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The Saudi Housing Finance Market 2021 
report will explain to an international audience 
the development of the Saudi housing market 
and how it provides current and future 
international investment opportunities.

This unique report will provide market 
participants the world over with a single 
document to enable them quickly and 
simply to understand the context, history 
and opportunity presented by the Kingdom’s 
housing market in 2020 and beyond.
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With a young and growing population and a decline in household 
size as wealth increases, Saudi Arabia needs new houses. Lots of 
them. So, it’s using a small combination of subsidised mortgages, 
development incentives and secondary capital markets to build a 
sustainable and integrated financial and regulatory ecosystem as a 
foundation for the next decade of growth. 

And this is working. In Q1 2018 Saudi issued just 9500 new mortgage 
contracts worth only $1.8bn. In Q3 2020 it issued 75,000 mortgages 
worth some $9,5bn. On this basis alone it is clear that the Saudi 
government will hit its self-imposed target of 60% home ownership by 
end 2020. That’s good news and all those who have worked on this 
initiative deserve credit.

But that’s just the start. The government is targeting 70% home 
ownership by the end of the decade, if not before. And that 70% of a 
population that is forecast to grow by between seven and ten million 
people during the next ten years.

On these bases, we forecast that the value of the Saudi mortgage market 
will more than double in the next ten years to a value of more than 
$250bn. And we think our estimates are, if anything, on the conservative 
side. If the growth of the past 18 months continues, then this market 
could be worth more than $400bn and still have mortgage penetration 
per capita less than Poland (which has a per capita GDP 20% lower than 
Saudi Arabia).

This market provides an interesting opportunity set to international 
capital. The Saudi Real Estate Refinancing Company (SRC) is the Saudi 
equivalent to Cagamas and Fannie Mae. It has already issued in the 
domestic market and has ambitious plans for international Saudi MBS 
issues in 2021 and beyond. The demand-driven nature of the market, 
implicit government guarantee (S&P affirmed its rating of Saudi Arabia at 
A-/A-2 Stable in September 2020), and yield pick-up over similar credits 
should make the paper attractive. 

Additionally, under the Qualified Foreign Investor (QFI) programme, 
more than 1500 international institutional investors can access the Saudi 
equity market directly. Leading Saudi residential developers such as 
Dar Al-Arkan are both listed on the main board of Tadawul and active 
in the sukuk markets. Large retail banks such as NCB/SAMBA, Al-Rajhi 
Bank, Riyad Bank and Bank Al-Jazira are all poised to capture significant 
shares of this profitable market with meaningful impact on their 
bottom line.

However, despite the turbo-charged growth of the last 18 months, 
the market is still nascent and can be confusing to those new to the 
Kingdom and the region. Much data is contained in Arabic-language 
research reports and single source official data can be hard to find. 
Currently there exists no single guide to the market, its players and its 
potential. And that’s the purpose of this report – our first on the Saudi 
housing finance market. 

01 Introduction
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Our goal is simple, but not easy; we intend, in one short piece, to tell the 
story of the market. We want our readers quickly to understand what is 
driving the development of the sector, who the major players are and 
what they do, what the potential future paths of the market could be and 
how they might access it. 

To do this we have researched data from a wide variety of sources. 
We have worked with government agencies such as the Real Estate 
Development Fund, the Ministry of Housing, SAMA, the Capital Market 
Authority and more. We have considered research from and spoken at 
length to private sector advisers, intermediaries and investors (you can 
see some of those conversations on our LiveStream webpage 
(https://www.euromoney.com/livestream). We have also conducted a 
survey of market participants through our colleagues at Euromoney 
Insight. Based on our research and the insight of many professionals 
in the market we have created our own forecast for the market using a 
bespoke model, the structure of which is explained in the text. We thank 
all of those who have been so helpful in their comments and generous 
with their time.

We have attempted to bring together all the disparate data and 
standardise them. For example, all figures have been rebased to USD at 
the pegged rate of 1 SAR = 0.27 USD. We have cross referred data from 
multiple sources in order to establish consensus on some of the more 
variable numbers. We have indicated, wherever we can, the source of 
our data and information. This said, any and all errors and omissions are 
those of the author.

We intend that this report will be published annually as the market 
develops and expands. We know from our research that there is much to 
come in 2021 and that the next 24 months will be the pivot which moves 
the market into real institutional territory. Therefore, we also know that, 
inevitably, this guide will need updating to remain relevant and useful. 
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Geography 
With an area of around 2.150 million square kilometres, Saudi Arabia is 
the 12th largest country in the world, the fifth largest country in Asia and 
by far the largest country in the Arabian Gulf/Middle East region1. It has 
a greater land mass than Mexico, Indonesia and Sudan and is only just 
smaller than Algeria and Kazakhstan. It is 104 times the size of Wales, a 
standard international benchmark. Unlike Wales, much (but by no means 
all) of the Kingdom is relatively unhospitable desert.

Economy
Saudi Arabia’s 2020 GDP is estimated to hit round US$ 680bn – making 
it the world’s 19th largest economy2 just ahead of Turkey and just 
behind Switzerland. On a nominal per capita basis, the Kingdom ranks 
39th in the world3, with a GDP per head of $19,500 around the same 
as Slovakia, Greece and Lithuania – firmly in the upper middle-income 
group of nations. Saudi’s global ranking is recognised as it is the only 
Arab country in the G20 and in 2020 King Salman bin Abdelaziz, the King 
of Saudi Arabia, was Chairman of the group. 

Culture
Saudi Arabia is the birthplace of Islam and contains the two Muslim 
holy cities of Mecca and Medina. Whilst majority Sunni Muslims, about 
10-15% of the population are Shia Muslims, mostly living in the eastern 
part of the country (the Arabian Gulf littoral). In recent years the Kingdom 
has experienced unprecedented social reforms but still remains a 
relatively conservative society with strong emphasis on families as the 
central social unit. This supports demand for housing

02 Saudi Arabia 
market overview

1 World Bank 
2 IMF
3  IMF
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Urbanisation
Whilst only 21% of Saudis lived in urban areas in 1950, the population 
today is overwhelmingly urban, with 84% of the population in towns or 
cities. 75% live in the top 20 cities, 48% in the top five (Riyadh, Jeddah, 
Mecca, Medina and Dammam/Khobar) and 20% in Riyadh (the capital 
city) itself. 

A recent Remote Sensing Journal satellite data study6 estimated that 
90% of the population will be urban by 2050 – with an increasing 
concentration in the largest and densest big cities. Given the projected 
growth rate of the total population this means that the largest cities could 
expand by a nearly ten million people in the next 30 years. And if huge 
new urban developments such as the NEOM7 city on the border with 
Jordan and Egypt gain critical mass, this number could conceivably be 
even higher.

We caution readers, however, that there are considerable variances in 
the urban population numbers published by different official sources 
and that some of the more optimistic official pronouncements may not 
be realised within the time frames claimed. That said, however, it is clear 
that Saudi Arabia’s urban growth story is a strong one.

Population
The Kingdom was sparsely inhabited in 1950, having a population 
estimated at around 3m people. Since 1970 the population has grown 
rapidly and in 2019 the Kingdom recorded a population of 34.27 million4 
making it the 41st largest country in the world, with around the same 
number of people as Poland or Morocco and ten times the population of 
Wales. In 2050 the population will peak at around 45 million.

Saudi Arabia Population (million)5

 
Source: UN World Population estimates 2019
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Largest cities in Saudi Arabia, 2020 and 2030
 
Source: GASTAT, UN Saudi Future Saudi Cities, NEOM, official statements, Euromoney research.

