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Management Statements 

It is our honor to present 2019 semi-annual report of 
SEDCO Capital REIT to the Unitholders which includes 
main activities, achievements, operational results and 
general views with regards to the REIT portfolio along with 
highlights of the interim financial statement for the period 
ended 30 June 2019.

SEDCO Capital REIT current portfolio comprises of 11
underlying income generating assets geographically 
diversified in Eastern province 45%, Jeddah 37% and 
Riyadh 18%. Furthermore, the portfolio enjoys sectoral 
diversification by having Entertainment Sector being 37% 
of the portfolio, 33% office, 20% retail, 6% Residential and 
4% Hospitality. The occupancy rate stood at 92% with 
67% of the properties being single tenant with long term 
leases permitting for stability, while 33% of the properties 
are leased to multi-tenanted with multiple lease 
agreements providing growth potential. The weighted 
average lease expiry (WALE) stood at 5.6 year.

The average value of the Fund’s property portfolio, as 
priced by two independent valuers, was estimated at SAR 
1,047 million, raised by 1.47% compared to total purchase 
price. The equity per unit at fair value has slightly 
decreased and reached SAR 9.9039 compared to SAR 
10.0347 in December 2018.

In terms of major contractual lease escalations for the 
portfolio, there are upcoming contractual lease escalations 
of 33.3% and 5.9% and 5.3% in 2020 for the properties 
leased to Banque Saudi Fransi, Burj Hayat and Panda 
Rayyan respectively which expect to contribute positively 
in providing sustainable distribution to unit holders. 

In terms of dividend distribution, the Fund announced a 
dividend distribution of SAR 0.330 per unit amounting to 
SAR 19,800,000 for the period from 1st January 2019 to 
30th June 2019. Accordingly, the dividends for the first half 
of 2019 increased to 6.60% on an annual basis as a result 
of recent acquisitions* compared to 2018 dividend 
distribution of 6.1% on annual basis, which indicate an 
improvement on the target yield of 6.1% per annum. 

In line with the Fund's strategy, the Fund manager started 
enhancing Al Khalidiya Business Centre, by constructing a 
parking building and additional leasing space for the 
center at a cost of SAR 16 million: adding value to the 
property. 

In accordance with the Fund's cash management strategy, 
the Fund has invested the cash available in Shariah-
compliant Murabaha resulting in profits of SAR 842,317 
during the period from 1 January 2019 to 30 June 2019. 
Furthermore, the Fund successfully claimed SAR 15.9 
million from General Authority of Zakat and Tax (GAZT), 
which represent part of the Value Added Tax (VAT) paid for 
the recent acquisitions*. The Fund manager intends to use 
this amount to rebalance the financing value, which is 
expected to have a positive impact on the Fund’s financial 
results.

Finally, we would like to thank you for your trust and we 
remain committed to efficiently mange our properties and 
proactively address operational risks and capitalize on any 
growth opportunities that will add value to the Fund’s 
portfolio. 

*The recent acquisitions refer to the property of Banque Saudi Fransi, Al Hokair Time, 
Banda El Rayyan and Ajdan Walk

Based on our interest alignment 
philosophy, we efficiently operate with 
market conditions striving to reach the 
targeted performance fee

Sherif Selim                                 
Head of International & Regional Real Estate

”
“
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Fund Factsheet

Fund Size Upon Listing SAR 600 million

Number of Units Listed 60 million units

Fund Currency Saudi Riyals (SAR)

Headquarters Kingdom of Saudi Arabia

Operation Date 1 April 2018

Date of listing the Fund in 
TADAWUL

1 May 2018

Fund Term
99 (ninety-nine) years 
following the date of listing

Target Dividend 6.1%

Actual Dividend as of 
Reporting Date (on an annual 
basis)

6.6%

Fund Name

SEDCO Capital REIT Fund is a public closed-ended 
Shariah compliant traded real estate investment fund, 
established in accordance with the laws and regulations 
applicable in the Kingdom of Saudi Arabia and complies 
with the regulations and instructions of the CMA.

• Re-invest the annual retained earning (10% of total 
annual income) and capital gains from property sales 
in developed and ready to use assets in order to 
generate regular rental income, upon distribution of at 
least 90% of the Fund's net profit as throughout the 
term of the Fund to the Unitholders.

• Invest in low-performing assets, but promising, as the 
Fund Manager sees in view of their location or 
structural and design characteristics, in order to 
increase their operational efficiency and raise their 
rates of return more than those generated at the time 
of acquisition by modifying one or some of the 
characteristics such as design, leasing strategies 
associated with tenant mix and lease price, and 
reasons for use.

