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Executive summary 
This Executive summary is a brief overview of our Valuation Report and must not be relied upon in isolation. It 

is intended to be read in conjunction with the whole report and is subject to any assumptions, caveats and 

comments stated within the body of this report. 

Address Salama Building, Madinah Road, Salamah District, Jeddah, KSA 

Location The property is located on Madinah Road within the Salamah district of Jeddah, which is 

perceived to be a good location in central Jeddah. The property has a frontage of 

approximately 100 meters on Madinah Road to the east along with a frontage to the north, 

west and south onto secondary roads. It lies within a high-density populated area where 

the prevailing land use comprises mainly of residential apartment buildings. 

The King Abdulaziz International Airport is located some 6 km to the north of the property. 

The coast of the Red Sea is situated some 5 km to the west. 

Description The property comprises a good quality office building with ancillary retail. It was built in 

2013 and contains 8 retail units on the ground floor and 116 office units situated across 

the upper 13 floors.  

The property’s construction takes the form of a reinforced concrete frame with grey and 

blue exterior cladding. There are approximately 400 car parking spaces situated across 

the basement and mezzanine floors.  

The retail units on the ground floor benefit from good road frontage, all of which have 

double ceiling heights that allow for mezzanine accommodation.  

The office floors are accessed from the rear of the property through a dedicated lobby 

with six passenger lifts and one service lift.  Internally the common area is in good 

condition. 

Areas The property has a total net leasable area (NLA) of 31,420 sq m, of which 5,710 sq m is 

zoned for retail use and 24,002 sq m is zoned for office use. The rest of the NLA 

comprises storage space, telecommunication antennas, sign board, etc. The land plot, 

which the property is built on, extends to 7,682 sq m according to the copy of the land 

title deed that was provided to us. 

Tenure Assumed freehold. 

Planning The client has provided us with the property’s building permit, which indicates that the 

site has permission for a commercial development. We would advise your legal advisors 

to verify this. 

Valuation 

considerations 

• We have valued the property subject to the head lease that is currently in place.

The head lease is for a 5-year term starting on 05 August 2019 and ending on 05

August 2024, with a fixed rental income of SAR 23,100,000 per annum and no
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escalations. After expiry of the head lease, we have assumed that the head lease 

is not renewed, and the building then becomes available to let on a multi tenanted 

basis and is leased to third parties on market based lease terms. 

• The lot size is such that this asset would prove attractive in the market given the

two distinct asset classes of retail and offices.

• We have assessed the market value of the property using a discounted cash flow

approach, where we have modelled the cash flows generated under the head lease

for the contracted lease term and upon expiration, we have assumed the building

would be leased based on our assumptions of Market Rent, with allowances being

made for deduction of operating expenses, leasing fees and property management

fees.

• We have allowed for 12% structural vacancy on revenues, annually. This has been

assumed in regard to our benchmarks and our professional experience of advising

in the region.

• Our Estimated Rental Value for the property as at the valuation date is SAR

25,716,246 per annum (assuming 100% occupancy). We have assumed 2.50%

annual inflation in our cash flows and adopted an 8.25% exit yield reflecting a

10.75% discount rate.

• The property benefits from good road frontage along Madinah Road and provides

flexible, well laid out retail accommodation on the ground floor. The common area

is in good and serviceable condition. Additionally, there may be opportunities to

rentalise part of this space in the future.

• We understand that the municipality requires a parking ratio of 1 parking bay per

70 sq m of office space and 1 parking bay per 55 sq m of retail space which equates

to a total requirement of 443 bays. The existing car parking ratio for the office space

is relatively poor with c. 400 spots available, which is c 43 spaces short of the

municipality standard.

• Visitors currently use a vacant land opposite to the subject site for parking. This

may cause inconvenience to tenants should the land be developed in the future. It

may also appear to be less attractive to a number of potential buyers / investors,

as lettability of the building could be adversely impacted – parking is one of the key

factors that tenants look for when considering taking space in an office building.

Valuation date 31 December 2022. 

Market Value We are of the opinion that the Market Value of the freehold interest in the Property which 

is identified as Salama Building on Madinah Road in Jeddah, KSA, subject to the signed 

Head Lease and the assumptions and the caveats detailed herein, as at the valuation 

date is: 

SAR 242,820,000 

(Two Hundred and Forty Two Million, Eight Hundred and Twenty Thousand Saudi 

Arabian Riyals) 
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Valuation 

Assumptions 

  

Item Unit Assumption 

Head Lease  Entire building 
Start Date: 05 August 2019 

End Date: 05 August 2024 

Passing rent SAR per annum 23,100,000 

ERV SAR per annum 25,716,246 

Office Occupied Area sq m 24,002 

Retail Occupied Area sq m 5,710 

Estimated Office Market 

Rent (after the Head 

Lease expiry) 

SAR / sq m per annum 680 to 815 

Estimated Retail Market 

Rent (after the Head 

Lease expiry) 

SAR / sq m per annum 1,320 

Service Charge % 10% 

Telecommunications 

Tower income 
SAR per annum 32,375 

Insurance SAR per annum 156,135 

Operating Costs (after 

expiry of the Head 

Lease) 

SAR / sq m per annum 90 

Property Management 

Fee and Marketing 
Percent of Revenue 1.00% 

Sinking Fund Percent of Revenue 1.00% 

Exit Yield % 8.25% 

Growth % 2.50% 

Discount Rate % 10.75% 
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1. Terms of engagement 
Engagement of Knight Frank Spain Saudi Arabia Real Estate Valuations Company 

1.1 This valuation report (the “Valuation”) has been prepared in accordance with our Terms of Engagement 

letter and our General Terms of Business for Valuation Services (together the “Agreement”).  A copy of 

this document is attached at Appendix 1 (along with your original instruction for reference purposes). 