Name Region Population 2020e Population 2030f

Riyadh Central 7.00m 9.5m

Jeddah Western 3.50m 4.5m

Medina Western 2.40m 3.5m

Mecca Western 1.63m 2.5m

Dammam/Khobar/Dhahran Eastern 1.35m 2.5m

Hofuf Western 0.70m 1.5m

NEOM North Western N/A 1.0m

Taif Western 0.70m 1.0m

Buraydah North Central 0.60m 1.0m

Qatif Eastern 0.60m 1.0m

Tabuk Northern 0.50m 1.0m

Khamis Mushait Southern 0.50m 1.0m

4 World Bank 
5 United Nations World 

Population estimates 
2019

6 Remote Sens. 2019, 
11, 2266; doi:10.3390/
rs11192266

7 www.neom.com The 
NEOM project is forecast 
to have a population of 
one million by 2030.
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Historically, Saudi Arabia has had large household sizes (around 6.8 
people per household in 2000) but, as fertility rates have declined (from 
4.9 children/household in 2000 to 2.7 in 2016), the household size fell to 
5.9 in 2016 – and the trendline forecasts a continuing fall9. 
A fall in household size concurrent with a rise in total population means 
the absolute number of households will grow faster than the headline 
population growth rate. And households, by definition, need houses and 
GASTAT estimates that the number of Saudi households will rise from 
3.5m in 2017 to 5m in 2030. 

Existing stock 
As noted above, the GSTAT 2017 Saudi national housing survey 
recorded a Kingdom-wide stock of just over 3.5m units. Of these 52% 
were apartments, 30% villas and 18% town or ‘traditional’ houses. 
Adjusting for growth in the past three years we estimate that, in the 
three core metropolitan areas (Riyadh, Jeddah, Dammam) that there are 
currently around 2.5million housing units of all kinds. 

Forecast demand
Adjusting raw housing demand growth numbers to account for migrant 
workers, we estimate that between 1.2 and 1.4 million new Saudi house 
buyers could hit the market during the ten years to 2030, mainly in the 
five core urban areas. This creates a very strong demographic and 
geographic foundation to demand for new housing and, by extension, 
housing finance. 

There is also considerable demand for houses from those already renting 
in the market. Knight Frank estimate that 56% of Saudis currently renting 
intend to purchase a house within the next five years10. Saudi 2010 
census data indicates that there were around 4.6m households in the 
Kingdom with around 35% being rented, 60% owner-occupied and 5% 
company/government housing. 

Whilst aspirational demand focuses on the villa segment, most of the 
realistic new demand will be in the more affordable apartment and 
townhouse markets. Knight Frank estimate that ‘affordable’ units with an 
area of around 200sqm and a price less than 1m SAR (US$275,000) will 
account for some 65% of the market demand to 2025.

Household size and number
Saudi Arabia’s population is also young, with 67% of Saudis being under 
the age of 358. The imbalance in gender, with there being many more 
males than females in the 25-45-year cohorts, comes from the presence 
of a large number (c10m) of migrant workers, more of whom are men 
than women. 

Population Pyramid Saudi Arabia
 
Source: UN World Population estimates 2019
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8 General Authority for 
Statistics, the official 
Saudi government 
statistical agency

9 https://journals.
sagepub.com/doi/
full/10.1177/21582 
44020914556

10 Knight Frank Saudi 
Arabia National Housing 
Survey 2020.
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Revenue opportunity
Mortgages usually attract a combination of upfront arrangement fees 
and ongoing interest charges but there are many other revenue 
generating opportunities such as tied insurance, valuation, associated 
consumer credit, savings and securitisation which combine to make 
mortgages a very attractive revenue opportunity for Saudi 
financial institutions. 

Whilst we go into considerable detail on the mortgage market growth 
path later in this report, a quick overview is relevant here. If the gross 
value of the Saudi housing market from 2020-2030 is around $280bn 
that gives a potential mortgage market value of around $100bn (as not 
all houses are bought with mortgages and almost no mortgages are 
100% of house value) and revenue pool of around $20bn (assuming 
a conservative annual revenue of around 200bps on mortgages with 
demand spread evenly over the ten years). In 2019, the top ten Saudi 
banks had a combined revenue of around $20bn – meaning mortgage 
loan growth alone could add 9-10% revenue growth annually to the 
Saudi financial institution revenue pool.

Economic multiplier effect
Housebuilding, by its very nature has a significant economic multiplier 
effect – although estimates as to the precise number vary from less than 
2x to more than 5x. The UK’s Home Builders Federation (admittedly a 
trade body and therefore inclined to estimate the multiplier favourably) 
claim that every house built creates three jobs, provides $200,000 of 
economic output and $20,000 of new taxes paid. If we cut the UK 
number by two thirds to reflect differing economic conditions, costs and 
culture in the Kingdom then the multiplier effect of building 1.4 million 
new homes could be more than a million new jobs, $90bn of economic 
activity and $9bn of new taxes. It’s not hard to see why the government 
has prioritised the housing sector as a major developmental goal of 
Vision 2030 – the economic impact alone makes it a no-brainer.

Market value 
Using base household data from the 2010 Saudi census forecasted 
forward to account for population growth since the census was taken, 
and data on purchase intentions from the Knight Frank survey, we can 
make the following broad forecast for the potential value of the Saudi 
housing market to 2030.

House Price Band % Households 
Intending to 

buy

Number of 
Households

Implied Market 
Value $

Less than $135,000 24% 320,000 43.2bn
$135,000 to $200,000 20% 270,000 45.2bn
$200,000 to $275,000 21% 280,000 66.5bn
$275,000 to $550,000 15% 200,000 82.5bn
More than $550,000 6% 80,000 44.0bn
Don’t know 15% 200,000 N/A
Total 1,150,000 $281bn

House purchase intentions in KSA 2020
 

Source: Knight Frank

Name Region Population 2020e Population 2030f

Riyadh Central 7.00m 9.5m

Jeddah Western 3.50m 4.5m

Medina Western 2.40m 3.5m

Mecca Western 1.63m 2.5m

Dammam/Khobar/Dhahran Eastern 1.35m 2.5m

Hofuf Western 0.70m 1.5m

NEOM North Western N/A 1.0m

Taif Western 0.70m 1.0m

Buraydah North Central 0.60m 1.0m

Qatif Eastern 0.60m 1.0m

Tabuk Northern 0.50m 1.0m

Khamis Mushait Southern 0.50m 1.0m

11 HBF – The Economic 
Footprint of House 
Building in England and 
Wales, https://www.hbf.
co.uk/documents/7876/
The_Economic_
Footprint_of_UK_House_
Building_July_2018LR.
pdf

In 2019, the top ten Saudi banks had a 
combined revenue of around $20bn – meaning 
mortgage loan growth alone could add 9-10% 
revenue growth annually to the Saudi financial 
institution revenue pool.
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The Saudi housing and housing finance market before 2015
The Saudi housing market prior to 2010 was fragmented, local, partially 
regulated and driven mostly by private sector developers and small-
scale self-build projects. Since the start of the Kingdom’s modern 
growth, there had been little meaningful national housing policy, 
regulation or strategy and minimal high-level acceptance that any was 
needed. Much of the responsibility for housing strategy was devolved to 
governates and municipalities who performed variably. Regulation was 
frequently opaque, often confusing, and sometimes even contradictory. 
The government acted variously as developer, mortgage provider, 
owner, landlord and regulator. Private sector developers often preferred 
to focus on simpler more credit-worthy products such as luxury villas, 
expatriate compounds and commercial/industrial development. There 
was, however, no major crisis in the housing sector as the population 
remained relatively small and families relatively large. 

