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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 economic issues that impact 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.




SECTION 1

Saudi Arabia Total Real Estate Index (TREIX)

The Saudi real estate market outlook has been characterized
by volatility and fluctuations since 2016. In January of that
year, the total value of real estate stood at SAR34 billion,
but it experienced a downward trajectory throughout the
year, eventually declining to SAR20.37 billion. However,
despite this decline, the weighted six-month average index
(TREIX) saw an increase, reaching 105.3 points by the end
of the year. The following year, 2017, monthly real estate
values started at lower levels compared to 2016 but reversed
direction later on, reaching SAR38 billion, accompanied

by climbing of TREIX to 144.15 points by year-end. The
subsequent years of 2018 and 2019 continued the volatile
pattern, and just before the value-added tax was increased
to 15% in July, the total value rose to SAR31.8 billion in
June. From there, the values began to decrease in 2021
until June 2022, when the total real estate value reached
SAR25.68 billion, with the TREIX recording 112 points.
This pattern continued throughout the remaining of 2022
and into 2023, with total value reaching SAR16.6 billion
and the TREIX recording 107 points as of August 2023.
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Saudi Residential Real Estate Index (RRIX)

Thetotal real estateincludesbothresidentialand commercial
properties. It encompasses a wide range of properties
including homes, apartment complexes, office buildings,
retail spaces, and more. The market’s performance was
influenced by a range of factors such as Ministry of housing
initiatives, the COVID-19 pandemic, and monetary
policy changes. The real estate residential market in Saudi
Arabia has witnessed both highs and lows during the
period from 2016 to 2023. The fluctuations in residential
transaction values and the six-month weighted average
index (RRIX) reflect the challenges and opportunities
that the sector has experienced. The real estate residential
market plays a crucial role in the Saudi Arabian economy,
witnessing significant growth and transformation over the
past few years. The monthly residential transaction value
showed a considerable range, with the lowest recorded
value at SAR3.8 billion and the highest at SAR23 billion.
The RRIX, with the base year set as June 2016, experienced
fluctuations during the period. It reached its peak in
December 2017 at 134.3 points, mainly influenced
by the Ministry of Housing’s initiatives to increase
homeownership. However, by September 2018, the RRIX
declined sharply to 82.1 points, reflecting the adverse

effects of the introduction of the 5% value added tax
since the beginning of the year. In 2019, the RRIX began
to gradually rise, reaching 104 points in February 2020.
The pandemic and subsequent lockdown had initially
caused a significant decline in the residential real estate
market to reach SAR3.8 billion, with the RRIX falling to
79.8 points in April. However, in June 2020, just before the
implementation of the new 15% value added tax, the market
experienced a resurgence with transaction values reaching
SAR21.55 billion and the index rising to 150 points.
Following the economic recovery, which began in early
2021, the RRIX gradually increased, reaching its temporary
peak at 113 points in June 2022. The market exhibited signs
of improvement as the transaction value rose to SR16.8
billion during that period. However, the tightening of
monetary policy and, accordingly, the rapid rise of interest
rates, with the Saudi Interbank Offered Rate (SIBOR)
reaching its peak at 5.5% since March 2023, contributed
to a decline in the RRIX. The market witnessed a decrease
to SAR4.5 billion in April, with the RRIX recording
87.8 points, before rising to 112 points in May, and
then decelerating to register 101 points in August 2023.

Saudi Real Estate Residential Index

25

20

15

10

v

E Real Estate Residential Value (SAR Billions)

0

Billions

Jun-16
Nov-16
Apr-17
Sep-17
Feb-18
Jul-1
Dec-18
May-19
Oct-19

120

40
| 20
0

=== Real Estate Residential Weighed Average Index

Jan-21
Jun-21
Nov-21
Apr-22
Sep-22
Feb-23

Jul-23

Mar-20 =——




SECTION 1

Saudi Commercial Real Estate Index (RCIX)