• Invest no more than 25% of the Fund’s total assets 
value, according to the latest audited financial 
statements, in the real estate development activities, 
whether owned by the Fund or not, or to renovate or 
redevelop those assets.

Fund Objectives and Dividend Policy

Acquire developed and ready to use properties in order to 
generate regular rental income and distribute at least 90% 
of the Fund's net profit to the Unitholders throughout the 
term of the Fund. Dividend will be paid out within 30 
business days following the end of June and December of 
each calendar year, excluding capital gains from the sale 
of assets which may be reinvested for acquiring assets for 
the interests of Unitholders.

Assets Targeted by the Fund for Investment

The Fund intends to achieve its objectives and enhance 
the value of shareholders' capital by:

• Investing in developed and ready to use properties in 
order to generate regular rental income.

Fund Updates

• The occupancy rate of the portfolio stood at 92% 
which represents a decline by 2% versus 94% in 31 
December 2018.

• Whitecubes and ValuStart valuated SEDCO Capital 
REIT properties at 30 June 2019.

• Fund’s cash balance amounted to SAR 36,814,408 as 
of 30 June 2019, including rent received. Part of the 
balance will be used for dividend distribution during 
the year 2019.

• The Fund has invested the cash available in Shariah-
compliant Murabaha resulting in profits of SAR 
842,317 during the period from 1 January 2019 to 30 
June 2019.

• In line with the Fund's strategy, the Fund manager 
started enhancing Al Khalidiya Business Centre, by 
constructing a parking building and additional leasing 
space for the Center at a cost of SAR 16 million: 
adding value to the property. 
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20%
Retail

4%
Hospitality

33%
Offices

6%
Residential

37%
Entertainment12%

Al Rawdah Business Center

3%
Banque Saudi Fransi Building

14%
Al-Khalidiya Business Center

8%
Hyper Panda, Riyadh

7%
Al Jazeera Residential Compound

4%
Al Hayat Tower

6%
Public Prosecution Building

4%
Hyper Panda, Jeddah

3%
Al Hokair Time

6%
Hyper Panda, Dammam

33%
Ajdan Walk

Sectoral Diversification of the PortfolioAssets Allocation

Eastern 
Region

Jeddah

Riyadh

Hyper Panda, Hamdaniya
Public Prosecution Building
Al Rawdah Business Center
Al-Khalidiya Business Center

Al Hayat Tower
Hyper Panda
Al Jazeera Residential Compound

Banque Saudi Fransi Building
Hyper Panda, Al-Rayyan
Al Hokair Time
Ajdan Walk

45%

18%

37%

Fund Assets
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Geographical Diversity
The Fund's assets diversified across Riyadh 18%, Jeddah 37% and Eastern Province 45%.
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Description
Hotel apartments located on Ka'ab Bin Malik Street, Al 
Maathar District, Riyadh

Sector Hospitality

Land Area/m² 1,495

Building Area/m² 6,574

Occupancy Rate 100%

Annual Income SAR 3,400,000

Tenant Dar Al Masarat Arabia Company Limited
Weighted Average 
Lease Expiry 5.5 years

Description Hypermarket in Riyadh - Ishbilliai District Branch

Sector Retail

Land Area/m² 23,604

Building Area/m² 10,784

Occupancy Rate 100%

Annual Income SAR 5,822,670

Tenant Al Azizia Panda United Company
Weighted Average 
Lease Expiry 9.0 years
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Fund Assets - Riyadh

Description
Residential compound located in the center of Riyadh on 
Mashaja Bin Saud Street, Sulaymaniyah District

Sector Residential Sector

Land Area/m² 20,758

Building Area/m² 12,696

Occupancy Rate 93%

Annual Income SAR 6,521,000

Tenant Multi-Tenants
Weighted Average 
Lease Expiry 0.4 years
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Description
Hypermarket is located in Hamdaniya Street, Al-
Hamdaniya District, Jeddah

Sector Retail

Land Area/m² 13,686

Building area/m² 5,858

Occupancy Rate 100%

Annual Income SAR 2,845,151

Tenant Al Azizia Panda United Company
Weighted Average 
Lease Expiry 8.7 years

Description
A commercial/office center located in Prince Saud Al 
Faisal Street, Al Rawdah District

Sector Office sector

Land Area/m² 2,463

Building Area/m² 17,526.74

Occupancy Rate 69%

Annual Income SAR 7,303,608

Tenant Multi-Tenants
Weighted Average 
Lease Expiry 1.2 years

Description
A commercial/office center located on Prince Sultan 
Street, Al Khalidiyah District, Jeddah