From 2000 the realisation gradually began to dawn among the more 
forward-looking policy-makers that the demographic destiny of the 
Kingdom meant that it would inevitably require many many more homes 
if it was to avoid a social crisis and take advantage of the economic 
and financial benefits of a vibrant home ownership market. Accordingly, 
the issue of housing gradually rose in policy importance throughout 
the first decade of this century – resulting in the creation of the General 
Housing Authority (GHA) in 2007 under the Kingdom’s Eighth National 
Development Plan. The GHA had a wide brief to increase the supply of 
affordable housing, improve efficiency of land use and develop the first 
comprehensive housing strategy, policy and regulatory framework for 
the Kingdom.

In March 2011 the General Housing Authority was upgraded to become 
the Ministry of Housing under the then leadership of Shuwaish Al-
Duwaihi. At the same time the then King, Abdullah bin Abdulaziz, ordered 
the creation of a $67bn project to build 500,000 housing units. As with 
many decrees of that time and before, it was not entirely clear how this 
laudable goal was to be realised in practice.

Some progress was made in this period, however. The Saudi Mortgage 
Finance Law was passed in late 2012 and in Q1 2014 SAMA, the 
regulator of the Saudi banking sector, released the implementation 
framework for the law to some market excitement. Despite this, however, 
the uptake of mortgages remained small. Part of the problem was the 
analogue and antiquated system of property title records administered 
in person by notaries who themselves had significant concerns about 
the shariah compliance of the then extant Ifragh mortgage structure. 
These concerns, the expense and the lack of precedent or clarity 
in the enforcement of a lender’s security on a property made banks 
understandably reluctant to lend and borrowers similarly reluctant to 
borrow.

Policymakers and civil servants alike began to realise that the 
development of a deep, active and vibrant housing market was a very 
complex challenge requiring multi-agency coordination, comprehensive 
legislative review and consistent high-level political commitment.

Leadership change
On 23 January 2015 on the death of his half-brother King Abdullah, 
Salman bin Abdulaziz Al-Saud became King of Saudi Arabia. His son, 
Prince Mohammad bin Salman, became Deputy Crown Prince, Minister 
of Defence and Chair of the Council of Economic and Development 
Affairs. Coincidentally, the oil price had begun to fall dramatically in the 
second half of 2014, and the Kingdom was suffering economically. It 
was clear from the start that the new leadership was deeply aware of the 
pressing need for Saudi Arabia to reform.

The first signs of the new reform agenda came soon after when, in July 
2015, Majid Al-Hogail a highly regarded private-sector residential real 
estate professional was appointed as the new Minister of Housing. 

03 Government 
Housing Policy & 
Strategy
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sometimes even 
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The scope of the HVRP covers the:
• Management of population density and urban planning 

and development
• Provision of land for housing development
• Encouraging rapid construction of housing units by leveraging 

technology and innovation
• Enabling poorer societal groups to access free or near-free housing 

as a usufruct right
• Enabling public sector employees to access institutional housing 

programmes
• Enabling greater financing options through entities such as the 

Real Estate Development Fund and the Saudi Real Estate 
Refinance Company

• Regulating real estate development, part of the real estate market 
and landlord/tenant relationships

• Accelerating planning and development processes and permissions.

And, in what is highly indicative of the fundamental shift in the role of 
the Ministry from a provider/operator to a regulator/promoter, is the final 
clause on the first page of the programme which says:

The program does not directly construct or fund housing units and 
complexes. These are generally private sector activity14. 

In a surprising departure from the traditional vagueness of government 
policy documents the world over, the HVRP set out fourteen rigidly 
enumerated targets for what it intended to achieve and by when. 
Particularly relevant to the subject of this report are the following three:

• Increase Saudi home ownership rate from 50% in 2016 to 60% 
in 2020

• Increase housing affordability by reducing average residential unit 
prices from ten times annual income in 2015 to five times in 2020 

• Increase total outstanding mortgages from SAR 290bn ($77bn) in 
2017 to SAR502bn ($133bn) in 2020. 

The HVRP segments the Saudi consumer into five categories and 
matches a suite of products, initiatives and services on both the 
demand and supply sides to each of the segments in order to increase 
all of their access to finance.

Vision 2030
On 25 April 2016 then Deputy Crown Prince Mohammad bin Salman 
announced that the Council of Ministers (the Saudi Cabinet, chaired 
by King Salman bin Abdulaziz) had tasked the CEDA to identify and 
implement a strategic plan to reduce the Kingdom’s dependence on 
oil, diversify its economy, improve its public service industries (health, 
education, entertainment) and create more opportunities for the 
Kingdom’s citizens, particularly its young people. In this way, the Saudi 
Vision 2030 programme was born.

The Vision itself is complex and far-reaching. It can, however, be 
summarised in three main aspirational goals for the future Saudi Arabia. 
The Vision aims to create:

1. A vibrant society – strong roots, fulfilling loves, strong foundations
2. A thriving economy – rewarding opportunities, investing for the long 

term, open for business
3. An ambitious nation – effectively governed, responsibly enabled.

After a year of intensive work with a legion of international and local 
experts and consultants, on 26 April 2017, CEDA presented 13 distinct 
Vision Realisation Programmes designed to be actionable roadmaps to 
achieve the strategic goals and targets of the overall Vision 2030 plan. 
One of these programmes (number 3, to be precise) is the Housing 
Vision Realisation Programme.

The Housing Vision Realisation Programme (HVRP)12 
The goals of the HVRP are summarised clearly at its very start:

The Housing Program aims to offer solutions to enable Saudi households 
to own or benefit from housing according to their needs and finances. 
This will improve living conditions for current and future generations, 
increase the supply of affordable housing units in record time, and 
enhance access to subsidized and appropriate funding. Integral to the 
Housing Program are specialist programs targeting the most deprived 
sectors of society, and the further development of the legislative and 
regulatory environment. These measures are designed to increase 
the housing sector’s attractiveness to the private sector, develop 
local content, create more business opportunities and strengthen the 
economic foundations of the Kingdom13. 

12 The full text of the 
HVRP can be found 
here: https://vision2030.
gov.sa/sites/default/
files/attachments/
THE%20HOUSING%20
PROGRAM%20
%281%29%20-%20
Public%20DP%20F.PDF

 13 HVRP Chapter 1, Clause 
A

14 HVRP Chapter 1, page 
1.
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Implementing the HVRP – building a new ecosystem
To implement this ambitious reform programme required a reboot of the 
whole housing development and, regulatory and finance ecosystem in 
the Kingdom. It required the relaunch of existing institutions such as the 
Real Estate Development Fund (REDF) and the Ministry of Housing as 
well as the creation of new entities such as SRC and the refocusing of 
regulatory bodies such as SAMA and the Capital Market Authority. We 
discuss this ecosystem in detail in the next section – but it is important to 
understand that, from the very start of the implementation of post-2017 
Saudi housing policy it was explicit that it could only succeed with com-
mitment and action for a large group of public and private sector players. 
This is new, this is different and, so far, it seems to be working.

Five-year NDPs, HVRP and the Vision 2030 programme.
The HVRP was subdivided into three periods – 2017-2020, 2021-2025 
and 2026-2030 – with targets for each. The second two of these periods 
coincide with the 11th and 12th Saudi National Development Plans 
(NDPs) respectively. In Saudi economic development planning since 
2015, the NDPs are subordinate to the overall goals of Vision 2030 and 
are subordinate parts of it.