From 2016 to 2023, the commercial real estate market in
Saudi Arabia displayed a fluctuation pattern in monthly
transaction values and its corresponding six-month
weighted average index RCIX. In January 2016, the
monthly transaction value in the commercial real estate
market was recorded at SAR 18.6 billion. Over the next
6 months, there was a gradual decline in transaction
values, reaching as low as SAR 2.59 billion in July 2016.
However, the market experienced a significant rebound
in January 2017, with transaction values soaring to SAR
22.49 billion. The introduction of value-added tax in the
beginning of 2018 had a noticeable impact on the market.
The six-month weighted average index (RCIX) serves as
a measure of the overall performance of the commercial
real estate market. The RCIX displayed a similar pattern
to the transaction values, starting from a base of 100
2016, and fluctuating to hit a low of
92.4 points in November. However, it rebounded to
166 points in January 2017 before sharply declining to
88.75 points in February 2017. From that point onward,
the RCIX exhibited a declining trend in 2017, only to
rise again in December to 166.2 points, just prior to the
implementation of the 5% value-added tax in January 2018.
The implementation of the 5% value-added tax in Saudi
Arabia starting in January 2018 had a significant impact on
the commercial real estate market. This impact is evident in

points in June

the declining trend of both transaction values and the six-
month weighted average index RCIX throughout 2018. In
March, the index reached 80.6 points, with a commercial
value of SAR 1.7 billion. Furthermore, transaction values
in the commercial real estate market remained low in both
2019 and 2020, apart from a notable peak in June 2020.
This peak occurred shortly before the announcement of the
implementation of the 15% value-added tax, which wassetto
take effect in July. In June 2020, transaction values reached a
total of SAR 10.2 billion, and RCIX jumped to 219.8 points.
Furthermore, the market experienced moderation with a
rising trend in transaction values, thanks to low interest
rates and the reversal of the real estate value added back
to 5%. This led to an increase in commercial real estate
value to SAR 7.9 billion, with the RCIX climbing to 132.7
points in November 2020. The values of commercial
real estate fluctuated throughout 2021 and 2022 until
September 2022, when the index reached 113.3 points.
However, as interest rates started to rise, RCIX began
trending downward. In February 2023, the RCIX recorded
a low 84.7 points, suggesting a potential downward
trajectory for the index. Despite this, the market has
shown resilience and occasional periods of recovery.
In June, the transaction value rose to SAR 8.7 billion,
with the RCIX recording 114.8 points in August 2023.
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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 monthly point of sales (POS) data in Saudi Arabia
provides valuable insights into the country’s consumption
patterns and overall economic health. This analysis aims
to track the trends, fluctuations, and recovery of the POS,
starting from January 2021, when this data was launched
by Saudi Arabia Central Bank (SAMA), to August 2023.
By examining the total value of sales and the six-month
weighted average index (SALEINDEX), we can gain a
comprehensive understanding of Saudi Arabia’s economic
trajectory during this period. The COVID-19 pandemic
had a significant influence on consumption patterns
in 2020, resulting in reduced economic activity and a
decline in POS values. The subsequent recovery witnessed
in 2021 and beyond can be attributed to various factors,
including successful vaccination campaigns, easing of
restrictions, and the reopening of businesses. In addition,
the Saudi Arabian government implemented various
stimulus measures to mitigate the impact of the pandemic
and support businesses and consumers. These initiatives,
including financial assistance programs and tax relief,
aided in sustaining consumption levels, and reviving the
economy. In January 2021, the total value of monthly POS
in Saudi Arabia stood at SAR33.5 billion. Over the next

few months, there was a consistent increase, with POS
reaching SAR47.1 billion in March 2021. By December
2021, the POS value peaked at SAR51.6 billion, indicating
a significant surge in consumption. This upward trend can
be attributed to the gradual recovery of the Saudi Arabian
economy and the resumption of business activities after
the impact of the COVID-19 pandemic. Considering June
2021 as the base period at 100 points of the SALEINDEX,
by December 2021, this index had risen to 109 points,
reflecting the sustained growth in consumption during the
period. The steady recovery of the economy and increased
consumer confidence contributed to this positive trajectory.
The POS value continued to rise in 2022, reaching SAR58.6
billion by December, while SALEINDEX also presented
an upward trend, hitting 107 points during the same
period. These figures indicated the continued recovery and
resilience of Saudi Arabia’s economy, as pent-up demand
coupled with ongoing economic reforms stimulated
consumption. However, in the beginning of 2023, there was
a deceleration in both the POS value and the SALEINDEX.
This may suggest a temporary slowdown or external factors
impacting consumer spending.