Sector Office sector

Land Area/m² 7,903

Building Area/m² 24,876.51

Occupancy Rate 74%

Annual Income SAR 9,888,920

Tenant Multi-Tenants
Weighted Average 
Lease Expiry 2.6 years
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Fund Assets - Jeddah

Description
The Public Prosecution Building, located on the 
Rahmaniya Road, Al-Rayyan District, Jeddah

Sector Office sector

Land Area/m² 4,767

Building Area/m² 19,342.1

Occupancy Rate 100%

Annual Income SAR 5,500,000

Tenant Saudi Commission for Investigation and Prosecution (Public 
Prosecution)

Weighted Average 
Lease Expiry 

2.7 years (according to the lease terms, the contract is 
under renewal for a similar period)
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Description
Panda Hypermarket is located on Imam Ali Bin Abi Talib, Al 
Rayyan District, Dammam

Sector Retail

Land Area/m² 18,145

Building Area/m² 9,800

Occupancy Rate 100%

Annual Income SAR 4,966,761

Tenant Al Azizia Panda United Company

Weighted Average 
Lease Expiry 5.6 years

Description
A building leased Banque Saudi Fransi located on Imam Ali 
Bin Abi Talib, Al Rayyan District, Dammam

Sector Retail Sector

Land Area/m² 5,191

Building Area/m² 879

Occupancy Rate 100%

Annual Income SAR 1,500,000

Tenant Banque Saudi Fransi
Weighted Average 
Lease Expiry 6.4 years
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Fund Assets - Dammam

Description Al Hokair Time is located on the east coast of Dammam

Sector Entertainment sector

Land Area/m² 5,156

Building Area/m² 3,326

Occupancy Rate 100%

Annual Income SAR 2,200,000.

Tenant
Abdulmohsen Al-Hokair Group for Tourism and 
Development Company

Weighted Average 
Lease Expiry 17.9 years

A
l H

o
ka

ir
 T

im
e 

C
en

te
r

Description Ajdan Walk is located on Prince Turki Street in Al Khobar

Sector Entertainment / Office sector

Land Area/m² 16,966

Building Area/m² 32,212

Occupancy Rate 100%

Annual Income SAR 25,000,000

Tenant AlOula Real Estate Development Company

Weighted Average 
Lease Expiry 9.6 years 
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Fair value vs. Purchase Price

The fair value of the Fund's assets at the end of June 2019 raised by 1.47% to reach SAR 1,047 million, based on the average 
valuation of two independent accredited real estate valuers, ValuStrat and Whitecubes, compared to the total purchase cost of
assets of SAR 1,031 million excluding transaction costs.
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* Purchase price does not include acquisition costs

Summary of leased and non-leased Assets, Occupancy Rate, and Weighted Average Lease Expiry (WALE)

Property Leased/non-leased Occupancy WALE

Al Hayat Hotel Apartments Tower Leased 100% 5.5 years

Hyper Panda - Riyadh Leased 100% 9.0 years

Al Jazeera Residential Compound Leased 93% 0.4 years

Public Prosecution Building Leased 100% 2.7 years

Al-Khalidiya Business Center Leased 74% 2.6 years

Hyper Panda - Jeddah Leased 100% 8.7 years

Al Rawdah Business Center Leased 69% 1.2 years

Building leased to Banque Saudi Fransi Leased 100% 6.4 years

Hyper Panda – Dammam Leased 100% 5.6 years

Al Hokair Time Leased 100% 17.9 years

Ajdan Walk Leased 100% 9.6 years

All Assets are leased and income generating 92% 5.6 years
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Dividend Distributions

The Fund Manager intends to distribute semi-annual cash dividends to investors of no less than 90% of the Fund's net profit
within 30 calendar days following the end of June and December of each calendar year, excluding the capital gains arising
from the sale of assets which may be reinvested in additional assets for the interests of Unitholders.

Cash dividends increased during 2019 to reach 6.6% on annual basis compared to 6.1% on annual basis in 2018.

Since listing, the Fund has distributed the following CoC dividend:

* Annual basis

Portfolio Occupancy Rate

The occupancy rate of the portfolio stood at 92% which represent a decline of 2% compared to the occupancy rate as of 31 
December 2018.

92%
Occupancy Rate

6.1%*

Dividend for the period 
from 1 October 2018 to 

31 December 2018

May 1st, 2018
listed in Tadawul 

Dividend for the period 
from 1 July 2018 to 30 

September 2018

Dividend for the period 
from 1 April 2018 to 30 

June 2018

6.1%*6.1%*Listing

Transactions with related parties

The Fund Manager has transactions with related parties summarized as follows:

• The rental of units at Al Khalidiya Business Center.
• Maintenance and operation contracts for three of the Fund's properties.

