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Riyadh
Market Summary

The office sector saw a further but 
modest decline in both occupancies 
and rentals. The office space within 
King Abbdullah Financial District 
remains on hold, with no date set 
for completion, which is maintaining 
occupancy levels and rents in the 
prime existing buildings. The market 
will likely witness further declines 
upon the eventual introduction of the 
significant volumes of office space 
in KAFD and private developers are 
reluctant to build additional office 
space in the current climate. 
The residential sector has 
experienced further downward 
pressure, particularly in the rental 
sector as a result of continued 
expatriate departures and increased 
charges on dependents. The 
affordable sector of the market has 
however witnessed more activity 
as a result of the ongoing efforts by 
the Ministry of Housing to increase 
home ownership from 47% to 52% 

by 2020, in line with the National 
Transformation Program. The 
majority of the new projects being 
delivered by the Ministry of Housing 
focus on off-plan sales to increase 
affordability. By selling off-plan, 
developers receive direct payments 
from buyers, dispensing the need 
for interest-laden loans from banks, 
which are then reflected in unit prices.   
The retail sector saw little change 
in headline rents over Q3 and 
vacancy levels also remained 
relatively stable.  With retail sales 
continuing to increase, this could 
be the first sector of the Riyadh 
market to recover.  Shoppertainment 
remains a key concept in the retail 
industry with increasing demand 
from entertainment, leisure and 
F&B tenants. 
The hotel sector has seen 
performance indicators 
weaken compared to 2016.  

While occupancies might have 
bottomed out and are stabilizing, 
ADRs are likely to continue to 
soften over the next 12 months with 
increased use of virtual and hybrid 
meetings reducing business travel.  
Over the medium term, the hotel 
market in Riyadh is likely to benefit 
from new spending on tourism and 
entertainment and the subsequent 
growth of leisure travel.
While the development market has 
been subdued, there remains strong 
growth in the investment sector, 
with 2 new REIT’s listed on the Saudi 
Arabian stock market (Tadawul) 
during Q3 2017. The Maather REIT 
and Musharakah REIT bring the total 
to six listed REITs, joining the Riyadh 
REIT, Jazeerah Mawtin REIT, Jadwa 
Haramin REIT and Taaleem REIT.  
A number of these REIT’s are currently 
seeking to acquire additional 
properties in Saudi. 

All real estate sectors continued to soften over Q3 2017, although the pace of 
growth appears to be slowing as parts of the retail and hotel sector approach 
the bottom of their current cycle.

Riyadh Prime Rental Clock

* Hotel clock reflects the movement of RevPAR
Note: The property clock is a graphical tool developed by JLL to illustrate where a market sits within its individual rental cycle. These positions are not necessarily representative of invest-
ment or development market prospects. It is important to recognise that markets move at different speeds depending on their maturity, size and economic conditions. Markets will not 

always move in a clockwise direction, they might move backwards or remain at the same point in their cycle for extended periods.
Source: JLL
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Office

Supply

Q3 2017 witnessed the completion 
of approximately 67,000 sq m of 
office space including Administrative 
Palaces by Ajlan (32,000 sq m), the 
office portion of Square 6 by Al 
Habdan (21,000 sq m), Oud Square 
by Al Hudaib (5,700 sq m) and the 
office portion of the Residence (4,600 
sq m) and the Wahat At Tafaseel 
(4,000 sq m). There are no further 
major completions expected over 
Q4 2017, with the only scheduled 

delivery being the office portion of 
the Edhafah Tower (9,000 sq m).

The level of new supply is expected 
to increase significantly, with around 
650,000 sq m currently scheduled to 
complete in 2018, including Majdoul 
Tower (75,000 sq m), Ar Rajhi Tower 
(30,000 sq m), Cayan Mefic Center 
(12,000 sq m) and Malathek 1 (20,000 
sq m). Some of these projects are 
however likely to be delayed until 

2020 and even further. Moreover, 
there is several hundred thousand 
sq m of office space within the King 
Abdullah Financial District remaining 
on hold, with no set completion date.  
This space could be delivered to the 
market in a relatively short time of 
construction recommencing. 