Saudi Points of Sales Index
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Nonetheless, the POS value rebounded in March 2023,
reaching SAR63.5 billion, with SALEINDEX climbing to
109.7 points. This surge demonstrates the Saudi economy’s
ability to rebound from this brief setback and adapt to
changing circumstances. The subsequent months saw
fluctuations in the POS value, but it remained relatively
high compared to previous years. In August 2023, the
value stood at SAR48.0 billion, while the SALEINDEX
moderated to 98.5 points. Despite this moderation, the
figures still indicate sustained economic growth, albeit at a
slightly slower pace compared to the previous month. The
monthly point of sales (POS) data for the food and cafes
category plays a crucial role, representing a significant
share of approximately 30% of total consumption. Starting
in January 2021, the POS value for food and cafes in
Saudi Arabia was SAR9.7 billion. This figure steadily
increased throughout the year, reaching SAR14.7 billion
in December 2021. The rising trend can be attributed to
the pent-up demand caused by the pandemic in 2020,
as well as the country’s ongoing economic recovery. The
six-month weighted average index (FOODCAFEINDEX)
climbed to 108.2 points, indicating an upward trend in
the consumption of food and cafes category. In December
2022, the POS value for food and cafes surged further to
SAR17.2 billion, demonstrating a continuous recovery.
The corresponding weighted average index reached 107.6
points, indicating sustained growth in the sector. However,

in the first few months of 2023, the POS values of the foods
and cafes, and the FOODCAFEINDEX saw a deceleration,
which was due to seasonal fluctuations and temporary
market dynamics. For instance, in June 2023, the POS
value of foods and cafes rose significantly to SAR18.6
billion, with FOODCAFEINDEX climbing to 107.4
points, attributed to increased consumer spending during
the summer months. Nevertheless, the consumption levels
experienced a decline in subsequent months. In August
2023, the POS value for food and cafes stood at SAR13.9
billion, with FOODCAFEINDEX moderating to 97.6
points.

In conclusion, the analysis of Saudi Arabias monthly
POS values from January 2021 to August 2023 provide
valuable insights into the country’s consumption trends
and economic recovery. Despite the initial impact of
the pandemic, the POS values consistently increased,
indicating a sustained revival of consumer spending. The
SALEINDEX also demonstrated an upward trajectory,
reaching its peak in March 2023. The continued
implementation of Vision 2030 initiatives, which aims
to diversify the economy away from oil dependency,
is likely to contribute to sustained consumption in the
coming years. This ambitious plan will continue to play a
crucial role in boosting consumer confidence, attracting
investments, and driving economic growth.

Saudi Food and Cafes Sales 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 Arabias 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

BRICS's invitation to Saudi Arabia

BRICS represents a significant force in the global economy,
bringing together five diverse but powerful emerging
economies (Brazil, Russia, India, China, and South Africa)
with a shared goal of enhancing economic cooperation,
development, and influence on the world stage. While
they face challenges, their collective potential remains
substantial, making them a focal point in discussions
about their invitation to Saudi Arabia to join as a member.
Joining BRICS could potentially ofter Saudi Arabia
a host of economic opportunities through increased
collaboration with some of the world’s largest emerging
economies. This association has the potential to create
new avenues for Saudi exports and investments, tapping
into markets that were previously less accessible. The
BRICS nations, when considered collectively, represent a
substantial portion of the global population, comprising
over 42%. Their combined economic might is significant,
contributing nearly a quarter of the world’s total GDP and
participating in 18% of global trade. By looking at table 1
Moreover, it’s noteworthy that two BRICS members, China
and India, hold a prominent position in Saudi Arabias
international trade landscape. According to World Bank
data, these two nations alone account for around 40%