Client 

1.2 We have been instructed to prepare the Valuation by SNB Capital (the “Client”), as manager on behalf 

of Al-Ahli REIT Fund, a real estate investment traded fund in the Saudi Stock Exchange (Tadawul). 

Valuation standards 

1.3 This valuation has been undertaken in accordance with the current editions of RICS Valuation - Global 

Standards, which incorporate the International Valuation Standards (the “Red Book”) and Taqeem 

Standards.  As required by the Red Book / IVS, some key matters relating to this instruction are set out 

below. 

Independence and expertise 

Disclosure of any conflicts of interest 

1.4 We confirm that we do not have any material connection or involvement giving rise to a conflict of 

interest and are providing an objective and unbiased valuation. 

Valuer and expertise 

1.5 The valuer, on behalf of Knight Frank Spain Saudi Arabia Real Estate Valuation Company with the 

responsibility for this report is Talal Raqaban MRICS, RICS Registered Valuer and Fellow member of 

Taqeem.  Parts of this valuation have been undertaken by additional valuers as listed on our file. 

1.6 We confirm that the valuer and additional valuers meet the requirements of the Red Book / IVS and 

Taqeem Regulations, having sufficient current knowledge of the particular market and the skills and 

understanding to undertake the valuation competently. 

1.7 We are appointed as your valuation advisors; our role is limited to providing property valuation services 

in accordance with the Red Book and the terms of this Agreement. 

1.8 For the purposes of the Red Book / IVS, we are acting as External Valuer.  

1.9 This report has been vetted as part of Knight Frank Spain Saudi Arabia Real Estate Valuation Company 

quality assurance procedures. 

Use of this Valuation  

Purpose of valuation 

1.10 The client has confirmed that this valuation report is required for REIT reporting to the Saudi Capital 

Market Authority (CMA) for the semi-annual reporting of the market value (MV) in accordance with 
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Taqeem regulations (the “Purpose”).  This valuation has been prepared solely for the aforementioned 

purpose and may not be used for any other purpose without our express written consent. 

Reliance 

1.11 This Valuation has been prepared for the Client only.  No other person is entitled to rely on the Valuation 

for any purpose.  We accept no liability to anyone for any improper or unauthorised reliance on this 

Valuation. 

Disclosure & publication 

1.12 The Valuation has been prepared for the Client and in accordance with the Agreement which governs 

its purpose and use.  As stated in the Agreement, this Valuation is confidential and must not be 

disclosed to any person other than the Client without our express written consent.  Nor may the whole 

nor any part of this valuation nor any reference thereto may be included in any prospectus, listing 

particulars, published document, circular or statement nor published in any way without our prior written 

approval of the form or context in which it may appear. 

Limitations on liability  

1.13 Knight Frank Spain Saudi Arabia Real Estate Valuation Company’s total liability for any direct loss or 

damage (whether caused by negligence or breach of contract or otherwise) arising out of or in 

connection with this Valuation is limited to the amount specified in our Terms of Engagement, a copy 

of which is attached. Knight Frank Spain Saudi Arabia Real Estate Valuation Company accepts no 

liability for any indirect or consequential loss or for loss of profits. 

1.14 We confirm that we hold adequate and appropriate PII cover for this instruction. 

1.15 No claim arising out of or in connection with this Valuation may be brought against any employee, 

director, member, partner or consultant of Knight Frank Spain Saudi Arabia Real Estate Valuation 

Company.  Those individuals will not have a personal duty of care to any party and any claim for losses 

must be brought against Knight Frank Spain Saudi Arabia Real Estate Valuation Company. 

1.16 Nothing in this Valuation shall exclude or limit our liability in respect of fraud or for death or personal 

injury caused by our negligence or for any other liability to the extent that such liability may not be 

excluded or limited as a matter of law. 

Scope of work  

1.17 In this report we have been provided with the following information by you, your advisors or other third 

parties and we have relied upon this information as being materially correct in all aspects. 

1.18 In particular, we detail the following:   

• Information relating to the extent of the property  

• Project summary  

• Copy of the title deed  

• Copy of the Building Permit  

• Head lease (in Arabic) 
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1.19 In the absence of any documents or information provided, we have had to rely solely upon our own 

enquiries as outlined in this report.  Any assumptions resulting from the lack of information are also set 

out in the relevant section of this report. 
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2. The Property  
2.1 The property we have valued, including the inspection details, is as follows: 

Property address Inspected by Inspection date 

Salama Building, Madinah Road, Salamah District, 

Jeddah, KSA 

Ibrahim Alrashed & 

Feras Aldossari 

21 December 

2022 

Location 

2.2 As can be seen from the map below, the property is located on Madinah Road within the Salamah 

district, which is perceived to be a good location in central Jeddah. The property has a frontage of 

approximately 100 meters on Madinah Road to the east along with a frontage to the north, west and 

south onto secondary roads. It lies within an area that is dominated by high-density population where 

the prevailing use is comprised predominantly of residential apartment buildings. 

2.3 Access to the city centre is achieved via Madinah Road which is an arterial route running north south 

while Hira Street is situated a short distance to the north which affords access to the city in an east west 

direction.   

2.4 The King Abdulaziz International Airport is located some 6 km to the north from the property. The coast 

of the Red Sea is situated some 5 km to the west. 

 

Source: Google Earth / Knight Frank Research 

Subject Property 
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Site 

Site area 

2.5 The property occupies a broadly rectangular site of approximately 7,682 sq m (areas taken from client).  

Site plan 

2.6 The property is identified on the Google Earth image below, showing our understanding of the 

boundaries outlined in red. 

