits are collected by lowering GHG

emissions, shifting towards renewable energy, and
adopting smart and sustainable measures. By applying
this cooperative scheme, countries from around the
world could develop some pilot projects because of the
Sharm el-Sheikh Climate Change Conference (COP27).
These projects are known as the Internationally
Transferred Mitigation Outcomes (ITMO), thereby
consisting of trading carbon credits worldwide.
In the same context, in October 2023, Saudi Arabia
announced the launch of a new GHG crediting and
offsetting mechanism aimed at advancing global
climate goals. This new initiative will allow companies
in Saudi Arabia to receive carbon credits for emissions
reductions that can then be sold to other companies
looking to offset their emissions. It represents a major
step by Saudi Arabia, one of the world’s largest oil
producers, to take concrete action on climate change
mitigation. In the coming few years, Saudi Arabia can
actively integrate the international carbon market
under Article 6.2 of the Paris Agreement; thus being
able to buy and sell ITMOs from and to other countries.



Background on Saudi Arabia and Climate Policy

Saudi Arabia, as a major oil producing nation, has faced criticism in the past for not doing enough to address
climate change. In recent years, however, Saudi Arabia has taken several steps to integrate climate considerations
into its domestic policies:

In 2021, Saudi Arabia pledged to reach net zero emissions by 2060 through the adoption of the Circular
Carbon Economy Approach, indicating a major shift in climate policy for the Kingdom. This net zero target
covers only domestic emissions, not those from exporting fossil fuels.

Saudi Arabia has set targets to significantly increase the share of renewables in its domestic energy mix,
aiming for 50% renewable energy by 2030. Major solar and wind projects are already underway.

Saudi Arabia has considered the importance of adopting Information and Communication Technologies
(ICTs) within urban agglomerations to boost economic growth, thus improving quality of life and urban
sustainability.

In January 2021, Saudi Arabia launched the mega-city of NEOM as an ambitious project among others that
aims to develop smart and sustainable cities of the future. Presently, based on the Smart City Index (2023), the
city of Riyadh is ranked 30 out of 141 cities worldwide.

A domestic carbon trading platform was launched in 2021, with plans to transition it into a fully-fledged
emissions trading system in the coming years.

Saudi Aramco, the state-owned oil company, has pledged to reach net zero emissions from its operations by
2050.

While Saudi Arabia remains heavily dependent economically on oil and gas exports, these policies demonstrate
an increasing awareness of the need to tackle emissions and diversify Saudi Arabia’s energy mix over the long
term. The new crediting/offsetting mechanism is another step in this policy transition.

Details of the New Crediting/Offsetting Mechanism

The new GHG crediting and offsetting mechanism will be implemented by the Saudi Greenhouse Gas Management
Institute, which was launched in 2021. Key details include:

«  Companies will be able to receive carbon credits for verified emissions reductions from their facilities and
operations in Saudi Arabia. These could include reductions in energy efficiency, switching to renewable
energy, carbon capture and storage, etc.

«  Credits will be registered on the Saudi Carbon Registry, ensuring transparency, and preventing double
counting.

«  Credits can then be sold internationally to companies seeking to offset residual emissions in their operations
or value chains.

«  Credits will be certified under the CORSIA carbon offsetting scheme for the airline industry.
« Methodologies for calculating baselines and monitoring/reporting emissions reductions will align with
international standards, ensuring credits are real, verified, and additional.

«  An Emissions Trading System planned for launch in 2023 will help create demand and set prices for credits
domestically.

«  Revenue earned from international credit sales will help fund Saudi Arabia’s broader sustainability goals.

According to Saudi officials, around 38 million carbon credits are expected to be issued annually under the
mechanism. This will make Saudi Arabia a major supplier in the global voluntary carbon credit market.
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Why This Matters for Global Climate Efforts

Saudi Arabia’s launch of this crediting/offsetting mechanism is significant for a few key reasons:

« It reinforces the role carbon pricing can play - Putting a value on emissions reductions helps incentivize
decarbonization activities by companies and creates revenue streams for low carbon projects. This pricing
approach can be an efficient way to drive climate action.

« It leverages Saudi Arabia’s unique position - Given its large oil and gas reserves, Saudi Arabia has major
potential to supply carbon credits to the world by reducing its own substantial emissions. Tapping into this
could channel significant financing into emissions mitigation globally.

- it engages the private sector - The oil and gas industry is essential to include in climate efforts. Letting Saudi
companies generate credits for emissions reductions gets this key sector actively involved in taking climate
action.

« It signals evolving climate policy in the Gulf region - As a major regional power, Saudi Arabia’s new stance
on climate action through crediting and offsetting mechanisms could influence other Gulf states to adopt
similar approaches.

Challenges and Criticisms

Despite its potential benefits, Saudi Arabia’s new crediting/offsetting program has also received criticisms from
some observers:

« Delaying a transition from fossil fuels? - Some see this as an attempt to prolong fossil fuel dependence by
enabling continued high emissions elsewhere. The credits could delay a broader energy transition.

« Limited coverage - The mechanism only covers domestic emissions, not those from exported oil and gas
which make up a large majority of Saudi Arabia’s total emissions footprint.

«  Unproven track record - As a newly launched system, the effectiveness of Saudi Arabia’s crediting architecture
requires additional time to prove its viability.

«  Questions around additionality - Ensuring credits represent “additional” emissions reductions not business-
as-usual will be methodologically challenging.

Saudi Arabia’s new crediting and offsetting mechanism represents a notable development in its national climate
policy. While criticisms exist, the initiative shows an increasing willingness to take steps toward decarbonization.
Leveraging carbon markets could incentivize further emissions mitigation and open revenue streams that benefit
Saudi Arabia’s emerging sustainability objectives. As climate efforts accelerate globally, Saudi Arabia’s active
participation will be essential. This mechanism, if robustly implemented, could be a model for other fossil fuel
producers. Continued evolution of Saudi climate policy will be vital in the years ahead.
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dodoll ALl SUSuaayl

Territorial (Mtco,)

Rank Country Mtco,
China 1 1136
United states of America ~ ) 5032
India 3 2674
Russian Federation 4 [ 1712
Jaban 5 [ ] 1062
Iran 6 - 688
Germany 7 [ | 679
Saudi Arabia 8 [ ] 631
South Korea 9 - 616
Indonesia 0 1N 616
Canada 11 537
Brazil 12 1R 497
Mexico 13 1R 469
Turkey 14 1R 453
South Africa 15 1 426
Australia 16 W 387
Vetnam 17 1 353
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