HVRP Saudi home-owners segments
 
Source: HVRP

Segment % of market
Bankable mid-high income with low obligations 15%
Quasi bankable mid-high income with high obligations 32%
Non-bankable low-mid income with high obligations 38%
Low income 10%
Special categories 5%

HVRP Actions by segments
 
Source: HVRP

Bankable Quasi-
bankable

Non-
bankable

Low Income Special

Demand Side Subsidised 
interest, 
Guarantees 
for sub-
segments

Purchase 
funding 
package

Restoration/
renovation 
loans, 
Rental 
support, 
Rent-to-own

Usufruct right 
Restoration 
loan, 
Renovation 
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Rent support

Usufruct 
right, 
Rent support,

Supply Side PPP, 
Self-
construct, 
New units 
from market

PPP, 
Self-
construct, 
Existing units 
from market

Existing 
stock, 
New low-cost 
units

Social 
housing, 
Market rental

Development 
housing, 
REDF rental 
units, 

To implement this ambitious reform 
programme required a reboot of the 
whole housing development and, 
regulatory and finance ecosystem in 
the Kingdom. 
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Saudi housing finance ecosystem.
It is important for readers to understand that, since 2017, the Saudi 
housing finance policy, regulatory and operational environment has been 
deliberately crafted into a broad but highly connected ecosystem. This 
ecosystem is still evolving rapidly but the main agents are now all in 
place. It is possible to separate the system into two main parts – policy, 
strategy and regulatory entities and operational entities.

Policy, strategy and regulatory entities.
CEDA
The Saudi Council of Economic and Development Affairs (CEDA) is, 
effectively, the economic cabinet of Saudi Arabia. It sets the Kingdom’s 
economic course at a strategic level and is the body ultimately responsible 
for the design and delivery of the overall Saudi Vision 2030 programme, 
including the Housing Vision Realisation Programme (HVRP). It is chaired 
by the Crown Prince, H.H. Prince Mohammed bin Salman Al-Saud. 19 of 
its 22 members are ministers of economic ministries.

Ministry of Housing: www.housing.gov.sa
The Ministry of Housing (MoH) is the primary policy implementation 
and regulatory body for housing in the Kingdom. It is responsible for 
the ongoing delivery of the HVRP. It runs 13 programmes and initiatives 
ranging from the keystone Sakani housing programme to the Etmam 
developer support project and the Saudi Real Estate Institute. It also 
includes the regulator – The Saudi Real Estate General Authority (REGA) 
in its portfolio. The Sakani programme is the primary house-buying 
vehicle of the HVRP and MoH is responsible for data processing, the 
initial customer journey and selection of housing units. MoH is led by 
the Minister of Housing H.E. Mr Majed Al-Hogail, a CEDA member, who 
is supported by a number of deputy ministers. It is the key parent body 
of the Real Estate Development Fund (REDF) of which the Minister of 
Housing is Chairman.

04 The Saudi Housing 
Finance Ecosystem

Saudi Housing Finance Ecosystem: Source
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Saudi Arabian Monetary Authority (SAMA): www.sama.gov.sa
SAMA is the central bank of Saudi Arabia. In addition to managing 
monetary policy, it acts as the national FX reserves manager (with around 
$500bn of foreign currency reserves) and as regulator of the banking, 
insurance, and consumer finance sectors. It is also the primary regulator 
of the mortgage and housing finance sector. It regulates both banks and 
mortgage finance companies. It is headed by H.E. Dr. Ahmed Al-Kholifey, 
Governor and Deputy Governor Fahad Al-Shathri is responsible for 
supervision of the mortgage finance sector. As eluded to above, SAMA is 
additionally responsible for defining the shariah framework of mortgage 
structures in Saudi Arabia.

Capital Market Authority (CMA): www.cma.gov.sa
The CMA is the regulator of the public and private capital markets in 
Saudi Arabia. It is responsible for both debt and equity markets as well 
as derivative and SME capital markets and new areas such as securities 
lending. It will be the regulator for the mortgage-backed securities 
market when that market starts in 2021. It is also the regulator for the 
Qualified Foreign Investor programme under which international financial 
institutions can invest in Saudi Arabian equities directly. The CMA is 
headed by its Chairman, H.E. Mr. Mohammed Al-Kuwaiz.

National Development Fund (NDF): www.ndf.gov.sa
The NDF was established in 2017 to coordinate the work of the 
Kingdom’s six main sectoral development funds – of which REDF is 
one. The NDF aims to improve the overall developmental impact and 
efficiency of the funds as well as acting as a counter cyclical funding 
body for critical projects. At present its focus is on aligning strategy, 
improving financial sustainability and increasing impact in its subsidiary 
funds. It has recently been granted approval to engage directly in 
financing and establish new entities to support Vision 2030. Whilst NDF 
does not currently have its own capital it is working with its supervised 
entities to centralise treasury activities and streamline the use of excess 
liquidity through a single investment strategy. Its centralised capital could 
be as much as $90bn. It is headed by development finance professional 
Stephen Groff, who was previously the Vice President of the Asian 
Development Bank responsible for East & Southeast Asia and the 
Pacific regions.

Ministry of Finance (MoF): www.mof.gov.sa 
The Ministry of Finance plays a supporting role in the HVRP through 
various initiatives to enable access to appropriate housing for 
government and MoF employees. The MoF guarantees sukuk (Islamic 
bonds) issued by the SRC (see below) – giving them an implied 
sovereign-level rating of A- (S&P) . It also has the usual budgetary 
oversight and policy-making roles associated with a finance ministry. It is 
headed by the Minister of Finance, H.E. Mr Mohammed Al-Jaadan who 
is also acting Minister of Economy and Planning and a member of CEDA

Public Investment Fund (PIF): www.pif.gov.sa
The PIF is the sovereign wealth/strategic development fund of Saudi 
Arabia. It invests its $330bn of assets both within Saudi Arabia and 
internationally. It has two subsidiaries directly relevant to the HVRP – 
the SRC (see below) and Roshn. Roshn is a developer of integrated 
urban communities across the Kingdom. It is also a shareholder in 
Bidaya – a mortgage finance company (see below). It is headed by 
H.E. Mr Yasir Al-Rumayyan who is also a member of CEDA and 
Chairman of Saudi Aramco, the Saudi national oil company.

15 S&P rating reaffirmed in 
September 2020.
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Once a prospective home buyer in the Sakani16 programme has 
successfully completed the first stage of their customer journey with 
MoH, they are then passed to REDF who act as the intermediary with 
the mortgage lenders. In this way, over the past three years the fund 
has provided more than $6.5bn of support to the beneficiaries of the 
Sakani programme. This sum is transmitted as a monthly payment made 
directly into the bank account of all Sakani beneficiaries and effectively 
makes their mortgage payments interest-free as long as the loan is under 
500,000 SAR (around $133,000). REDF also supports less bankable 
borrowers through a credit guarantee programme which it provides to 
citizens with defined challenges such as age or disability.

REDF is integrated into the Saudi government’s e-services network and 
provides a mostly digital customer journey (although it retains a physical 
presence across the country). In addition to its core subsidised mortgage 
programme it is also providing support to specialised segments such 
as off-plan finance, land acquisition/self-build finance and financial 
products for the over-50s and other semi-bankable segments.

REDF also operates as a key economic development multiplier by 
encouraging housing development and investment in more than 4700 
urban areas, governates and regions within the Kingdom. It has a 
secondary mandate to encourage and support social stability through 
the provision of housing to all those who need it in the nation. 

The current REDF head is Mr Mansour Al-Madi, General Supervisor.

Operational Entities
Real Estate Development Fund (REDF): www.redf.gov.sa
The REDF is one of Saudi Arabia six sector development funds (the 
others are Agricultural, Industrial, Higher Education, Human Resources 
and International Development Funds respectively). They are also 
referred to as Specialised Credit Institutions (SCIs).