 
Source: Google Earth / Knight Frank Research 

Description 

2.7 The property comprises a good quality office building with ancillary retail. It was built in 2013 and 

contains 8 retail units on the ground floor and 116 office units situated across the upper 13 floors.  

2.8 The property’s construction takes the form of a reinforced concrete frame with grey and blue exterior 

cladding. There are approximately 400 car parking spaces situated across the basement and 

mezzanine floors.  

2.9 The retail units on the ground floor benefit from good road frontage, all of which have double ceiling 

heights that allow for mezzanine accommodation.  

2.10 The office floors are accessed from the rear of the property through a dedicated lobby with six 

passenger lifts and one service lift.  Internally the common area is in good condition. 

2.11 A selection of photos taken during our inspection is provided below: 

Subject Property 
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Accommodation 

Measurement 

2.12 As agreed with the client, we have relied upon the areas provided to us by them and have assumed 

that they have been prepared in accordance with local market practice and regulations. No further 

verification has been undertaken.  

Areas 

2.13 The client has provided us with the breakdown of the Net Leasable Areas (NLA) of the property, a 

summary of which is provided below. 

• The property has a total net leasable area (NLA) of 31,420 sq m 

• The occupied Area of the retail units is 5,710 sq m 

• The occupied of the office units is 24,002 sq m 

2.14 The rest of the floor space is comprised of common areas, storage space, telecommunications 

antennas, sign board, etc.  
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Services 

2.15 No tests have been undertaken on any of the services. 

2.16 For the purpose of this valuation, we have assumed that mains gas, water, electricity, drainage and 

telecommunications are all available to the subject property.  

2.17 We have not tested the services and utilities available to the property; however, for the purpose of this 

report we assume that they have sufficient capacity to service its current use. We have not accounted 

for any costs in improving such services and utilities within our valuation. Should this prove not to be 

the case, we reserve the right to amend our valuation. 

Legal title 

Sources of Information  

2.18 We have been advised that Al Ahli REIT Fund (1) owns the property and were provided with a copy of 

the updated title deed, with the details shown below: 

   Title deed  

Item Description  

Number  320212024018 

Date 4 August 2019 

Area  7,682 sq m 

Note  Ownership transferred to Sundoq Tamkeen Real Estate 

Company which we understand to be the SPV of the 

Fund  

Price  SAR 255,000,000 

   Source: Client 

2.19 A copy of the title deed is attached in Appendix 2. 

Tenure 

2.20 For the purposes of this valuation, we have assumed that the property is held freehold and is free from 

any encumbrances and third party interests. 

Covenants 

2.21 We have assumed that the property is not subject to any unusual or onerous covenants, restrictions, 

encumbrances or outgoings.   

2.22 These assumptions should be verified by your legal advisors.  If they prove incorrect, any variation may 

have a material impact on value and should be referred back to us for further comment. 

Tenancies 

2.23 The property is subject to a head lease. The salient terms of the lease agreement are summarised 

below: 
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 Lease terms summary 

Item  Description 

Landlord Al Ahli REIT Fund (1) 

Tenant Confidential 

Term 5 years 

Lease Start Date  04 August 2019 

Lease End Date  04 August 2024 

Break option None. 

Rent  
Fixed rent of SAR 23,100,000 per annum paid semi-

annually in arrears. 

Repair  
The tenant covenants to keep the premises in good and 

substantial repair and condition. 

Alienation  
Subject to the lessor’s prior written approval, the lessee 

shall be entitled to sublease the property. 

Source: Client 

Condition 

Scope of inspection 

2.24 We have not undertaken a site survey of the property. 

2.25 During our limited inspection we did not inspect any inaccessible areas. We are unable to confirm 

whether the property is free from urgent or significant defects or items of disrepair. 

Comments 

2.26 No urgent or significant defects or items of disrepair were noted which would be likely to give rise to 

substantial expenditure in the foreseeable future or which fall outside the scope of the normal annual 

maintenance programme.  

2.27 During the course of our inspection, the buildings appeared to be in a generally reasonable state of 

repair commensurate with their age and use.  

Ground conditions 

2.28 We have not been provided with a copy of a ground condition report for the site.  We have assumed 

that there are no adverse ground or soil conditions and that the load bearing qualities of the site are 

sufficient to support the buildings constructed thereon. 
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Environmental considerations 

Contamination 

2.29 As stated in the General Terms of Business, investigations into environmental matters would usually 

be commissioned from suitably qualified environmental specialists.  Knight Frank is not qualified to 

undertake scientific investigations of sites or buildings to establish the existence or otherwise of any 

environmental contamination, nor do we undertake searches of public archives to seek evidence of 

past activities which might identify potential for contamination. 

Planning 

Sources of planning information 

2.30 The client has provided us with a copy of the property’s planning permit from which we understand the 

following: 

 Summary of Planning Permit 

Floor 
Gross Leasable Area 

(sq m) 
Net Leasable Area  

(sq m) 

Basement 7,685.30 - 

Ground Floor 4,777 3,952 

Mezzanine 2,763 2,530 

Service Floor 1  4,851 - 

Service Floor 2 4,851 - 

1st 4,136 2,752 

2nd 2,851 2,126 

3rd 2,851 2,126 

4th  2,851 2,126 

5th  2,851 2,126 

6th  2,851 2,126 

7th  2,851 2,126 

8th  2,851 2,126 

9th 2,851 2,126 

10th 2,851 2,126 

11th 2,170 1,644 

12th 1,437 908 

13th  590 500 

Total 58,919.30 31,420 

Source: Client 

Highways and access 

2.31 We have assumed that there are no current highway proposals in the immediate vicinity likely to have 

a detrimental effect upon the property within the foreseeable future. 
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Access 

2.32 In reporting our opinion of value, we have assumed that there are no third party interests between the 

boundary of the subject property and the adopted highways and that accordingly the property has 

unfettered vehicular and pedestrian access. 