Rents with related parties represent 3.28% of total fund revenues whereas maintenance contracts account for 8.36% of total
fund expenses. The Fund Manager confirms that all these transactions and contracts have been based on the principle of
equality among all customers and without any preference.

Related parties are:

• Arabian Entertainment Co., Ltd
• Al - Mahmal Facilities Services Company
• Tazweid Talent Co.

10

6.6%* 6.6%*

Dividend for the period 
from 1 January 2019 to 

31 March 2019

Announcement of 
Dividend for the period 
from 1 April 2019 to 30 

June 2019

June 2019 Report



46%

Indicator As of 31 
December 2018

As of 30 June 
2019

Operating 
expenses

6,132,619 3,462,192

Management fees 4,464,019 3,010,409

Finance fees 1,379,771 13,786,670

Professional fees 762,607 164,335

Other costs 635,567 176,498

Depreciation and 
amortization

7,948,748 8,071,728

Total expenses 21,323,331 28,671,832

Period Total return

Since Inception 6.30% (on an annual basis)

One Year 6.35% (on an annual basis)

Three Years N/A

Five Years N/A

2018 2019

Total Return
6.1% (on an annual 

basis)
6.60% (on an annual 

basis)

Financial performance

Services, fees and commissions charged to the 
Fund throughout the year

Performance record

Leverage

An amount of SAR 504.9 million* has been used to finance 
the acquisition of properties located in Dammam and Al 
Khobar, Banque Saudi Fransi Building, Al Hokair Time, 
Hyper Panda and Ajdan Walk.

11

Special commissions received by the Fund Manager

The Fund Manager has not received any special 
commission during the period.

* For Financial Statement and IFRS reporting requirements, the 
financing amount equates SAR 499.01 million and the leverage 
ratio equates 45%.
The difference is resulted from deducting loan transaction costs of 
approximate SAR 7.5 million and adding accrued loan fees of 
approximate SAR 0.9 million.

Fund Size As of 31 Dec 2018 As of 30 Jun 2019

Net market value of the Fund's assets at the end of the financial year (Fair Value) 602,081,783 594,236,428

Net market value of the Fund's assets per unit at the end of the financial year (Fair Value) 10.0347 9.9039

Net market value of the Fund's assets at the end of the financial year (Book Value) 578,983,917 569,102,209

Net market value of the Fund's assets per unit at the end of the financial year (Book 
Value)

9.6497 9.4850

Highest net asset value per unit for each financial year (Fair Value) 10.0347 9.9039

Lowest net asset value per unit for each financial year (Fair Value) 9.8281 9.9039

Income distribution per unit 0.4575 0.33

Percentage of expenses borne by the Fund 3.54% 4.82%

Net Income 6,433,917 9,918,292

Distribution Yield (based on market traded price) 5.72% 4.14%
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Topics discussed and resolutions issued by the fund board

12

RESOLUTIONSTOPICSDATE
• Approve implementing the value-add measures undertaking in KBC 

with a total budget of SAR 16 million. That includes: 
o execute a centralized gas system 
o Appoint the contractors
o Lease the adjacent land and utilize as a temporary parking lot 

for KBC tenants

Alkhaldiyah Business Center proposal15 January 2019

• The Fund’s Board of Directors approved the draft of the audited 
financial statements prepared by an external auditor for the period 
from 1 April 2018 to 31 December 2018.

• Draft of Audited Financial Statements20 March 2019

• The Fund’s Board of Directors approved a dividend distribution for 
the first quarter ended 31 March 2019.

• Dividend Distribution 26 March 2019

• Approve hiring an agent to handle mortgaging the title deeds owned 
by the fund to Al Rajhi Bank.

• Mortgaging the Title Deeds 2 April 2019

• The Fund’s Board of Directors approved the annual fund board 
report.

• Mr. Samer Abu Aker signs the end of year financials as an 
authorized member on behalf of the Fund Board of Directors

• Annual Fund Board Report

• Signing the Audited Financial Statements 

16 May 2019

• The Fund’s Board of Directors approved a dividend distribution for 
the second quarter ended 30 June 2019.

• Dividend Distribution 24 June 2019

Summary of Fund’s performance

The fund has exceeded its target objective of distributing 
6.1% on annual basis by distributing 6.6% on an annual 
basis for the period of 1 January 2019 to 30 June 2019.

Changes to the Fund’s documents during the 
period

• Updated the “Valuating the Fund’s Properties” section 
within the Terms & Conditions. 