REDF was founded in 1974 to support and subsidise Saudi citizens who 
wanted to own their own homes but lacked sufficient upfront capital 
to do so. It did this primarily by making mortgage loans directly to 
citizens and, due to a lack of law or regulatory frameworks for mortgage 
lending by commercial banks, it was pretty much the only game in 
town for those not employed directly by the government or the military. 
Government and Military mortgages/housing were provided in part via 
the Public Pension Agency (PPA) who, incidentally, sold a large portfolio 
of these loans to SRC in the summer of 2020.

From its founding until 2017 REDF did not really evolve its processes 
or structure enough in order to cope with the steadily increasing 
demand for its products and services. Therefore, even though it had 
served 860,000 Saudi citizens by the end of 2016, it still had a waiting 
list of a further 480,000 citizens. At its prevailing service rate of 20,000 
customers per year, the REDF backlog would have taken nearly 25 years 
to clear – and demand was still growing. Clearly the institution, its model 
and its processes were not fit for purpose and could not deliver the order 
of magnitude of acceleration in the housing market that the Kingdom 
required under the HVRP.

In June 2017 it was decided, therefore, that REDF would shift from direct 
lending to a new model whereby it would subsidise and support lending 
through a group of 18 commercial banks and specialised mortgage 
companies (see below). Since that time, it has provided support to 
more than 341,000 Saudi families and is finalising the list of approvals 
to clear its entire waiting list by the end of 2020. As of Q3 2020, REDF 
is supporting as many mortgage contracts a month as it did in a year in 
2016 – an increase of ten times in three years.

16 The word ‘sakani’ 
in Arabic translates 
to something like 
‘Dunroamin’ – literally ‘a 
time for rest’ 

REDF was 
founded in 1974 
to support and 
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Developers 
Saudi Arabia has hundreds, if not thousands, of developers. Real estate 
is a passion bordering on obsession for much of the country’s private 
sector and all good family businesses have a real estate arm in addition 
to their other core sectors. Correspondingly, one of the challenges faced 
by the Kingdom has been to manage and improve the quality of a highly 
fragmented and localised industry to enable it to provide the needed 
supply of high-quality but affordable new housing stock. 

There are only a handful of truly large developers; Dar Al-Arkan, Jabal 
Omar Development, Al Aqaria, Kingdom Real Estate Development, 
Makkah Construction & Development and Emaar/KAEC make up the top 
tier. New initiatives and ‘giga-projects’ such as NEOM will also add scale 
in future.

 

Saudi Real Estate Refinance Company (SRC): www.srco.com.sa
The SRC was founded in 2017 with $1.3bn in capital from PIF (see 
above)- it currently has around $750m in assets (Q2 2020). SRC is 
designed to provide liquidity to the primary market by buying mortgage 
portfolios from banks, finance companies and other entities. It has 
issued around $200m of domestic sukuk and has publicly stated plans 
to issue more domestic and international securities backed by Saudi 
mortgage pools. SRC is the Saudi equivalent to international entities 
such as Fannie Mae from the US or Cagamas from Malaysia. 

SRC is headed by Fabrice Susini, formerly head of international 
securitisation at BNP Paribas. SRC’s longer-term goal is to refinance 
more than 20% of Saudi Arabia’s total residential mortgage market. 
In summer 2020 the SRC acquired its first large mortgage portfolio from 
the Public Pension Agency and it is actively working with other entities to 
acquire further portfolios in H1 2021. 

Retail and commercial banks
There are currently 30 banks licenced in Saudi Arabia. 13 are locally 
owned institutions and 18 are branches or representative offices of 
foreign banks. The sector is consolidating, with the merger between 
National Commercial Bank (Ahli Bank) and SAMBA (which will create 
a national champion bank with $200bn+ of assets) due to complete 
early in 2021. More consolidation is expected. Most of the local banks 
are active and some of the international banks are now entering the 
mortgage market too. A total of 18 banks in Saudi Arabia offer some 
sort of mortgage product to Saudi clients. Currently, the most important 
mortgage issuing banks are NCB/SAMBA, Al-Rajhi Bank, Riyad Bank 
and Bank Al-Jazira. We discuss the opportunity that mortgage market 
growth provides to banks in more detail in the next section. 

Finance Companies
In addition to the retail banks, Saudi Arabia has four specialised 
mortgage finance companies making loans to home buyers. These 
have some $600m in assets and approximately $500m of outstanding 
residential finance loans17 The four companies are: Amlak International, 
Bidaya, Dar Al-Tamleek and Deutsche Gulf Finance.

 17  SAMA Monthly 
Statistical Report, 
September 2020
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Saudi macro-economic environment and outlook – rough waters, 
steady ship. So far.
Saudi GDP is forecast to decline by 5.4% in 2020 before returning to 
growth of around 3% in 2021. Fiscal conditions are tight, despite the 
pandemic-related support programmes, as taxes (particularly VAT) have 
risen, capital expenditure has been delayed or cut and some cost-
of-living allowances paid to government employees have been axed. 
The government is seeking, as much as it reasonably can, to limit the 
pandemic’s financial damage to the sovereign balance sheet but, even 
so, the budget deficit could reach as much as 10% in 2020 and 6% 
in 202118. 

However, 90% of our survey panel19 believe that the Saudi economy 
will grow in 2021. 50% think it will grow between 1 and 3%, 29% 
between 3 and 5% and nearly 11% more than 5% - see Chart 
(1 in Analysis.xlsx). Similarly, the majority of respondents believe the 
non-oil economy will return to 2019 levels by the end of 2022 (Chart 2 
in Analysis.xlsx). The survey found that the two largest risks to Saudi 
growth in 2021-2022 were low oil prices and the pandemic (Chart 6 
in Analysis.xlsx). With the announcements of multiple vaccine trial 
successes coming in November 2020, we think these forecasts may 
err on the downside. Rapid domestic deployment of vaccines would 
have an accelerator effect on the Saudi economy and should help 
stabilise the oil price if the roll out is truly global.

We also surveyed our respondents about credit growth and default rates. 
More than 83% forecast a rise in private sector credit, nearly 30% say 
that rise will be ‘significant’ (Chart 5) and that rates will remain the same 
until the end of 2022 (Chart 8).

The low cost of international capital (Saudi’s April ten year came with 
a 3.25% coupon), low debt to GDP ratios (28%) and large FX reserves 
($470bn) mean that the Kingdom can afford to run deficits for some time 
– but not indefinitely. The government has been active in the international 
capital markets raising $5bn in January and $7bn in April as well as 
multiple local SAR issues. 

Whilst these financial buffers mean that vital programmes such as the 
HVRP will not be cut, over the medium to long term the country must 
continue to move towards balanced budgets and a more diversified 
economy and more varied government revenue sources.

That said, on balance we believe it is reasonable to believe that the 
macro-economic damage of the pandemic (and associated oil price 
declines) can and will be managed and that the Kingdom will continue 
to pursue its course towards the goals outlined in Vision 2030.

The Saudi mortgage market 2017-2019 – rapid structural change 
releases pent up demand.

05 The Saudi Mortgage 
Market Forecast

18 All figures IMF.
19  In October 2020 

Euromoney surveyed 
nearly 40 commentators 
and analysts in the Saudi 
market for their outlook 
on the economy and the 
housing finance market 
in the Kingdom.