2.33 We have assumed that there are no issues relating to visibility splays which may impact upon the use 

or proposed use of the property. 

Statutory licences & certificates 

2.34 We have assumed in our valuation that all regulations, statutory licences & certificates have been 

complied with. 

Fire safety 

2.35 We have not viewed any documents relating to the fire safety within the property and have assumed 

for the purposes of our valuation that the relevant legal requirements have been fully complied with. 
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3. Market analysis 
Saudi Arabia market commentary  

3.1 A copy of the KSA Macro Economic Overview, prepared by Knight Frank, is attached at Appendix 5. 

Source of information  

3.2 Our market analysis has been undertaken using market knowledge within Knight Frank, enquiries of 

other agents, searches of property databases, as appropriate and any information provided to us. 
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4. Valuation 
Methodology 

4.1 Our valuation has been undertaken using appropriate valuation methodology and our professional 

judgement. 

Investment Method 

4.2 Our calculation of the Market Value of the Property has been carried out using the comparative and 

investment methods.  In undertaking our valuation of the property, we have made our assessment on 

the basis of a collation and analysis of rental and sales transactions for similar properties. With the 

benefit of such transactions we have then applied these to the property, taking into account size, 

location, terms, covenant and other material factors and adopting an appropriate capitalisation yield.  

4.3 We have capitalised the head lease rent for the contracted term and have reverted to a multi tenanted 

lease up of the building upon expiry of the head lease.  

Comparable Evidence – Benchmarking 

4.4 In order to form our opinion of the market rent upon the expiry of the head lease, we have had regards 

to comparable Grade B offices and retail in close proximity to the property. We have considered the 

asking lease rates per annum, and have made the necessary adjustments for location, specification, 

and size.  A summary of our comparable evidence is provided in the tables below and corresponding 

map:  

Table of Comparable – Office Rents 

Ref. Building 
Construction 

Year 
Condition Grade Occupancy 

Asking Rent 

(SAR psm pa) 

Service 

Charge 

1 Sumou Tower Jeddah 2013 Fitted B 85%  825  10% 

2 Elite Al Shatea 2012 Fitted B 75%  700  10% 

3 Tahliya Centre 2010 Fitted B 70%  700  10% 

4 Al Mukmal Tower 2010 Fitted B 95%  900  10% 

  Source: Knight Frank Research 

Table of Comparable Retail Rents: 

Ref. Location Condition Area (sq m) 
Asking Rent (SAR 

psm pa) 

5 Prince Sultan Road, Salamah District Good 350 1,800 

6 Al Batarji Street, Al Zahraa District New 160 1,500 

7 Madinah Road, Al Nuzha District New 350 1,800 

8 Prince Sultan Road, Nahdah District Good 125 1,600 

 Source: Knight Frank Research 
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Map of Co  mparables 

 

Source: Google Earth 

Comparables Commentary – Offices  

4.5 As shown above, rents in comparable offices range between SAR 700 to SAR 900 per sq m per annum 

varying upon location, specification and quality. The rents stated in the table above are subject to a 

service charge. 

4.6 Sumou Tower, which was completed in 2013 and offers grade B fitted space for SAR 825 per sq m per 

annum. Sumou Tower has two retail showrooms on the ground floor along King Abdulaziz Road and is 

subject to 10% service charge. The occupancy of Sumou Tower has increased from 75% to 85% over 

the past 6 months. We consider this benchmark superior in terms of location and specification, as such 

we have applied a discount to the property. 

4.7 Elite Al Shatea features a mix of retail and office space. Completed in 2012, the building offers fitted 

out grade B office space with rents current asking rent of SAR 700 per sq m per annum. Rents at Elite 

Al Shatea are subject to a standard 10% service charge. 

4.8 Rents at Tahliya Centre have slightly decreased over the past 6 months, while occupancy has 

decreased by c.19%. Headline rent is SAR 700 per sq m plus 10% service charge.  The office space is 

considered as grade B space and the units are fitted out. This benchmark and the property have similar 

specifications, hence no adjustments were made. However, we applied a discount to the subject 

property for location since the location of Tahliya Center is better. 

Subject Property 
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4.9 At 95% occupancy, comparable four (Al Mukmal Tower) has the highest occupancy in our table of 

comparables. Al Mukmal Tower completed construction in 2010 and commands a rent of SAR 900 per 

sq m per annum plus service charge. Rents have remained stable over the past 6 months, while 

occupancy has decreased by 3%. 

4.10 Although the property is located along a primary road in Jeddah and benefits from good accessibility 

and visibility, we consider the location of the benchmarks above to be more suitable for office spaces. 

We also consider the benchmarks to have slightly better specifications / quality. We have therefore 

assumed that the property would command lower lease rates than the benchmarks, at SAR 615 per sq 

m per annum.  

4.11 We note that the above benchmarks charge 10% service charge on top of the annual lease rate, 

therefore, after deriving our opinion of the lease rate for the property we have included a 10% service 

charge to the adjusted lease rate to arrive at the adopted lease rate of SAR 680 per sq m per annum.  

4.12 We have then divided the office units into four groups based on the floor level, and applied a premium 

to upper floors due to better views.  

Comparables Commentary – Retail 

4.13 The comparable set above, comprises retail shops located in close proximity to the property. Although 

the property has good location, with it being located on Madinah Road, it is deemed less desirable when 

compared to King Abdulaziz Road, Prince Sultan Road, and Al Batarji street. We have therefore applied 

a discount to the subject property against comparable five, six, and eight.  

