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Kuwait: Real estate sales ease back in Q1 2024
with price rises remaining subdued

Having picked up at the end of last year, real estate sales dipped again in Q1 2024 as commercial sector
sales fell while other sectors were steady. Our overall real estate price index showed a modest year-on-year
rise, but prices in the residential sector eased slightly. Some of the softness in market activity in Q1 could
be due to seasonal factors, but while sales levels could improve going forward, we expect any pick-up in
2024 to be constrained by the sluggish economic climate, elevated interest rates and affordability issues in
the residential segment. Upside risks include a faster pace of interest rate cuts, stronger credit growth and
more rapid implementation of housing-related reforms.

Total sales in Q1 2024 declined by -9.5% q/q to KD697 million, having jumped 13.6% in Q4 2023. (Chart 1.)
However, in yearly terms, the decline in real estate sales continued to ease, suggesting that the trend of
steadying conditions across the sector following declines since mid-2022 remains intact.

Residential sales in Q1 24 were stable q/q at KD353 million, though the number of transactions, at 784, fell
during the quarter and remained at historically low levels. (Chart 2.) In addition to the factors mentioned
above, such low demand levels could be due to reduced speculation in the segment given low sentiment,
uncertainty over market reforms and improved yields on deposits resulting in delayed buying decisions.
Still, on a yearly basis residential sales saw their smallest decline since Q4 2021, supporting the view that
sales may have reached the bottom of the cycle.

' Chart 1: Real estate sales ' Chart 2: Residential sales
(KD million)
1,200 - & Resideriial r 1.200 1/000 1 o Residential Sales (KDmn, LHS) [ 3500
M Investment —Residential Transactions (No.)
1,000 - Commercial - 1,000 800 A - 2800
800 - L 800
600 - L 2100
600 - L 600
400 - - 1400
400 - - 400
200 L 200 200 4 7
0 - o) 0 - - 0
1019 1020 1021 1022 1023 1024 1Q20 1Q21 1022 1023 1Q24
Source: Ministry of Justice (MoJ) Source: ModJ

In the investment (i.e. apartment and apartment building) segment, sales were helped by a solid
performance in March though remained at moderate levels for the quarter and still fell 9% compared to the
same quarter in 2023. Transaction volumes dipped by 13.7% q/q with sales in Al-Ahmadi governorate (Al-
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Mahboulah) rising to acquire nearly 39% of total quarterly sales, partly offsetting transaction declines in
Hawalli and Al-Farwaneyah governorates. We note that housing rent inflation as recorded in the consumer
price index fell back to only 1.4% y/y in March from a peak of 3.2% in mid-2023, suggesting a lack of strength
in the apartment segment, while growth in credit to real estate firms, although improving a bit recently,
remained lackluster at 2.5% y/y in February. (Chart 3.) More positively, the recent resumption of family visa
issuance for expatriates (who account for most apartment demand) combined with relatively attractive
valuations within this segment compared to the residential sector, should provide some support for
demand going forward.

Commercial segment sales, which jumped in Q4 2023 on large deals, adjusted back down in Q1 and dipped
below their 2023 average quarterly levels. Most of the sales remained in Kuwait City and Hawalli
governorates. Transaction volumes also declined to their lowest level since Q2 2023, with average
transaction sizes declining by 26% q/q, pointing to a shift toward less luxurious or smaller size properties.

Investment segment price rises outpace residential sector in Q1 2024

Our overall real estate price index, which is calculated based on Ministry of Justice transaction data,
registered a marginal increase of 0.4% qg/q in Q1 2024, reversing the -0.9% q/q decline in the previous
quarter. (Chart 4.) The improvement came from a smaller decline in residential prices. On the other hand,
investment segment prices saw their second solid quarterly rise in a row (+2.7% q/q). On a yearly basis,
real estate price rises were little changed, rising by 1.4% in Q1 2024, with the investment segment (5.0%)
outperforming the residential segment (-1.4%), helping to close the valuation gap between the two.