Current Supply (2014 – Q3 2017) Future Supply (2017 – 2019)

Hot Topic
Demand for office space from International corporate tenants has declined over the past year, as spending on major 
infrastructure and development projects has been scaled back or delayed. Actual government spending Kingdom-
wide during H1 2017 decreased 2% compared to H1 2016 to reach around SAR 381 billion, down from SAR 388 billion 
according to the Ministry of Finance. Workers compensation decreased 3% during the same period to reach nearly 
SAR 197 billion, down from SAR 202 billion. Future demand for office space will be heavily dependent on the upcoming 
2018 budget expected in December 2017 and the potential recommencement of some of the public projects in Riyadh. 
The Ministry of Finance has indicated that the upcoming budget will be expansionary, which will likely have a positive 

impact on demand for office space. 
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Office
Performance
Vacancies have increased by 1% over 
the past year, to reach 16% in Q3 2017. 
Vacancies are expected to increase 
slightly further in the next 12-months, 
with soft demand and further supply 
in the pipeline.

Rents have decreased 4% over the 
past 12 months, to reach an average 
of SAR 1,244 per sq m. Demand for 

space has shifted from new, shell and 
core offices to fitted-out (previously 
occupied) offices, as occupiers seek 
to reduce capital expenses. Prior to 
the toughening economic conditions, 
most tenants preferred new office 
space that could be fitted-out 
according to their own branding. 
While they still have to pay key money 

to cover the fit out, the cost of buying 
the existing furniture and fittings is 
generally below that of purchasing 
new items.

Rents are expected to continue to 
soften for the foreseeable future as 
supply continues to outpace demand.

Outlook
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Residential

Supply

There were no major completions 
in the Riyadh market during Q3 
2017, with the only deliveries being 
approximately 5,000 villas and 
apartments in small scale standalone 
projects scattered across the city. 
This brings the total residential 
stock to 1.17 million units. Nearly 
6,000 units are expected to enter 
the market by the year-end, but 

experience suggests that at least 
1,000 of these units will be delayed 
until 2018.  A further 46,000 units are 
currently scheduled for delivery in 
2018/2019, with most of these units 
being built and sold on an off-plan 
sale basis in partnership with the 
Ministry of Housing. In addition, the 
construction of a number of medium-
and-high-rise residential projects 

remains ongoing, including Rafal 
Living (350 units), Damac Esclusiva 
and Paramount (around 440 units), 
Meem Tower (48 units) and Raidah 
Digital City (around 2,100 units). 

Current Supply (2014 – Q3 2017) Future Supply (2017 – 2019)

Hot Topic
The Ministry of Housing distributed almost 18,000 affordable residential products in Riyadh during Q3 2017, including 
off-plan residential units (9,500 units), cost-free developed residential land plots (1,100 plots) and subsidized hous-
ing loans (6,900 loans). The Ministry is targeting assistance to 280,000 families across the Kingdom in 2017 of which 
185,000 have been allocated as at Q3 (leaving 95,000 pending for the rest of the year). The Ministry has announced its 

intention to publish details of this allocation monthly on a city by city basis.
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Residential
Performance
The number of apartment sales 
increased 39% and villas 7% Y-o-Y 
according to the Ministry of Justice. 
This growth in the volume of sales 
has however been accompanied by 
lower price levels. Apartment sale 
prices declined 4% and villas 5% 
Y-o-Y. Apartments have generally 
performed more strongly than 
villas, as declining purchasing 
power has seen a continued shift in 

demand from villas to apartments 
(bearing in mind that apartment 
supply was relatively low). The 
expansion of the various Ministry of 
Housing affordable Public Private 
Partnerships; difficulties in raising 
financing; expected taxation and 
subsidy cuts on energy prices; have 
together resulted in more private 
developers working with the Ministry. 

The market witnessed a decline in 
villa rents by 4% and apartments 
by 6% Y-o-Y due to rising vacancies 
resulting from the departure of some 
expatriate dependents. This has 
reduced demand for larger units 
and allowed more room for rental 
negotiations by existing tenants 
(including Saudi households) adding 
downward pressure on rents. 

Villas
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Retail

Supply

Approximately 44,000 sq m 
of additional retail space was 
completed during Q3 2017, including 
Square 6 (21,000 sq m), Welfare 
Center (14,700 sq m), the retail 
portion of Oud Square (6,000 sq m) 
and the retail portion of the 
Residence (2,000 sq m). The majority 
of this additional supply falls under 
the category of convenience, 

community and neighborhood 
centers, which marks a new trend 
in the market. The supply pipeline 
is moving towards northern Riyadh, 
reflecting the city’s expansion in 
this direction. 

The market is expected to witness 
additional completions by the year-
end including Elite (11,000 sq m), 

Dheyafah (9,100 sq m), Turki Square 
(2,400 sq m) and Adh Dhahiah Center 
(2,200 sq m). Looking ahead, notable 
completions in 2018 will likely 
include Qurtuba Boulevard  
(72,000 sq m) and Reef Commercial 
Center (11,000 sq m).