4.14 The comparables are of various sizes, ranging between between 125 sq m to 350 sq m. Given that the 

average size for retail units within the property is 1,428 sq m which is larger, we have applied discounts 

to the property against the comparables. 

4.15 Based on the adjustments above, the adjusted lease rate for retail units is SAR 1,200 per sq m per 

annum. We have assumed a 10% service charge to be applied on top of the annual rent, which results 

in an adopted rate of SAR 1,320 per sq m per annum. 

Estimated Rental Values 

4.16 We set out our Estimated Rental Values (ERV), which are inclusive of service charge below: 

Estimated Rental Values 

Floor Type Unit ERV (SAR psm) 

1st - 3rd Office SAR per sq m / pa 680 

4th - 8th Office SAR per sq m / pa 725 

9th - 11th Office SAR per sq m / pa 770 

12th and 13th Office SAR per sq m / pa 815 

- Retail SAR per sq m / pa 1,320 

- Storage SAR per annum 7,400 

- Telecom Tower SAR per annum 32,375 



 

 

Valuation Report prepared for SNB Capital │ Confidential 
KF Ref: KFV377-2022 │Valuation date: 31 December 2022 

Page 22 

 

 

   

 
 

 

Valuation Assumptions 

Operating Costs (after the Head Lease) 

4.17 Upon expiry of the head lease we have allowed for operating costs of SAR 90 per sq m pa for general 

maintenance, lift service, security, cleaning and insurance, water and electricity power for the common 

areas. 

Service Charges 

4.18 Our opinion of Market Rent assumes a 10% service charge, which has been factored in our estimated 

rental value. 

Market Rent 

4.19 The estimated Market Rent for the property is SAR 25,716,246 per annum as at the valuation date. 

This amount is reflected with market growth at 2.50% in our valuation model after the expiry of the Head 

Lease.   

Valuation Summary 

Item Unit Assumption 

Office Occupied Area sq m 24,002 

Retail Occupied Area sq m 5,710 

Estimated Office Market Rent SAR / sq m per annum 680 to 815 

Estimated Retail Market Rent SAR / sq m per annum 1,320 

Service Charge % 10% 

Telecommunications Tower 

Income 
SAR per annum 32,375 

Passing Rent SAR per annum 23,100,000 

Market Rent (100% occupancy) SAR per annum 25,716,246 

Insurance SAR per annum 156,135 

Operating Costs SAR / sq m per annum 90 

Structural Vacancy % 12% 

Property Management and 

Marketing Fee 
Percent of Revenue 1.00% 

Sinking Fund Percent of Revenue 1.00% 

Exit Yield % 8.25% 

Growth % 2.50% 

Discount Rate % 10.75% 

Market Value (SAR) SAR 242,820,000 
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Valuation Considerations 

Subject property 

4.20 We have valued the property subject to the head lease that is currently in place. The head lease is for 

a 5-year term starting on 05 August 2019 and ending on 05 August 2024, with a fixed rental income of 

SAR 23,100,000 per annum and no escalations. After expiry of the head lease, we have assumed that 

the head lease is not renewed and the building then becomes available to let on a multi tenanted basis, 

and is leased to third parties on market based lease terms.  

4.21 The lot size is such that this asset would prove attractive in the market given the two distinct asset 

classes of retail and offices. 

4.22 We have assessed the market value of the property using a discounted cash flow approach, where we 

have modelled the cash flows generated under the head lease for the contracted lease term and upon 

expiration, we have assumed the building would be leased based on our assumptions of Market Rent, 

with allowances being made for deduction of operating expenses, leasing fees and property 

management fees.  

4.23 We allowed for 12% structural vacancy of on revenues, annually. This has been assumed in regards to 

our benchmarks and our professional experience of advising in the region.  

4.24 Our Estimated Rental Value for the property as at the valuation date is SAR 25,716,246 per annum 

(assuming 100% occupancy). We have assumed 2.50% annual inflation in our cash flows and adopted 

an 8.25% exit yield reflecting a 10.75% discount rate. 

4.25 The property benefits from good road frontage along Madinah Road and provides flexible, well laid out 

retail accommodation on the ground floor. The common area is in good and serviceable condition. 

Additionally, there may be opportunities to rentalise part of this space in the future. 

4.26 We understand that the municipality requires a parking ratio of 1 parking bay per 70 sq m of office space 

and 1 parking bay per 55 sq m of retail space which equates to a total requirement of 443 bays. The 

existing car parking ratio for the office space is relatively poor with c. 400 spots available, which is c 43 

spaces short of the municipality standard. 

4.27 Visitors currently use a vacant land opposite to the subject site for parking. This may cause 

inconvenience to tenants should the land be developed in the future. It may also appear to be less 

attractive to a number of potential buyers / investors, as lettability of the building could be adversely 

impacted – parking is one of the key factors that tenants look for when considering taking space in an 

office building. 

SWOT analysis  

Strengths Weaknesses 

• Head Lease – secure short-term income.  

• Very good visibility and access on Madinah 
Road. 

• Additional income received from telecom 
towers. 

• Lack of parking spaces for visitors where they 
currently park on a vacant land plot next to the 
subject property.  

• General signs of the building appearing to 
age. 
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Opportunities Threats 

• Tenant renegotiating leases to be long-term, 

with rental uplifts thus enhancing Head Lease 

attractiveness. 

• The vacant land opposite the subject property 

is being used as parking for visitors, if this plot 

is developed, there will be a parking issue at 

the property. 

• General movement of Government entities 

and business to Riyadh could cause demand 

for offices in Jeddah to slow down further. 