• Three additional valuers have been added. 

Stock

During the period of 1 January 2019 and 30 June 2019, the 
stock witnessed different levels of volatility, recording its 
lowest trading price at SAR 7.00 and highest at SAR 8.01 
and ending the period at SAR 7.97.

7
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1-Jan-2019 1-Mar-2019 1-May-2019

Market Price
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Real Estate Market in Riyadh

Hospitality Industry
Hotel occupancy rates in Riyadh registered 59% in
the year-to-May 2019 versus 58% in the year-to-
May 2018. Meanwhile, average daily rates (ADR’s) fell 
significantly to SAR 608 recorded substantial declines of 
10% over the same period.

The total number of hotel rooms in Riyadh increased
to 14,350 rooms by the end of Q2 2019, with the addition of 
Shaza Riyadh Hotel Residence (225 keys) in Q2 2019, the 
Radisson Blu Hotel (66 rooms), Marriott Hotel (80 rooms) and 
Cristal Amaken Hotel (268 rooms) added to the supply in Q1 
2019.

Further growth in the branded serviced apartment segment is 
expected, with several properties due to hand over in 2019 
including Hilton Riyadh King Saud University Residence and 
Mercure Al Anoud by Princes Al Anoud Foundation.

Retail sector
Retail rents in Riyadh registered mixed performance
over Q2 2019 as average rents in regional malls and 
community centers declined 6% and 5% respectively in Q2 
2019 versus Q2 2018, rents in high quality super regional 
malls remained stable over the same period. This is 
particularly the case in those malls where owners have 
successfully managed to introduce new concepts such as 
entertainment options and niche F&B outlets. Meanwhile, the 
decline in rents in regional and community malls can be 
attributed to tenants moving out of older centers and into 
higher quality malls. As such, vacancy rates increased in Q2 
2019 to register 14%.

A total of 157,630 sq.m of GLA was delivered in Q2 2019. 
keeping the total retail stock at 2.3 million sq.m. An 
additional 277,100 sq.m of retail space is currently under 
construction and expected to handover at end of 2019.

In the face of a strong supply pipeline, developers
are diversifying their offerings by bringing in more
entertainment outlets, local fashion and unique homegrown
F&B concepts. It is expected that developers will offer a 
more digital experience to their customers. 

Riyadh retail sector is expected to develop in line with the 
growth of the city's workforce, which has a strong 
purchasing power. To attract this consumer base, new 
shopping malls are expected to offer more entertainment 
and F&B outlets, adopt unique designs and interactive 
technologies, and expand their tenant mix to global brands.

Residential sector
2019 witnessed the announcement of a USD 23 billion (SAR 
86 billion) project to revamp public spaces in Riyadh, to 
improve the quality of life and promote urban development. 
King Salman Park incorporates green spaces, and 
recreational and sports areas among other features. In the 
long-run, along with efforts to boost home ownership, this is 
expected to increase the demand for residential units in 
Riyadh.

Residential sale prices and rental rates continued to register 
declines on an annual basis. Sale prices in Q2 2019 for 
apartment units and villas dropped 5% Y-o-Y while rents 
dropped 1%. The decline is signaling the market could be 
headed towards the bottom of its cycle. Despite the increase 
in upcoming supply, it is expected that Riyadh’s residential 
market to stabilize over the next 12 months. 

Government efforts to activate the supply of residential units 
and stimulate demand, through imposing the white land tax 
and introducing housing schemes, are expected to drive 
growth in the residential market and lead to a possible 
correction in performance.

A total of 7,600 residential units were delivered in Q2 2019, 
increasing the total stock to 1.3 million units. Over 50,000 
units are expected to handover at the end of next year 2020, 
with the majority made up of high-quality apartment units 
and townhouses that cater to the younger demographics. 
This includes smaller units with a variety of layout plans, 
integrated within mixed-use developments that offer 
developed amenities and retail.

Real Estate Market in Dammam

Entertainment sector
Saudi Entertainment Ventures (SEVEN), a subsidiary of the 
Public Investment Fund, (PIF) announces in April 2019 the 
launch of its largest entertainment projects, including its 
inaugural amusement park in half moon, to be a new 
infrastructure for the entertainment sector in Eastern 
Province, which will mark as the first leisure destination in 
the Gulf due to its strategic geographical location, and will 
cover an area of 1 million sq.m.