' Chart 3: Credit to the real estate sector ' Chart 4: NBK real estate price index
(% y7y) (% y/y)
12 - - 12 30 - - 30
——Real estate price index ——Residential price index
10 1 r 10 25 1 Investment price index 25
8 8 20 - L 20
15 L 15
6 -6
10 L 10
4 - L4 »
5 - L5
2 L2
\ 0 1+—~ T T T -“|—1—v—v—v¥ve- (]
A
0 vu v 0 5 -5
-2 1 r -2 -10 A - -10
-4 -4 -15 -15
Feb-18 Feb-19 Feb-20 Feb-21 Feb-22 Feb-23  Feb-24 1Q20 1021 1022 1023 1024
Source: Central Bank of Kuwait Source: NBK estimates, MoJ

Rising existing housing applications

According to the Public Authority for Housing Welfare (PAHW), residential plot distributions eased during
Q12024 to 2,145 plots from 3,030 plots in the previous quarter. This was likely due to seasonality factors.
Distributions were focused in South Sa’ad Al-Abdullah city (N4), but overall numbers remained broadly in
line with historical levels. The city of South Sa'ad Al-Abdullah remains the main current source for
residential plot distributions, with 14,042 distributed so far out of 24,508 residential plots available under
the project. PAHW is also working on distributing 4,400 residential units in Taima and Al-Sulaibiya areas
while tendering the infrastructure works for seven districts in South Sabah Al-Ahmad city with total
residential units of 13,812. The number of outstanding applications for the government housing program at
the end of March rose by 0.8% q/q compared with a 4.6% increase in the previous quarter, to reach 96,090
applicants.
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' Table 1: Real estate sales
Quarterly . . o
Average Quarterly Sales/ Transactions Change in 1Q24, %
2022 2023 1023 2Q23 3Q23 4Q23 1Q24 q/q y/y
Sales (KD million) 907 709 714 672 678 771 697 -9.5 -2.3
Residential 482 357 363 358 355 353 353 0.1 -2.8
Investment 275 224 254 200 212 231 232 0.5 -8.9
Commercial 151 127 96 114 111 187 112 -39.9 16.9
Number of transactions 1,473 1,074 1,085 1,029 1,045 1,137 1,065 -6.3 -1.8
Residential 1,091 760 760 729 740 810 784 -3.2 3.2
Investment 342 285 306 280 254 300 259 -13.7 -15.4
Commercial 40 29 19 20 51 27 22 -18.5 15.8
Average transaction Value (KD ‘000) 616 660 657.9 653.1 649.2 678 655 -3.4 -0.5
Residential property 442 470 478 491 479 436 450 3.4 -5.8
Investment 803 787 831 715 836 769 895 16.4 7.7
Commercial 3,745 4,348 5061 5,704 2,185 6,929 5,110 -26.2 1.0
Source: Ministry of Justice, NBK calculations
' Table 2: NBK real estate price index*
Weight
(100=2019) @/q vy
1Q23 2Q23 3Q23 4Q23 1Q24 1Q23 2Q23 3Q23 4Q23 1Q24
RE price index 100 0.5 -0.4 2.4 -0.9 0.4 4.7 1.4 -0.9 15 14
Investment 45.5 2.1 -0.2 -0.8 3.7 2.3 0.3 3.8 -2.3 4.8 5.0
Apartment 7.2 -1.1 -1.0 25 2.7 0.3 3.9 3.5 54 2.3 -0.9
Building 69.9 2.7 -0.5 -1.1 5.7 2.7 -1.6 3.0 -3.1 6.9 6.8
Plot 22.9 0.9 1.3 -0.6 2.4 1.3 7.3 7.0 -1.9 -0.8 -0.3
Residential 54.5 -0.7 -0.6 4.8 -4.3 -1.1 8.4 -0.3 0.2 -1.1 -1.4
Home 62.4 0.3 -1.9 3.9 -3.5 -1.1 15.5 2.2 1.2 -1.3 -2.8
Plot 37.6 -2.0 0.9 6.0 -5.2 -0.9 1.1 -3.0 -1.1 -0.7 0.3

Source: Ministry of Justice, NBK calculations
*The NBK real estate price index is based on a dataset of real estate transactions available at the Ministry of Justice website. The index is calculated
on a quarterly basis by type of real estate for all governorates. The methodology is based on a fixed-weight Laspeyres type with the base year 2019.
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