New mortgage contracts issued per quarter by banks and finance companies
 
Source: SAMA Quarterly Statistical Bulletin September 2020
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The monthly dollar value of new mortgage contracts issued shows 
a similar, but not identical, path. In Q1 2018 (the first quarter where 
comparable data is available) the monthly value of all new mortgages 
issued in the Kingdom was $1.825bn, in Q3 2020 the market recorded 
$9.5bn in new contracts – a growth of more than 500%. 

The institutional and regulatory changes resulting from the creation 
and implementation of the HVRP in 2017 have had a remarkable affect 
upon the demand and supply of mortgages in Saudi Arabia. In Q2 2016, 
just over 4700 new mortgage contracts were signed. In Q2 2020, that 
number was more than 73,000 – a growth of more than 1500%. Even the 
lockdown accompanying the pandemic only briefly paused the growth. 
New contracts fell by 13,000 quarter on quarter in Q2 2020 (to around 
60,000) before resuming their upward trend and Q3 2020 recorded 
a record 74,442 contracts. The cumulative number of outstanding 
contracts (a vital number as potential future growth depends explicitly 
on this metric) has naturally shown similar growth to reach nearly 
500,000 by Q3 2020 – an increase of more than 6500%.

Monthly Value of Mortgage Contracts - US$ Millions 
 
Source: SAMA Quarterly Statistical Bulletin September 2020
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Has Saudi Arabia achieved the HRVP 2020 targets of Vision 2030?
As previously noted, the HVRP had the following KPIs for the home 
ownership/mortgage markets:

• Increase Saudi home ownership rate from 50% in 2016 to 60% 
in 2020. Based solely on the number of new mortgages issued (which 
will underestimate the total number of new homes) Saudi Arabia has 
added around 300,000 new homes since 2016. At the start of 2018 
there were 1.7m households owning homes in the Kingdom. 
If each mortgage issued is equal to one owned new home, then there 
will be 2m home-owning households in Saudi Arabia by the end of 
2020 or 54% of the total number of households (3.7m) Allowing for 
non-mortgaged new homes, then the government can be reasonably 
confident that they are at or near their 60% home ownership target.

• Increase housing affordability by reducing average residential unit 
prices from ten times annual income in 2015 to five times in 2020: 
The per capita GDP of Saudi Arabia in 2020 is estimated to be around 
$23,000. We believe that this number underestimates the average 
annual income of Saudi citizens because the population denominator 
includes lower paid migrant workers and expatriates. If we account 
for that income differential, then Saudi citizens would have an average 
annual income of around $25,000. If we use the most recent quarterly 
average mortgage contract value of $127,293 then the average price is 
5.09 times the annual income number. This is a very difficult metric to 
calculate accurately – but it is clear that the value is close and moving 
in the right direction. We think it likely that it will be hit or at worst, 
nearly missed.

• Increase total outstanding mortgages from SAR 290bn ($77bn) 
in 2017 to SAR502bn ($133bn) in 2020. Using the monthly contract 
value data provided by SAMA and taking the Vision 2030 2017 
outstanding mortgages number as the Q1 2017 market value base, the 
current forecast for outstanding mortgage value at the end of 2020 in 
Saudi Arabia is $143bn. This target has been exceeded.

The cumulative value of outstanding mortgage contracts rose in the 
same period from $84bn to $138bn20.

Since Q1 2018 SAMA has published the data on mortgage value split 
into houses, apartments and land. Analysing this data, we can infer two 
trends in the data which point towards a conclusion that the market 
is becoming more ‘affordable’. In Q1 2018 there were 9,790 contracts 
issued for a total value of $1.825bn – giving an average contract price of 
$186,414. In Q3 2020 there were 74,442 contracts issued with a value 
of $9.476bn – giving a quarterly average contract price of $127,293. On 
this basis, the average contract price has fallen over this period by 32% 
to a level which is under the 500,000 SAR threshold for ‘affordability’ as 
defined in the HVRP. The annual values don’t look quite as affordable, 
however, with the forecast estimate of average contract values in 2020 
being around $142,500.

The second trend is the relatively small but meaningful and increasing 
growth in the number of apartments in the asset mix. In Q1 2018, 
mortgages on apartments were worth $144m or 8% of the total market 
value whereas in Q3 2020 saw $1.5bn of new apartment mortgages 
accounting for 15% of the market. Apartments, particularly in Saudi 
Arabia, are generally more affordable than houses (although there, of 
course, notable exceptions!).

20 Please see note on 
data sources and 
methodology at the end 
of this section.

Cumulative Value of Outstanding Contracts US$
 
Source: SAMA Quarterly Statistical Bulletin September 2020
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Our model is our own, but we benchmarked our results against the 
excellent paper by Mazen Al-Sudairi and his team at Al-Rajhi Capital 
which was published on 17 December 2019. In this paper (which we 
highly recommend reading in full) Al-Rajhi Capital caution that their 
model is ‘conservative’. And so it proved to be. The phenomenal 
performance of the market in 2020 exceeded all expectations. We face 
a similar problem. If we forecast that 2021’s mortgage market performs 
identically to 2020 and that this level of activity is maintained, then the 
market could conceivably hit its 2030 targets before 2025. So, like Al-
Rajhi, we have erred on the side of conservatism – appropriate, we like 
to think, for the Kingdom.

2021 will be a pivotal year – if the growth rates of 2019 and 2020 
continue, then we will need to revisit our assumptions. Therefore, it is 
perhaps most useful to view the model as a forecast of how the market 
could evolve as it moves towards hitting the targets outlined in the HVRP. 
The actual outcome might be much larger, so the risk is, this time, on 
the upside.

 

Our survey of the short term outlook for the housing and mortgage 
market – 2020 and 2021
In our survey we asked our respondents what they believed to be the 
most important driver of demand growth in the Kingdom. Chart 8 shows 
that this is nearly equally balanced between credit, availability of units 
and population growth. This is not surprising. It is reassuring also to 
note that the interest rate and macro-economic environments were 
less important – meaning that the economic headwinds caused by the 
pandemic should not significantly deflect the mortgage market from its 
current course. It is also good to see that the market thinks that growth 
will be heavily focused on the affordable sector (with two thirds 
of respondents citing that as the most important segment – Chart 
19). On the prospects for Saudi mortgage-backed-securities, the 
respondents do believe that continued government guarantees, and 
subsidies are by far the most important factor underpinning growth 
(Chart 10). We concur with this view. It will take some years before the 
market can operate even in part, without these guarantees.

Forecasts for mortgage market growth to 2030
We have modelled the potential growth in the Saudi mortgage market to 
2030. We based our model on the following assumptions:

• That the demographic forecasts for Saudi Arabia (in terms of absolute 
population growth, ratio of Saudis to non-Saudis in the population and 
the number of people per households) are accurate. 

• That there will be 1.2m new homes built between the start of 2020 and 
the end of 2030 to take the total number to 5m homes.

• That 70% of the new homes will have a mortgage.
• That the average mortgage is the same as it was in for the whole 

of 2020.
• That the growth in the market will front load and increasingly taper 

as pent-up demand is met.