The entertainment projects announced by SEVEN include six 
movie theatres and three new entertainment destinations in 
the Eastern Province in Dammam, Khobar and Al Ahsa. The 
project is expected to be completed by 2020.
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Real Estate Market in Jeddah

Office sector
The average rent of commercial offices in Jeddah declined 
by 15% in Q2 2019 on Y-o-Y basis. Average Grade A rents 
dropped 17% to reach SAR 1,030 per sq.m per annum, 
while Average Grade B rents dropped 12% to average SAR 
750 per sq.m per annum with owners adjusting rents in line 
with market levels.

Vacancies in Q2 2019 decreased 200 basis points to reach 
20% Y-o-Y. It is expected that rents will decline in the next 
12 months and that vacancy rates will rise due to additional 
supply and competition.

As a large young Saudi population enters the workforce, 
demand is also expected to shift to smaller, collaborative, 
and flexible office spaces which in turn will reduce 
corporates' capital expenditures.

Retail sector
Q1 2019 witnessed the opening of Jeddah’s first cinema,
operated by Vox Cinemas, within Red Sea Mall’s second
Expansion. Q2 2019 saw the launch of the Kingdom’s first 
arthouse “Cinema El Housh” in Jeddah’s historic district Al 
Balad.

Average retail rents in Jeddah saw mixed performance in Q2 
2019. While rents in regional malls decreased by 3% on an 
annual basis, rents in super regional centers remained stable 
over the same period. As landlords continued to offer yearly 
leasing incentives to retain tenants, market wide vacancies 
decreased marginally to reach 10% Y-o-Y.

Vacancy rates in Q2 2019 remained relatively stable at 10% 
on Y-o-Y compared to 11% in Q1 2018 as tenants continued 
to provide incentives to retain tenants and maintain good 
occupancy rates.

Pressure is also likely to mount from the growth of e-
commerce in Saudi Arabia. According to data from Saudi 
Arabia’s Communications and Information Technology 
Commission (CITC), the percentage of online users who 
engaged in online shopping in 2018 increased to 50%, up 
from 48% in 2017 and 37% in 2016. This is expected to 
result in mall operators rethinking their layouts to make room 
for entertainment outlets
and offer more international F&B and fashion concepts
that cater to the shifting tastes of Jeddah’s young 
demographic.

Source: JLL’s The KSA Real Estate Market – A year in Review 2018 | Aaron Allen & Associates, Global Restaurant Consultants 14

The "Sharqiyah Season 2019", which was held under the 
theme of "Eastern Culture and Energy" during the period 
from March 14 to 30 in this year was characterized by a 
variety of activities covering culture, education and sports. 
The Festival succeed in satisfying the tastes of all age groups 
in an effort to develop the entertainment and economic 
sector in Eastern Province. The Festival included many 
international concerts held in large theaters, performed by 
international artists from several countries.

Office sector
The average rents in office spaces in Dammam dropped 10% 
in H1 2019 to reach SAR 901. However, Grade A spaces with 
high-quality finishing continue to perform better than Grade 
B spaces which recorded larger declines in average rents. 
Meanwhile, there was no real improvement in the rate of 
office take-up during the first half of 2019 and as such, the 
vacancy rate remained stable at 30% over the same period.

H1 2019 witnessed an additional 19,450 sq.m GLA of office 
space entering the market, bringing the total office inventory 
in DMA to approximately 890,000 sq.m GLA. Among the 
deliveries were Al Juaib Administrative building on Dhahran-
Jubail Highway, as well as Al Khafra Tower located in the 
central area on King Fahd Highway in Dammam.

With the delivery of over 60,000 sq.m of office GLA over
the next two years, it is expected that rents to remain under 
pressure. This is particularly true as the DMA continues to 
rely on the hydrocarbon sector. However on the long run, 
and on the back of initiatives and announcements aimed at 
diversifying the eastern province economy, such as the King 
Salman Energy Park (SPARK), we expect corporate demand 
to pick up, reflecting positively on office rents.

Retail sector
Dammam retail sector experienced further rental declines
across the regional and community centers. Meanwhile,
rents in super regional malls saw an increase of 8% in H1
2019 versus H1 2018, as mall owners were able to offer
differentiated retail concepts and experiences to attract
and retain tenants. Overall vacancy rates continued to
increase over the past 12 months.

H1 2019 witnessed the completion of a small number of retail 
projects, adding approximately 20,000 sq.m GLA to the 
supply pipeline. These projects include Villaggio, Al Sadeen
Commercial Center Phase 1, and Al-Falak. These additions 
kept the total retail supply in Dammam at 1.1 million sq.m at 
the end of H1 2019.