Current Supply (2014 – Q3 2017) Future Supply (2017 – 2019)

Hot Topic
The growing participation by women in the workforce and plans to allow women to drive from next year (a previous 
barrier to employment) will likely increase the spending power of women in Saudi resulting in increased demand for 
retail space.  While total employment among Saudi females in Riyadh increased 1% Q-o-Q to reach almost 397,000, 
unemployment remains high among Saudi females in Riyadh (28.5%). The employment of expatriate women working 
in Riyadh stayed unchanged Q-o-Q standing around 105,000. Nearly 30,000 women participated in the recent Glowork 
event, dedicated to job creation for women in Riyadh. Landmark Arabia (who currently employ around 15,000 
employees in their retail stores around KSA), have announced plans to hire a further 6,000 females, which would 

increase their ratio of female employees from 25% to 40%.
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Retail
Performance

Rents remained largely stable during 
Q3 2017, with declining marginally 
in both the community (-3%) and 
regional (-1%) sectors of the market 
over the past year.

Vacancies in shopping centers 
remained unchanged at 9% on 
both a Y-o-Y and Q-o-Q basis, 
while vacancies in strip retail have 
continued to increase. Given the 
significant upcoming supply, 

vacancies are expected to increase 
across the market over the next 12 
months, although the expanding 
shoppertainment segment may 
occupy more space and help offset 
this trend. 

Retail sales continue to increase. The 
latest data from SAMA shows a 32% 
YT August increase in the number of 
point of sales transactions compared 
to the same period from last year, 

and a 7% increase of the value of 
transactions during the same period. 
This increase is due to a combination 
of the public allowances 
reinstatement, summer holiday 
spending and rising competition 
among the retailers in terms of price 
discounts. This comes as good news 
to the retail sector as it will likely 
result in more demand for space. 

12-month 
Outlook

9%
Q3 2016 Q3 2017

Va
ca

nc
y 

Ra
te

9%

C
ha

ng
e 

in
 A

ve
ra

ge
 R

en
ts

Regional Community

Q-o-Q Y-o-Y
0% -1%

Q-o-Q Y-o-Y
0% -3%

12-month 12-month 
OutlookOutlook

Riyadh Real Estate Market Overview |  Q3 2017 9



Hotel

Supply

The market witnessed two 
completions during Q3 2017 
including Centro Waha (290 keys) 
and Swiss Spirit Hotel & Suites 
Metropolitan (80 units), confirming 
the commitment of private 
developers and international 
operators to the city. Both of these 
hotels are situated on the northern 
commercial strip (between King 
Fahad Road and Olaya Street). This 
brings the total quality hotel rooms 

stock to 12,200 keys. Compared 
to same period last year, Riyadh’s 
hospitality supply has grown by 8%, 
showing the recent supply growth in 
this sector. 

Approximately 1,300 keys are 
expected to enter the market over 
the last quarter of the year including 
Crowne Plaza in Ar Raidah Digital City 
(386 keys), Fairmont Riyadh Business 
Gate (298 keys) and Hilton Riyadh 

Hotel & Residences in Ghirnatah 
business Park (645 keys), however 
some of these projects may delay 
opening to 2018. In the serviced 
apartment segment, Edafah Fraser 
Suites (95 serviced apartments) has 
pushed back its soft opening from Q3 
2017 to 2018. Radisson Blu Hotel & 
Residence, situated in the Diplomatic 
quarter, will likely complete in Q1 
2018, with 110 units.

Current Supply (2014 – Q3 2017) Future Supply (2017 – 2019)

Hot Topic
The Riyadh hotel market remains heavily dependent upon business travel. This is however changing, with 2017 
marking a record year for mega-project announcements in the tourism sector in the Kingdom. Announced projects 
such as the SAR 10 billion (USD 2.6 billion) entertainment company, demonstrate the strong commitment of the 
Saudi government to position the tourism sector as a key driver for diversifying the economy away from oil. The new 

company plans to invest in an major entertainment complex near Riyadh that will open by 2019.

The capital city of the Kingdom hosts a large number of governmental institutions and is therefore central to the 
long-term diversification process. These economic ambitions are expected to benefit the hospitality sector in the 
city on the long-term. However, the recent increase in the supply combined with reduced corporate travel over the 

summer is keeping occupancy rates at a relatively low level.
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Hotel
Performance
Low oil prices have put the corporate 
sector of the hospitality sector 
under pressure across the GCC over 
the past 2 years. Riyadh hospitality 
sector, which relies heavily on the 
business travellers, has been further 
impacted by this trend. The recent 
increase in the supply has also 
had a negative impact on YT date 
performance. The hotel sector in 

Riyadh continued to soften in Q3 
2017. ADRs decreased 12% YT August 
to reach USD 185, down from USD 
209 last year. Occupancies also 
declined 4% YT August to reach 52%, 
down from 56%. 