2021 will be a 
pivotal year – if 
the growth rates 
of 2019 and 2020 
continue, then 
we will need 
to revisit our 
assumptions.
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Forecast Growth in Saudi Mortgage Finance Market:
 
Source: Euromoney research

Year Number of Homes Growth in Number of 
Homes

Total Number of Con-
tracts Outstanding

Total $ value of out-
standing contracts

Estimated New 
Contracts

YoY Growth Rate CAGR Annual Value of New 
Contracts $

2020 4,012,912 212,912 495,000 143,500,000,000 212,192 175% 119% 30,231,000,000

2021 4,172,912 160,000 607,000 159,456,643,040 112,000 123% 80% 15,956,643,040

2022 4,317,912 145,000 708,500 173,917,350,796 101,500 117% 62% 14,460,707,755

2023 4,457,912 140,000 806,500 187,879,413,456 98,000 114% 14% 13,962,062,660

2024 4,577,912 120,000 904,500 199,846,895,736 84,000 112% 13% 11,967,482,280

2025 4,682,912 105,000 978,000 210,318,442,731 73,500 108% 11% 10,471,546,995

2026 4,772,912 90,000 1,041,000 219,294,054,441 63,000 106% 10% 8,975,611,710

2027 4,852,912 80,000 1,097,000 227,272,375,961 56,000 105% 5% 7,978,321,520

2028 4,922,912 70,000 1,146,000 234,253,407,292 49,000 104% 5% 6,981,031,330

2029 4,982,912 60,000 1,188,000 240,237,148,432 42,000 104% 5% 5,983,741,140

2030 5,017,912 35,000 1,212,500 243,727,664,097 24,500 102% 4% 3,490,515,665

Total 1,217,912

The value of market to banks and investors
On our conservative forecast, in line with the government’s stated 
strategy, the Saudi mortgage market is set to add $100bn of new 
contracts by 2030. The majority of this growth will take place in the 
next five years – with CAGR (compound annual growth rate) of 62% 
from 2020-2022 slowing to a 10% CAGR in 2023-2026 before settling 
at a more stable 4-5% thereafter.

This growth has already created an attractive revenue opportunity 
for Saudi banks and to a lesser extent, specialised mortgage finance 
companies. In an historically low interest rate environment, issuing 
government subsidised or guaranteed mortgages is good business. 
This is especially true when mortgage APRs range from 2.5% to 7.5% in 
the Kingdom. It’s hard to calculate precisely how much of this might flow 
through to bank profit lines (although Al-Rajhi’s report does a great job 
of estimating the impact) but it is important to remember that the larger 
pure-Islamic banks (such as Al-Rajhi Bank or Bank AlJazira) often pay 
little or no interest on deposits. 
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We can confidently say that the growth of this market is a very large 
opportunity for Saudi and regional banks and finance companies. In 
2020 the pent-up demand and government support mean that there is 
little need to segment, low credit risk and great business to be done. 
This party will gradually wind down and the market will become more 
competitive. If the government begins also to reduce the generosity 
of its subsidies (which it will over the long term) this will further add to 
competition in the market (if you have to pay your interest, you care how 
much it is).

Reality check: global benchmark for the Saudi market’s potential
In countries with historically large and well-developed housing finance 
markets the value of outstanding mortgages to GDP can be high. In the 
US and UK, mortgage debt/GDP is above 70%. In the Netherlands it is 
over 80%21 . In Saudi Arabia in 2020 the value of outstanding mortgages 
will be 17% of forecast GDP. Vision 2030 targets a doubling of 2016 
Saudi GDP by 2030 to around $1.2trn. With a predicted mortgage 
market worth $243bn in 2030, mortgage penetration would still be very 
low (20%) relative to the top end of international comparators.

Canada is a wealthy economy based in part on the export of natural 
resources, it is also widely dispersed and has a similar population size 
(but not shape) as Saudi Arabia. Its mortgage market is worth $1.6trn – 
or around 90% of its GDP.

Poland is perhaps a better comparator to Saudi Arabia in this case. 
Poland’s population is a little larger than Saudi Arabia’s and its economy 
a little smaller. Its outstanding mortgage pool is in the region of $120bn 
again, a little bit less than the Kingdom’s number. But, the mortgage to 
GDP ratio is higher – in the region of 20%.

What is clear, therefore, is that the Saudi mortgage market is small 
relative to any group of international comparators one choses and it will 
also remain relatively small even if it hits the targets set in Vision 2030. 
This provides us with some comfort in our forecasts.

21 Source, IMF (pre 
pandemic).
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The Saudi housing finance market provides an interesting opportunity 
set to international capital which remains, however, still in its early 
stages. That is likely to change significantly in 2021 as the market opens 
further to the outside and continues a journey towards real institutional 
scale and impact.

Debt markets
The most important institution to international debt investors is the 
Saudi Real Estate Refinancing Company (SRC), the Saudi equivalent to 
Cagamas and Fannie Mae. In 2018 the SRC announced a $3bn local 
currency sukuk (Islamic bond) programme. All issues in this programme 
will be guaranteed by the Ministry of Finance giving them an implicit 
rating from S&P of A-/A-2 Stable in September 2020.

HSBC was bookrunner on an SRC $200m domestic sukuk in March 
2019 and SRC CEO Fabrice Susini recently re-affirmed to Euromoney 
that a further domestic sukuk could hit the market in Q4 2020 or Q1 
2021. He is also confident that 2021 will see SRC’s first international 
issue and confirmed that conversations with international banks were 
active and positive.

Since inception SRC has deployed more than $1.5bn to acquire 
mortgage portfolios22. Around $500m have been acquired from banks, 
$200m from specialist mortgage finance companies and, in a landmark 
transaction in July 2020, a portfolio of just under $800m was acquired 
from the Public Pension Agency (one of the Kingdom’s two main state-
owned pension agencies). Sources tell us that the SRC is in confidential 
discussions to acquire another major state-related portfolio – most likely 
in Q1 2021. 

SRC has a publicly stated objective of providing financing to 20% or 
more of the Saudi mortgage market over time. On our market value 
projection this could give SRC a potential book of around $25bn by 
2030. It is inevitable that SRC will become a benchmark issuer of MBS 
and Sukuk on both the domestic and regional markets.

SRC and others have also talked about the development of a covered 
bond like market in the Kingdom which could presage more mortgage-
related/backed issuance from banks and other financing entities. It’s very 
early days, however, and there are considerable regulatory and structural 
issues which need to be resolved before this market will emerge so SRC 
will be the driving force in the market for the foreseeable future.

In the private sector, leading Saudi residential developer Dar-Al-Arkan 
(B1 rated) has long been an issuer in the Sukuk market. In 2007 it issued 
its first $600m sukuk, quickly followed by another $1bn in the same year. 
Following a pause, resulting from the challenges of the financial crisis, 
Dar Al-Arkan was back in the market for a third sukuk in 2009 and two 
further issues in 2010. More recently it saw strong demand for a Nasdaq 
Dubai-listed $400m sukuk in February of 2020 and the $600m sixth 
tranche of its international sukuk programme listed in Dublin in October 
2019. In all it has issued eleven sukuk and will continue to be a frequent 
visitor to the market when conditions are ‘appropriate’.

06 The opportunity for 
international capital

22  SRC. www.srco.com.sa
23 Tadawul, the Saudi stock 

exchange.
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Private equity funds are not, yet, active in the real estate sector of the 
Kingdom. The scale required by international funds and the hurdles to 
non-Saudi ownership of land and other assets mean that the opportunity 
set is not currently attractive. Smaller regional players are beginning 
to become active and it is likely that they will be the future path of big 
global players into the market. This is unlikely in our opinion to happen 
until the market becomes significantly more mature and accepting of 
direct foreign investment in ‘sensitive’ domestic assets. Like private 
equity generally – this is a five-year opportunity.

Conclusion
Saudi Arabia increasingly needs and wants international capital, 
particularly professional institutional capital. The nation has radically 
changed its attitude in the past three years and the pace of opening is 
increasing. The Kingdom’s leadership and financial sector have realised 
that the future of the Kingdom requires that it is an attractive, stable and 
profitable destination for global financial flows. The ambitious goals of 
Vision 2030, on which the Kingdom has staked its future, cannot be 
realised without liquid, deep and transparent capital markets and this 
provides a strategic opportunity for international capital. The housing 
finance, MBS and mortgage markets are demand-driven, government 
supported and transparently regulated parts of this strategic opportunity. 
The market is not yet mature, but it is growing rapidly and will inevitably 
provide an attractive niche growth and income opportunity for 
international capital as the 2020s progress.