Further declines expected in rental rates on the back of 
additional supply. long-term view for Dammam retail market 
remain positive. The sector is set to benefit from the 
government initiatives to boost the population’s spending, 
particularly on entertainment.
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From a Macro Perspective

The Saudi economy is undergoing positive and aspiring changes, 
making it an attractive investment option for domestic and foreign 
investors. The government has been creating opportunities in 
multiple sectors, promoting transparency, and implementing pro-
business regulations. Its sincere efforts have made it clear the 
Kingdom is open for business and wants global investors to be a 
part of a multibillion-dollar transformation.

The Kingdom has climbed the rankings of international 
competitiveness and ease of doing business to the 26th position, a 
jump of 13 places. Foreign direct investment (FDI) inflows increased 
127% in 2018, and the number of companies entering Saudi Arabia 
rose 70% year-on-year in the first quarter of 2019.

Saudi Arabia has delivered 45% of more than 500 planned reforms, 
including introducing 100% foreign ownership rights, improving legal 
infrastructure, and offering protection for shareholders. Being the 
only G20 member from the MENA region and with an economy 
worth more than $782 billion in 2018, Saudi Arabia offers excellent 
investment choices for global investors. The Kingdom is organizing 
and participating in global investor forums to highlight its efforts to 
attract investments in privatization of large parts of the state-run 
economy and giga-projects that are underway such as NEOM city, 
Al-Qiddiya, the Red Sea Resort, and the world-class wellness resort 
Amaala.

Saudi economic reforms have started to yield positive results. The 
non-oil economy is picking up, along with increased female 
participation in the workforce and higher employment. The 
successful implementation of value-added tax has led to growth in 
non-oil revenues. Reforms in energy pricing have optimized per 
capita consumption of gasoline and electricity. In addition, measures 
have been taken for the low- and mid-income groups in order to 
compensate against any losses due to reforms.

Furthermore, the challenges are also increasing due to the rise in 
government spending to support growth given volatility in oil prices. 
Fiscal consolidation and job creation also need to be addressed. 
Moreover, to become a diversified, productive, and competitive 
economy, reforms are required to make Saudi nationals more 
competitive for private sector jobs, attract FDI, and increase the 
availability of capital for the youth and growing companies.
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From a Real Estate Perspective

The government continues undertaking measures to revive the KSA 
real estate sector and diversify the economy. The growth in the real 
estate finance sector is maturing at a higher pace to achieve Vision 
2030 strategy, which aims to increase home ownership rates to 60% 
by 2020 and 70% by 2030.

The Saudi Real Estate Refinance Company (SRC), owned by the 
Public Investment Fund (PIF), plans to issue up to $1 billion worth of 
sukuk in 2019. SRC had already spent SAR1.2 billion on mortgages 
from finance companies and adding liquidity to these firms. Finance 
market reached SAR5.6 billion at Q1 2019 and close to 12,800 
citizens received loans, and 85% were subsidized.

Statistics from the Saudi Arabian Monetary Agency (SAMA) shows 
an annual acceleration in real estate loans in Q2 2019 versus Q2 
2018. This indicates financial institutions have been allocating an 
increasing share of their loans to housing and real estate. Currently 
the private sector is financing up to 100% of housing sector needs, 
up from 35% previously. Banks provide 93% of real estate 
financing, while financing firms cover the remaining.

In June, KSA launched the new special residency scheme, in line 
with global green card systems, aimed at attracting high-skilled 
expats. The residencies would allow foreign expats free movement, 
the ability to own properties, and to do business in the Kingdom. 
The scheme comprises two types of residencies: a permanent one 
for USD $213,321 and a one-year, yet renewable residency for USD 
26,665. In the near to medium term, this would help drive demand in 
a subdued property market.

An ambitious program, National Industrial Development and 
Logistics Program (NIDLP) is expected to increase private sector 
investments. NIDLP would be the key to reviving the job market. The 
establishment of real estate investment traded funds (REITs) and 
other government actions have increased confidence among market 
participants and created new opportunities in the market; thus, 
various investors and developers have announced new projects, 
along with expansions in existing projects. 

Since the beginning of 2019, the Saudi Stock Exchange has 
witnessed increasing foreign cash flows after the beginning of the 
Saudi Stock Exchange inclusion tranches in the emerging markets 
indices (FTSE EPRA/Nareit Emerging Index). The number of qualified 
foreign investors increased by 163.7% to become 1,195 investors 
as of 20/06/2019, after they were 453 investors at the beginning of 
the current year. Moreover, the ownership percentage of foreign 
investors in the Saudi Capital Market has reached 7% as of 
20/06/2019, compared to 4.7% at the beginning of this year.