RevPAR decreased 17% YT August to 
reach USD 97 down from USD 117 last 
year. Those declines were the result 

of the decline in business travel and 
the impact of Ramadan falling earlier 
in the year. The reduction in public 
spending, declines in oil prices and 
growth of virtual and hybrid meetings 
have all combined to reduce the 
demand for business travel. 
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Definitions
12 O’clock

6 O’clock

9 O’clock

Indicates a turning point
towards a market consolidation /
slowdown. At this position, the
market has no further rental growth
potential left in the current cycle,
with the next move likely to be
downwards.

Indicates a turning point
towards rental growth. At this
position, we believe the market has
reached its lowest point and the
next movement in rents is likely to
be upwards.

Indicates the market has
reached its point of fastest
decline. While rents may continue
to decline for some time, the rate of
decrease is expected to slow as
the market moves towards a period
of rental stabilisation.

Indicates the market has
reached the rental growth peak,
while rents may continue to
increase over coming quarters the
market is heading towards a period
of rental stabilisation.

3 O’clock
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Definitions
The supply data is based on our quarterly survey of the Grade A and B 
office space located in CBD, North and East Ring roads, Khurais, Mazer, 
and Sitteen Streets. Completed building refers to a building that is handed 
over for immediate occupation.

The rents shown in the office performance graphic, represent the average 
of Prime, Grade A and Upper Grade B office space. Prime Office Rent 
represents the top open-market rent that could be expected for a notional 
office unit of the highest quality and specification in the best location in a 
market, as at the survey date (normally at the end of each quarter period). 
The Prime Rent reflects an occupational lease that is standard for the 
local market. It is a face rent that does not reflect the financial impact of 
tenant incentives, and excludes service charges and local taxes. Vacancy 
rate is based on estimates from the JLL  Agency team.

Classification of Retail Centers is based upon the ULI definition and based 
on their GLA:
Super Regional Malls have a GLA of  above 90,000 sq m 
Regional Malls have a GLA of 30,000 – 90,000 sq m 
Community Malls have a GLA of 10,000 - 30,000 sq m 
Primary Malls are the good performing malls with high levels of turnover. 
Secondary Malls are the average performing malls with lower levels of 
turnover.
Rent represents the average quoted average rent for line stores in  the 
major  shopping malls in Riyadh.
Vacancy rate is based on estimates from the JLL Retail team, and repre-
sents the average rate across standard in line unit shops at regional malls.

The supply data is based on the National Housing Census (2010) and 
our quarterly survey of major projects and stand alone developments in 
selected areas of Riyadh.

Completed building refers to a building that is handed over for immediate 
occupation.

Residential performance data is based on two separate baskets one for 
rentals in villas and apartments and another basket for sales performance 
for both villas and apartments in selected locations across Riyadh.

Hotel room supply is based on existing supply figures provided by Saudi 
Commission for Tourism and Antiques as well as future hotel develop-
ment data tracked by Jones Lang LaSalle Hotels. Room supply includes 3, 
4 and 5 star hotel rooms but excludes serviced apartments.
Performance data is based on a monthly survey of hotels conducted by 
STR Global.

Office

Retail

Residential

Hotel
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Riyadh
Abraj Attawuniya
17th Floor, South Tower
King Fahad Road
PO Box 13547
Riyadh 11414
Saudi Arabia
Tel: +966 11 218 0303
Fax: +966 11 218 0308

For questions and inquires about the KSA real estate market, please contact:

Dana Williamson  
Head of Offices & Business 
Space
MENA
dana.williamson@eu.jll.com

Craig Plumb  
Head of Research
MENA
craig.plumb@eu.jll.com

Andrew Williamson  
Head of Retail
MENA
andrew.williamson@eu.jll.com

Fayyaz Ahmad
Director, Advisory
KSA
fayyaz.ahmed@eu.jll.com

Marko Vucinic
Senior Vice President, Acting 
Head of Hotels & Hospitality 
Group 
MEA
marko.vucinic@eu.jll.com

Mohamd Alkhateeb
Analyst
KSA
mohamd.alkhateeb@eu.jll.com

Eng. Ibrahim Albuloushi  
Country Head
KSA
Ibrahim.AlBuloushi@eu.jll.com
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