Valuation bases 

Market Value 

4.28 Market Value is defined within RICS Valuation - Global Standards / IVS as: 

“The estimated amount for which an asset or liability should exchange on the valuation date between a 

willing buyer and a willing seller in an arm’s length transaction after proper marketing and where the 

parties had each acted knowledgeably, prudently and without compulsion.” 

Valuation date 

Valuation date 

4.29 The valuation date is 31 December 2022.   

Market Value 

Assumptions 

4.30 Our valuation is necessarily based on a number of assumptions which have been drawn to your 

attention in our General Terms of Business, Terms of Engagement Letter and within this report. 

Market Value  

4.31 We are of the opinion that the Market Value of the freehold interest in the property which is identified 

as Salama Building on Madinah Road in Jeddah, KSA, subject to the signed Head Lease and the 

assumptions and the caveats detailed herein, as at the valuation date is: 

SAR 242,820,000 

(Two Hundred and Forty Two Million, Eight Hundred and Twenty Thousand Saudi Arabian 

Riyals)
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 Instruction documentation 
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 Title Deed 
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 Building Permit 
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 Cash Flow 
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 Market Research Report  

 

Saudi Arabia GDP Growth, 2011 - 2025 

After a year of contraction due to the pandemic, Saudi Arabia's economy resumed growth in 2021. 

According to preliminary full-year data from the General Authority for Statistics (GaSat), Saudi Arabia's 

real GDP grew by 3.3% in 2021, compared to a 4.2% drop in 2020, when the pandemic slowed down 

most economic activities. 

Saudi Arabia's economy is expanding in both the oil and non-oil sectors. In the third quarter of 2022, 

the Kingdom's real GDP increased by 8.6%. This expansion was primarily driven by a 14.5% increase 

in oil activity, while the non-oil sector rose by 5.6% over the same time. 

The Saudi economy benefited from higher oil prices and higher outputs during the first nine months of 

2022. Looking ahead, growth in oil prices and non-oil sector activities appears to be supporting an 

increase in government revenue, which underpins Saudi Arabia's 7.6% GDP growth forecast for 2022, 

the highest in the region. (Oxford Economics) 

 

Saudi Arabia GDP, YoY % change  

 

‘Source: Knight Frank, Oxford Economics  
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Saudi Arabia, Purchasing Manager Index (PMI) 

The non-oil private sectors are at the centre of Saudi Arabia’s Vision 2030, and the reforms launched 

to bolster these sectors are already being felt widely across the economy. Indeed, Saudi Arabia’s 

Purchasing Manager Index (PMI), which tracks the country’s private non-oil economy, registered a 

reading of 58.5% in November 2022, which is above the long-run series average of 56.8% and 

represents the 27th month of expansion and business growth in the country's non-oil sector activity. 

This was also the highest reading since September 2021, as output hit a seven-year high, new order 

growth accelerated to a 14-month high, and export sales rose the most in seven years. 

 

Saudi Arabia PMI 

 

Source: Knight Frank, Oxford Economics 

Saudi Arabia Primary Consumer Sentiment Index by Thomson Reuters / IPSOS 

The Primary Consumer Sentiment Index (PCSI) of Saudi Arabia is a national survey of consumer 

opinions regarding the current and future status of the local economy, personal financial situation, as 

well as confidence in making big investments, and ability to save. 

The latest reading in October 2022 of the Primary Consumer Sentiment Index (PCSI) in Saudi Arabia, 

released by IPSOS, reveals the state of Saudi Arabia remain positive with a slight drop in the index 

since September 2022, leaving it at 69.2 versus 70.  

Saudi Arabia ranked second in terms of the present status of its economy, with 58% believing it is 

robust. The Kingdom is also ranked second in the world, with the great majority of consumers (93%) 

saying the country is on the right track. 

PCSI, by Thomson Reuters / IPSOS 
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Source: Knight Frank, IPSOS 

 

Saudi Arabia Consumer Price Index, YoY Change % 

The Consumer Price Index (CPI) increased by 3.01% in October 2022, compared to October 2021. The 

increase in the CPI was mostly due to higher prices food and beverages by (4.4%) and housing, water, 

electricity, gas and other fuels by (3.3%). 

Transport prices climbed by 4.4%, mostly owing to increasing in purchase of motor cars prices, which 

increased by 5.8%. Because of their significant relative importance in the Saudi consumer basket (22%), 

food and beverage expenses were the major driver of the inflation rate in October 2022.  

 CPI, YoY % Change 

Source: 

Knight Frank, GSTAT 
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Saudi Arabia Population Forecasts 

Saudi Arabia accounts for more than half of the GCC's total population and has a larger population than 

any other GCC country. According to official statistics, the population count was registered at 35.4 

million in 2021. 

According to the statistics, the population of Saudi Arabia is estimated to have reached 36.61 million in 

2022. The Saudi/Non-Saudi breakdown of the population for 2021 stands at 21.8 million/13.6 million. 

Based on the Oxford Economics forecasts, the population of Saudi Arabia is expected to grow at a 

constant 2% annual growth rate from 2021 onwards, reaching 38.3 million in 2025. A large and growing 

population, albeit at a slower pace than previous years, will continue to drive demand for goods and 

services in the short to medium term.  

Saudi Arabia’s population is dominated by Saudi nationals, accounting for 62% of the population. This 

implies that aggregate demand for products and services does not primarily stem from the expatriate 

workforce.  

  

Saudi Arabia Population Evolution 

 

Source: Knight Frank Research, IMF 

Total Number of Households 

The total number of households in Saudi Arabia is currently estimated at roughly 6.5 million in 2021 and 

is expected to increase to 6.7 million in 2022. According to Oxford Economics, annual average growth 
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in the number of households will slow to 2.2% between 2021 and 2030, down from 2.6% between 2010 

and 2021.  