of Saudi Arabia’s total trade volume, emphasizing their
importance as trade partners for the Kingdom. China’s
exports to Saudi Arabia in June 2023 displayed remarkable
growth, driven primarily by several key product categories.
Among these, the export of Cars saw a substantial surge,
with a staggering increase of $113 million, marking a
remarkable 127% rise compared to the previous year.
Additionally, the category of Commodities not elsewhere
specified witnessed a substantial uptick, with exports
rising by $60.5 million or an impressive 130%. Conversely,
China’s imports from Saudi Arabia during the same
period also experienced significant growth, reflecting the
intricate nature of their trade relationship. The increase in
imports was chiefly driven by oil. Oil imports surged by
a substantial $1.9 billion, marking a robust growth rate
of 68.6%. These statistics underscore the ever-evolving
dynamics of China’s trade with Saudi Arabia, where a
diverse range of products contributes to the bilateral
exchange. The surge in both exports and imports during
June 2023 demonstrates the resilience and adaptability of
these two nations in the global economic arena, as they
continue to find new avenues for collaboration and growth.

Saudi Arabia top trading partners
2021 Data
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Oneof BRICS remarkableachievementsisthe establishment
of the New Development Bank, often referred to as the
BRICS bank. This multilateral development institution
boasts a substantial subscribed capital of $50 billion,
primarily aimed at funding critical infrastructure projects
and initiatives related to climate change in developing
countries. Notably, the ownership of this bank extends
beyond the BRICS bloc, encompassing shareholders such
as Bangladesh, Egypt, and the United Arab Emirates. Since
its inception in 2015, the BRICS bank has successfully
approved loans amounting to over $30 billion, signifying
its growing influence in the global development finance
landscape. To put this into perspective, this $30 billion is
roughly equivalent to 30% of the total loans committed
by the World Bank in just one year, specifically in 2022.
However, it’s important to note that despite the rise of
initiatives like the BRICS bank and increased collaboration
among emerging economies, the US dollar continues to
dominate the global trade and financial landscape. It retains
asubstantial 88% share of turnover in international currency
exchange marketsandisheld asareserve currency by central
banks, accounting for approximately 60% of global foreign

exchange reserves. This underscores the enduring influence
and role of the US dollar in international finance and trade,
even in the face of emerging economic blocs like BRICS.
Developing an alternative currency to the US dollar would
require a concerted effort among BRICS nations and other
like-minded countries. It would involve building trust in
the currency’s stability, ensuring its convertibility, and
expanding its usage in international trade. Additionally,
BRICS countries would need to consider the geopolitical
implications and potential challenges in challenging the
dominance of the US dollar in the global financial system.
It is worth mentioning that The Chinese government has
taken steps to internationalize the yuan, such as establishing
the Cross-Border Interbank Payment System (CIPS). CIPS
allows for cross-border transactions in yuan and has the
potential to operate independently from SWIFT. Russia, too,
has been exploring alternatives to the US dollar hegemony,
as seen in its development of the System for Transfer of
Financial Messages (SPFS). While SPFS has primarily
been used domestically, Russia is working on connecting
it with CIPS to facilitate international transactions.

Allocation of Official Foreign Exchange Reserves
First Quarter of 2023

u.s. dollar | 5o 0
curo. | :o 5

Japanese yen - 5.5%
British pound sterling - 4.9%

Chinese renminbi . 2.6%
Canadian dollar . 2.4%
Australian dollar l 2.0%
Other currencies . 3.9%

Source: International Monetary Fund’s Currency Composition of Official Foreign Exchange Reserves (COFER) database.




SECTION 3

BRICS's invitation to Saudi Arabia

In the era of digital currencies, BRICS countries could explore the development of a digital currency for international
trade. This currency could be blockchain-based and offer advantages like transparency and efficiency. BRICS nations
would need to work together to create a digital currency platform, establish regulations, and gain acceptance globally.
While it’s theoretically possible, there are significant challenges and considerations to address. Here’s an overview of the
options for a currency and the challenges associated with each:

Fixed Currency (Pegged to a Single Currency or Commodity):

BRICS could create a fixed or pegged currency, where the value of their collective currency is tied to a specific currency
(e.g., the US dollar) or a commodity (e.g., gold). This approach offers stability and predictability in exchange rates, making
it easier for international trade and investment. However, it also requires a high level of coordination among BRICS
countries to maintain the peg, especially in the face of economic shocks or changing market conditions. Disagreements
among member countries on the appropriate peg value could also arise.

