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Kuwait: August real estate activity remains s s, iacemoreon
subdued

The real estate market stayed soft in the summer, while residential Chart 1: Real estate sales

land prices showed stability in the past three months. Overall sales (KD mn)

across all sectors totaled KD 1.58 billion year-to-date (ytd), down 26% 550 1 minvestment r 550
from the same period last year. Sales in the residential and investment 500 | = Residential [ 800
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sectors are down about one third from last year, while commercial
activity is up for the year. August's price performance, as reflected in |
NBK's real estate price indices, continued to reflect an ongoing gradual 300

correction that started in 2015, with some signs of slowing down. 250 |I‘h ||‘ " || || 250
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The residential sector sees its first monthly pickup in activity since

150 A 150
May 2016. The sector registered 220 transactions, up 12% for the month, 100 100
while KD sales increased to KD 71.8 million, up by 14% month-on-month 50 50

(m/m) (Chart 2). The residential sector continues to lag last year's 0 0
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transactions and KD sales, by 10% and 12% respectively. SOUK;gMimS“;OfJmceug ° e e v

Residential real estate prices hint at some stabilization in August. ——

The NBK residential home price index registered 156.5 points in August,
retreating by 12.8% y/y and is down 3.4% for the month. The NBK

residential home price index has been trending downward since the 2907w sales (KD mn, LHS) [ 2%0

beginning of 2015, when it peaked at 186 points in January 2015. TP my o, WA (RS

Similarly, the NBK residential land price index retreated in August; at 200 200
182.8 points, the index is off 8.1% y/y, but was unchanged for the 150 1AW H ’\_ 5o
second consecutive month. Land prices were the first to correct, back in

2014, and have shown some signs of stabilization recently. 100 L 100
The latest data published by the Public Authority for Civil Information

(PACI) for June 2016 shows that out of the 152,170 homes, 87% were 80 80
used for residential purposes whereas 12% of total homes remained

vacant. The number of vacant homes has been steadily declining since (i\ug_w Feb 14 Aug14 Feb15 Aug.15 Feb16 Au'g_1:
June 2004 from 25,773 to 18,275 in June 2016 in parallel with the rising Source: Ministry of Justice

price of residential properties, reflecting rising demand over that past

period. Chart 3: Residential real estate price indices

In tandem, government distribution of subsidized housing plots and built 250 - (index, 3-montf moving average, 2010-100) o
homes was relatively small in comparison with the growing backlog in — Homes

the applications at the Public Authority for Housing Welfare (PAHW). 200 4 —Lend L 200
Faced with more than a hundred thousand applications in the pipeline,

the government tripled its annual housing distributions to over 15,000 150 - L 150
units in 2015 from around 5,000 the previous year. In 2016, it plans to

distribute more than 12,000. Expectation of an increase in vacant 100 1 - 100
residential properties due to the increased supply of subsidized housing

may have helped with the recent correction in residential property prices. 501 r 50
Seasonal lull in activity pulled investment sector sales to a 5-year o . . . . . . o
low as apartment sales continued to carry the investment sector Aug-09 Aug-10 Aug-T1 Aug-12 Aug-13 Aug-14 Aug-15 Aug-16

during the current environment. Sales for the investment sector totaled source: Ministry of Justice, NBK estimates

KD 54 million, 34% lower than August of last year with smaller single
apartments (for investment) representing 57% of total transactions. The
sector’s activity remains weak with 76 transactions, half the transactions
recorded in August of last year.
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The NBK investment-building price index maintained its level in Chart 4: Investment real estate sales

August. Despite the subdued activity in the real estate market,
exacerbated by summer seasonality, the NBK investment building price

index remained in the vicinity of 190 points, down 1.7% on the month. A (RHS)
After making slight price gains since the beginning of the year, the index 200 - L 200
remains below the 200-mark for the second consecutive month in /.\
August, and down 16.2% vy/y. The correction of the price index seems 150 L 150
steeper the last three months coming off from record high levels
between June and August 2015 (i.e. basis effect) when the index 100 1 [ 100
averaged 227 points.
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Commercial sector sales cooled further in August following an almost || ‘ I[
yearlong rally. Sales for the month totaled KD 5.5 million. This was on 0 . . : : . & o
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only four transactions; mainly three commercial plots in Sabah Al Ahmad 4 ¢ u ¢ e e 4
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Sea City amounting to KD 5.3 million. ouice: Minetry o Justce

Chart 5: Investment building price index
(index, 3-month moving average, 2010=100)
Table 1: Real estate sales 250 - - 250

Monthly average 2016 August 2016 230 4 F 230
2014 2015 June July August % m/m % yly 210 A L 210
Sales (KD mn) 355.8 253.5 1915 1445 131.2 -9.2 -30.9 190 + r 190
Residential property 158.3 113.4 88.2 62.9 71.8 14.1 -12.0 170 4 L 170
Investment property 151.0 102.2 73.3 61.1 53.9 -11.9 -34.5
Commercial property 46.4 37.9 30.0 20.4 55 -72.8 -78.6 150 A F 150
Number of transactions 635 452 370 287 300 4.5 -25.6
Residential property 484 323 266 196 220 12.2 -10.2 130 1 [ 130
Investment property 143 120 99 86 76 -11.6 -49.3 110 A F 110
Commercial property 8 8 5 5 4 -20.0 -50.0
Transaction size (KD ‘000) 557 566 518 503 4373 31 71 90 1 - 90
Residential property 334 352 332 321 326.4 16 -2.1 70 . . . . . . 70
Investment property 1,085 882 741 711 708.6 -0.3 29.2 Aug-09 Aug-10 Aug-11 Aug-12 Aug-13 Aug-14 Aug-15 Aug-16
Commercial property 4,937 5,185 6,002 4,077 1386.3 -66.0 -57.2

Source: Ministry of Justice, NBK estimates

Source: Ministry of Justice Chart 6: Commercial real estate sales

Note: Our real estate indexes database comprises 65,000 transactions. Each index combines
monthly average prices (per sqm when possible) in select, more active, areas of Kuwait; it is then

adjusted for volatility. The indexes are based in 2010, i.e. 2010 price index equals 100. The indexes 140 C 140
are not adjusted for seasonality nor for number of business days. They also do not cover the :Ea[‘)'e;r‘l'y(';g’t‘mb"*g:WMA (RHS)
commercial sector. 120 L 120
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