The average household size in Saudi Arabia stood at 5.51 individuals in 2021, according to Oxford 

Economics. While the average household size for Saudi households stands at just over 6.0, the average 

household size for non-Saudis is closer to 4 individuals. The overall average household size is set to 

slightly decrease over the next years reaching 5.46 in 2030.  

Regarding the local population, it was not unusual historically for generations of the same family to be 

living in a sizeable family home. The younger generation now exhibits a desire to move away from multi-

generational household structure. Over the next decades, falling household sizes will underpin demand 

for higher density development which provides smaller and more efficient units.  

Number of Households 

 

‘Source: Knight Frank Research/ Macrobond, Oxford Economics  

Total Employment - KSA    

Saudi Arabia’s total workforce was estimated at 13 Million employees in 2021, down from 13.8 Million 

employees in 2017. The decrease is mostly as a result of the departure c. 750,000 expatriates from the 

workforce during this period. Looking ahead, given the positive momentum created by the government's 

extraordinary response to COVID-19 and several economic reforms that have supported employment 

growth in a variety of industries. The Saudi labour force is expected to increase to 13.6 million by the 

end of 2022. 

Saudi Arabia’s employment CAGR is set to slow to 1.6% per annum between 2021 and 2030, according 

to Oxford Economics, down from a CARG of 3.6% between 2010 and 2021.  
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 KSA, Employment  

 

Breakdown of Employment by Economic Sector – KSA 

Currently, the consumer services, industrial sectors and public services are the largest employment 

sectors in Saudi Arabia, accounting for 33.7%, 28.8% and 20.3% of total employment in 2021, 

respectively. This is expected to remain roughly unchanged over the coming ten years. 

 

 ‘Source: Knight Frank Research, Macrobond 

 

Employment YoY Change% 

Employment growth in Saudi Arabia is set to decelerate to 1.6% per annum between 2021 and 2030 

down from 3.6% between 2010 and 2021 according to Oxford Economics estimates.  
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Total employment declined by -6.34% in 2018 due to outflows of expatriates from the workforce. 

However, this trend has reversed in 2019 where total employment increased marginally by 1.31%.  

The exodus of expat workers from Saudi Arabia in 2020, due to the economic fallout from COVID-19 

and the oil price shock, has accelerated a shift in the labour market, resulting in a 0.2% decline in 

employment growth in 2020. However, this trend has reversed again in 2021 where total employment 

increased marginally by 0.5%. 

Looking forward, employment growth is expected to remain supported by the various initiatives aimed 

at boosting youth, women and Saudi nationals’ participation in the workforce. In the short to medium 

term, this will be balanced by rising pressures on the expat labour market resulting from the impact of 

government fees and Saudization plans on non-Saudi employment figure.  

In fact, the Saudi unemployment rate reached 9.7% in Q2 2022, a 0.4 percentage point (pp) drop over 

Q1/2022. (GSTAT). 

Furthermore, among Saudi males, the unemployment rate fell to 4.7%, a decline of 1.4 percentage 

points from the previous year's Q2/2021. 

This quarter's decline in Saudi male unemployment coincided with both an expansion of labour market 

participation and employment growth, with the participation rate rising by 1.5 percentage points to 

67.5%. 

 

Employment, YoY % Change 

 

Source: Oxford Economics, Macrobond 

 

KSA average household disposable Income in SAR 

Household income is a key determinant of affordability and consumer spending patterns. 
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Average household personal disposable income in Saudi Arabia stood at c. SAR 227,000 in 2021. 

Between 2010 and 2021, the average household personal disposable income increased at a CAGR  of 

3.3%. It is expected that this growth momentum will slowdown to 1.9% between 2021 and 2030, as 

highlighted in the adjacent graph. 

Household Disposable Income 

 

Source: Oxford Economics, Macrobond 

KSA number of household by income bands (as a & of total households) 

The number of households in Saudi Arabia currently (2021) stands at approximately 6.5 million and is 

expected to grow to 8 million by 2030.  

In 2021, 49.6% of households in Riyadh were within income bands above USD 35,000 and this share 

is expected to marginally decrease going forward, reaching 49.4% in 2030. 

50.6% of households had incomes less than USD 35,000, and this share is likely to stay largely stable 

over the next decade. 

Household, By Income Band  
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Source: Oxford Economics, Macrobond 

 

Gross Domestic Product – Riyadh city 

Riyadh’s GPD came back to growth in 2021, after a year of contraction due to the pandemic. The 

Riyadh's real GDO grew by 4.9% year-on-year to 628 billion in 2021, up from 598 billion in 2020.  

Riyadh's economy recorded a historical CAGR of 3.9% between 2011 and 2021. From 2021 to 2031, 

this rate is forecast to decrease to 3.2%. 

Riyadh’s economy is fairly diversified and does not rely on the hydrocarbon sector directly. However, 

indirectly growth in hydrocarbon sector in Saudi Arabia and regionally will impact investment volumes 

into Riyadh.  

Looking ahead, Riyadh’s economy is expected to record a growth rate of 4.9% in 2022 and 4.0% in 

2023 (Oxford Economics). 
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Gross value Added by Sector – Riyadh city  

The breakdown of the gross value added (GVA) by sector for Riyadh highlights that from 2021 to 2030, 

all sectors are forecast to register growth. 

The industrial sector is the largest contributor to Riyadh’s GDA in 2021 (29.6%) and is forecast to grow 

by 30.8% in the nine years to 2030. 