Flexible Currency (Floating Exchange Rate):

BRICS could opt for a flexible currency with a floating exchange rate, where the value of their collective currency fluctuates
based on market supply and demand. This approach provides more autonomy and flexibility, allowing for adjustments to
economic conditions. However, it can introduce volatility and uncertainty in exchange rates, potentially affecting trade and
investment. Member countries would need to agree on exchange rate policies and mechanisms for currency management.

Combination of Member Currencies:

BRICS could create a currency basket that includes a combination of their own national currencies. This approach would
require a weighted average of member currencies to determine the value of the collective currency. A currency basket
provides diversification and stability, reducing the reliance on a single currency. However, it requires continuous monitoring
and adjustment of the basket’s composition to reflect changing economic conditions among member countries.

Challenges and Considerations:

Economic Divergence: BRICS member countries have varying levels of economic development, inflation rates, and fiscal
policies. Coordinating a currency among such diverse economies can be challenging, as different economic conditions
may necessitate different monetary policies.

Sovereignty:
Creating a joint currency would require member countries to surrender some degree of monetary sovereignty. This could
lead to concerns about the ability to implement independent monetary policies to address domestic economic issues.




Exchange Rate Stability:
Maintaining stable exchange rates, whether through fixed or flexible arrangements, is crucial for international trade and
investment. Currency fluctuations can impact the competitiveness of BRICS exports.

Reserves and Convertibility:
BRICS would need to build substantial foreign exchange reserves to ensure the convertibility and stability of their
collective currency. This requires careful management of reserves and robust financial institutions.

Global Acceptance: Gaining global acceptance for a new BRICS currency would be a considerable challenge. It would
need to be widely recognized and trusted by international businesses, governments, and financial institutions.

In practice, developing a unified currency for BRICS countries is a complex and long-term project that would require a
high degree of political will, economic convergence, and international cooperation. Given the challenges involved, it may
be more practical for BRICS to continue exploring alternatives such as promoting the use of their national currencies
in international trade, strengthening regional financial institutions, and increasing their influence in global financial
governance to reduce reliance on the US dollar.

Distribution of Foreign Exchanges Reserves Among Countries

Value of non-gold reserves by territory, 2022

chino. | 5 2T
sopn | 52T
Switzerland || ss63t
Taiwan | 555498
India | $52148
Saudi Arabia
Russia | 544588
Hong Kong | $423-98
South Korea | 541738
Brazil | $317.18
Singapore [l $287.78
United States || $232.78
Thailand [l $202.38
Israel - $194.2B

United Kingdom - $158.3B
Mexico [ $153.38
Poland [ $153.38
Czech Republic [JJj $139.38
United Arab Emirates [JJj $134.18
Indonesia [JJ] $132.68

Sources: World Bank; Central Bank of the Republic of China (Taiwan).

Sources: world bank, IME, council for foreign relations, The Observatory
of Economic Complexity (OEC)
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Disclaimer:

The information and opinions in this research report were prepared by the editorial board of UBT Economic Review and
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Source: International Monetary Fund’s Currency Composition of Official Foreign Exchange Reserves (COFER) database.
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Distribution of Foreign Exchanges Reserves Among Countries
Value of non-gold reserves by territory, 2022
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Switzerland || $s638
Taiwan | 555498
India | $52148
Saudi Arabia
Russia ([ 544588
Hong Kong | $423-98
South Korea | 541738
Brazil | $317.18
Singapore - $287.7B
United States [[Jl] $232.78
Thailand [JJi] $202.38
Israel [ $194.28

United Kingdom [JJJJij $158.38
Mexico - $153.3B
Poland [Jj $153.38
Czech Republic - $139.3B
United Arab Emirates . $134.1B
Indonesia [JJ] $132.68
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