Equity markets
Until 2015 the Saudi equity market was effectively closed to investors 
from outside of Saudi or members of the Gulf Cooperation Council. The 
Qualified Foreign Investor (QFI) programme opened the market and 
allowed institutional investors to participate in the market directly with 
meaningful ticket sizes. Since the programme’s start the QFI regulations 
have been regularly updated and further liberalised. A key Vision 2030 
objective is for the Kingdom to be ‘an active player in global capital 
markets both as a source of capital and as an investment destination23.’ 
The progress has been impressive as the Saudi market is now included 
in emerging market indices such as MSCI, S&P Dow Jones and FTSE 
Russell with weightings of around 3%. This rapid and successful 
opening was crowned by the 2019 listing of Aramco, which remains the 
world’s biggest ever IPO.

The QFI programme has been a success. More than 1500 institutions 
have registered and there are now Saudi ETFs and other easy-access 
products, enabling investors to take low-cost market positions on 
the Kingdom.

The QFI programme has some restrictions, however. Foreign investors 
are limited in most cases to 49% of aggregate ownership and are barred 
from owning assets in sectors such as defence. Uniquely to Saudi 
Arabia, foreign investors cannot own assets in either Mecca or Medina, 
Islam’s two Holy Cities. 

This is relevant to investing in housing because large listed developers 
such as Jabal Omar Development and Makkah Construction and 
Development have substantial portions of their books in these cities. 
However, there are other residential plays available on the main board of 
the exchange. Dar Al-Arkan, Kingdom Holdings, Emaar/KAEC and more 
all provide exposure to the Saudi housing story.

Sector proxies such as banks and construction companies make up 
a significant portion of the Saudi exchange but, of course, the impact 
of housing market growth on their value is diluted by their operations 
in other sectors and the general macro-economic environment/market 
direction of the index.

A key Vision 
2030 objective is 
for the Kingdom 
to be ‘an active 
player in global 
capital markets 
both as a source 
of capital and as 
an investment 
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23 Tadawul, the Saudi stock 
exchange.
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Are you pleased with how the residential mortgage market has 
performed in 2020? 
The mortgage market in Saudi Arabia is already showing signs of 
recovery after taking a hit during the Covid-19 lockdown and movement 
restrictions. We believe that it could be back to pre-pandemic levels by 
the end of the year. The relatively underserved sector in the Kingdom – 
there are 200,000 mortgages issued in a population of over 30 million 
- had been experiencing rapid growth, increasing from around 31,000 
loans-per-month in Q1 2019, to around 71,000 by the end of March 
this year. In monetary terms, this equates to SAR 165 billion worth of 
mortgages by the end of the first quarter in 2019, compared to SAR 243 
billion in Q1 2020. It decreased to around 13,000-17,000 in March and 
April. It’s a significant drop, but it’s far above what was produced one or 
one and-a-half years ago. 

Saudi Arabia’s government has been focused on increasing the level of 
home ownership to 60 percent by the end of 2020, through its Sakani 
program, with a goal of 70 percent by the end of 2030. Despite the twin 
shocks of the Covid-19 global pandemic and the drop in international 
oil prices, we are confident that the mortgage market in the country 
will remain resilient as a result of the stimulus measures previously 
announced and the pent-up demand from an increasingly young 
consumer base. 

Is the future market growth only in the four largest metro areas 
(Jeddah, Mecca-Medina, Damman/Khobar, Riyadh) or are the 
regions as important? 
The population of Saudi Arabia encompasses the 13 governorates, 
not just the four largest metro areas. Though, it is a fact that more than 
55% of the population reside in the three major regions, however all 
regions are important to raise the homeownership rates to the targets 
of Vision 2030 

Who are Bidaya?
Bidaya was launched as a national mortgage finance company in Saudi 
Arabia with the vision “to Enable Homeownership for All”. At Bidaya we 
strive to put the customer at the heart of everything we do and to be a 
key part of the implementation of the Housing (Eskan) programme of 
Saudi Arabia’s Vision 2030.

Where do Bidaya fit into Saudi’s housing finance ecosystem? 
Bidaya’s focus clients and largest share in market are first-time 
home buyers. These families are Ministry of Housing & Real Estate 
Development Fund beneficiaries, who receive public support via 
subsidies and guarantees. We have developed three business lines 
that generate returns on housing finance contracts, fee income from 
origination and portfolio sales. A key feature of all our business lines is 
a close partnership with public entities with contract origination on their 
behalf, portfolio sales and servicing. 

An interview with 
Bidaya Home Finance
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How important is financial literacy for borrowers and what do 
you do to encourage it? 
Financial education, or the act of ensuring financial literacy in 
consumers, is an increasingly hot topic for the mortgage sector and 
financial education programs are becoming larger parts of financial 
marketing, outreach, and customer support in the financial industry. 
Financial marketing for Bidaya is often about recognizing a need and 
reaching out to fill it, and for consumers, the need for financial services 
is increasingly tied to financial literacy. 

Digital environments have changed how money is used, handled, 
spent, and saved, and even how loans and mortgages are evaluated 
and given. Reaching out to consumers at the right time with financial 
education resources has helped Bidaya to connect and build trust, while 
also helping us to solve problems caused by financial illiteracy. Bidaya 
has produced multiple videos educating customers about the mortgage 
process, importance of credit and other homeownership topics. 
Leveraging the digital space to reach consumers is the ideal 
way in educating consumers on financial literacy.

What advantages to customers do pure-play mortgage companies 
offer when compared to banks? 
Broadly speaking, pure-play mortgage originators often offer a larger 
variety of finance options and can be more forgiving of customers 
from all sectors and backgrounds. Banks, on the other hand, typically 
have fewer options and stricter lending criteria. In addition, mortgage 
originators are far more efficient with respect to customer journey as 
mortgages are the only product as opposed to banks where mortgages 
are one of many products. 

How important is the ability to refinance portfolios via the SRC? 
Bidaya uses a broad mix of sources to achieve a stable funding structure 
for its balance sheet - equity, sukuk, SRC and bank lending. That 
said, the SRC is a vital part of the mortgage ecosystem which enables 
originators like us to offer better long-term financing solutions 
to homebuyers 

What parts of market infrastructure need more development? 
We would say that financing for real estate developers particularly for 
off-plan projects needs to be further developed to increase the pace of 
housing unit delivery.

What innovative strategies are you developing? 
Mobile food-delivery apps offer multiple status alerts when we order 
a pizza. Shipping companies let us not only see every step in a 
package’s journey but reschedule delivery or redirect the package 
mid-route. So why do mortgage originators think that customers are 
willing to wait patiently for a month or more to learn whether they will 
be able to finance perhaps the most significant purchase of their lives? 
Shouldn’t customers expect the same level of ease, empowerment, and 
transparency they enjoy in their more trivial purchases? We want to bring 
the same level of transparency and service to mortgage finance in the 
Kingdom.

Innovation is at the heart of Bidaya’s operating mode and we are 
constantly trying to improve our customer journey in the digital domain. 
Home financing via the digital space increases sales effectiveness, 
customer experience, and efficiency. For many mortgage providers, 
mortgages are still a people-intensive business, and its people 
– specifically sales and fulfilment employees – are less and less 
productive. Bidaya’s digital capabilities has helped to reverse this trend 
by improving productivity and management of operational risk 
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