The contribution of the consumer services industry is expected to rise the quickest in the decade to 

2030, at 46.5%. 

Transport, storage, and information technology, as well as financial and business services, are expected 

to grow by 42.6% and 34.7%, respectively, over the next nine years. 
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‘Source: Knight Frank Research/ Macrobond/ Oxford Economics’ 

Total Employment - Riyadh city 

Riyadh’s employed population stood at 3.38 million in 2021, representing c. 85% of the total employed 

population in Riyadh Province.  

Employment growth in Riyadh averaged 4.1% from 2010 until 2021, reaching an all-time high of 9.7% 

in 2011 and a record low of -1.8% in 2018. Total employment declined by 1.8% in 2018, was a trend 

underpinned by the challenging economic backdrop, which led to an outflow of expatriates workers from 

the workforce. However, this trend reversed in 2019, where total employment increased by 4.36% year-

on-year.  

According to Oxford Economics, Riyadh’s employment is estimated to grow from 3.38 million in 2021 to 

3.54 million in 2022, at a growth rate of 4.7%.  

Riyadh’s employment CAGR is set to slow to 2.3% per annum between 2021 and 2030, down from 

4.1% between 2010 and 2021.  
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Source: Macrobond, Oxford Economics 

 

 

 

Breakdown of Employment by Economic Sector – Riyadh city 

The consumer services, Industry and public services sectors are the largest employment markets in 

Riyadh, accounting for 35%, 28% and 18% of total employment in 2021. 

The share of consumer services in total employment has been gradually increasing over time and is 

expected to follow the same trend going forward. The contribution rose from 24.7 in 2010 to 34.7 in 

2021 and is expected to reach 38% in 2030 according to Oxford Economics.  
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Source: Macrobond, Oxford Economics 

Total consumer spending - Riyadh (in SAR billion)  

According to Oxford Economics, consumer spending in Riyadh increased by 8.7%, to around SAR 292 

billion in 2021, compared to SAR 269 billion last year. The food & beverages sectors were the main 

drivers of this growth. More so, this relative outperformance is linked in part to the slight easing of 

lockdown restrictions, which boosted footfall across the Kingdom’s food and beverage outlets. 

Consumer spending in Riyadh is expected to remain on an upward trajectory over the coming years, 

reaching SAR 310 billion in 2023. The compound annual growth rate is expected to decelerate to 3.0% 

between 2021 and 2030 versus 3.7% between 2010 to 2021 (Oxford Economics). 

Housing is the biggest area of consumer spending and has seen its contribution gradually increase over 

time. 

Recreational and cultural goods and services accounted for 2.8% of total consumer spending as of 2021 

and is predicted to increase in the short to medium term. 

Consumer spending on restaurants and hotels amounts to 4.1% of total spending in 2021, and is 

expected to remain relatively unchanged by 2030. 

 

 Source: Macrobond, Oxford Economics 

 

Riyadh population 2010- 2030   

According to Oxford Economics, the population of Riyadh have reached 7.4 million in 2021. representing 

c. 81% of the total population of the Riyadh Region.  



 

 

 

 

Valuation Report prepared for SNB Capital │ Confidential 
KF Ref: KFV377-2022 │Valuation date: 31 December 2022 

Page 46 
 
 

 

   

 
 

 

Riyadh’s population is expected to grow at CAGR of 2.5% from 2021 to 2030, reaching 9.3 million by 

2030. A large and growing population, albite at a slower pace than previous years, will continue to drive 

demand for goods and services in the medium to long term.  

 

Source: GASTAT, Oxford Economics, Knight Frank Research 

Average household size – Riyadh 

Large average household sizes – over five people – is a trend that is observed across much of the 

Middle East and Africa region.  

The average household size in Saudi Arabia stood at 5.5 individuals in 2021, although the figure is 

higher for Riyadh at an average of 5.8 people per household. 

Usually, changes within average household sizes tend to be gradual, therefore the average household 

size for Riyadh combing Saudi and non-Saudi households is  expected to reach to 5.7 individuals by 

2030.  
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Total number of households - Riyadh 

Total number of households in Riyadh stood at c. 1.28 million in 2021. Between 2010 and 2021, the 

number of households increased at a CAGR of 3.0%. This growth momentum is expected to slow to 

2.7% between 2021 and 2030, driving the total number of households to reach an estimated 1.62 million 

by 2030.  

Based on these forecasts, it is estimated that 344,000 additional households will be formed in Riyadh 

between 2021 and 2030. 

 

Source: Macrobond, Oxford Economics 

Riyadh average household disposable income in SAR 
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Household income is a key determinant of affordability and consumer spending patterns. 

Average household personal disposable income in Riyadh stood at c. SAR 264,348 in 2021. Between 

2010 and 2021, the average household personal disposable income increased at a CAGR of 1.5%. It is 

expected that the Riyadh’s average household disposable income will remain relatively same between 

2021 and 2030, as highlighted in the adjacent graph. 

 

 

Riyadh number of household by income bands (as a & of total households) 

The number of households in Riyadh currently (2021) stands at approximately 1.28 million and is 

expected to grow to 1.62 million by 2030.  

As at 2021, the households in the income band of $35,000 - $70,000 accounted for the largest portion 

of households at 31.9%, marginally up from 31.9% a decade earlier.  

More so, as at 2021, the number of households in the income brackets above $35,000 accounted for 

65.9% of total households, up from 57.1% in 2010. This trend has primarily been driven by an decrease 

in the number of households in the $5,000 to $35,000 income band. 

The share of households earning over $100,000 has increased from 14% of households to 20.1% of 

households from 2010 to 2021 respectively. By 2030, this number is expected to remain relatively same.  
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Source: Macrobond, Oxford Economics 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