Source: JLL’s The KSA Real Estate Market – A year in Review 2018 | Aaron Allen & Associates, Global Restaurant Consultants
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Government initiatives to support entrepreneurs and 
small/medium enterprises through “Monsha’at” are expected to 
increase demand for office space in the medium term.

In terms of residential sector, the regulatory-front initiatives like 
large housing schemes, white land tax, residential loan and 
public-private partnership (PPP) reflect the positive intent of the 
government to revive Real Estate sector. The establishment of 
“Ejar" system has efficiently regulate and organize real estate 
leasing. However, we expect rents and sale prices will likely to 
remain under pressure with probability that the rate of decline 
will slow down due to the government initiatives of providing 
smaller units at affordable prices, which will increase demand 
for residential properties. 
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The Saudi real estate sector is set for a major 
boost, helped by large-scale projects such as 
NEOM, Rou’a Al-Madinah, Rou’a Al-Haram, Amala, 
the Red Sea project, Qiddiya and notable 
government reforms to increase private 
participation. Long-term prospects for Kingdom’s 
real estate sector remain optimistic on efforts to 
stimulate the market. 

Although the office sector continued to witness 
weak performance due to limited corporate activity, 
our outlook remains optimistic and we expect to 
see more suitable work spaces based on smart 
technologies and flexible office space to 
accommodate the requirement of all companies 
with different sizes.

SEDCO Capital long-term view remains positive for the 
hotel sector thanks to the government for its continued 
efforts to develop the entertainment sector. The issuance 
of tourist visas will likely increase the number of tourists 
and therefore increase the demand for hotel units. 

We expect retail sector will witness decent growth in the 
coming years, driven by the rising urbanization trend, 
subdued demographics, and westernized consumption 
patterns. The government’s focus on developing the 
entertainment and tourism sectors might transform Saudi 
cities into global retail destinations which will drive 
demand for retail space equipped with advanced 
entertainment facilities.

SEDCO Capital Market View
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Custodian

AL INMA INVESTMENT COMPANY
Burj Al Anoud 2, Level 20
King Fahad Road, Olaya
P.O Box: 66333 ،Riyadh 11576
Kingdom of Saudi Arabia

The Fund has appointed the Custodian to act as the custodian of the assets of the Fund. The assets will be registered in the 
name of a SPV established by the Custodian to separate the assets owned by the Fund and those owned by the Custodian.

Responsibilities of Custodian:
• Take into its custody assets managed by the Fund Manager
• Open a separate account with a local bank in the name of the Fund and deposit all cash in the account
• Separate the assets of each investment fund from its assets and the assets of its other clients and register the real estate 

assets in the name of a subsidiary of the Custodian.

Fund Manager

Saudi Economic and Development Securities Company (SEDCO Capital)
South Tower - 2nd Floor
Red Sea Mall
Between Gates 7& 8
P.O. Box 13396 Jeddah, 21493
Kingdom of Saudi Arabia
Tel: +966 12 690 6555
Fax: +966 12 690 6599
Website: www.sedcocapital.com
E-Mail: info@sedcocapital.com

Saudi Economic and Development Securities Company (SEDCO Capital) is a Saudi closed joint stock company registered 
under Commercial Registration No. 4030194994 and licensed as an "Authorized Person" under CMA License No. 11157-37 
dated 14/04/04/23 H M) to manage, advise, arrange, deal and provide custody services with respect to the financial 
securities business. SEDCO Capital provides its regional and international clients, as well as high net worth individuals, with a 
range of financial services and solutions including advisory, arrangement, custody, dealing, and asset management.

Auditor

KPMG Al Fozan & Partners
KPMG Building
Salahudeen Al Ayoubi Street
P.O Box 92876 Riyadh 11663
Kingdom of Saudi Arabia

Statement of Auditor’s Opinion: “Based on our review, nothing has come to our attention that causes us to believe that the 
accompanying 30 June 2019 condensed interim financial statements of SEDCO Capital REIT Fund are not prepared, in all 
material respects, in accordance with IAS 34, ‘Interim Financial Reporting’ that is endorsed in the Kingdom of Saudi Arabia.”
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Financial Statements 
For the period from 1 January 2019 to 30 June 2019 
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The Fund's report is available at request free of charge

655569012+966

659969012+966

P.O. Box 13396, Jeddah 
21493, Kingdom of Saudi 
Arabia

License No. 11157-37

www.sedcocapital.com

info@sedcocapital.com

For more information

Important Notice

• There are no material changes to the Fund's Terms and Conditions except for what is mentioned in this report
• The Fund doesn’t invest substantially in other investment funds
• There's no other information that would enable the unitholders of making an informed judgement about the 

fund’s activities during the period
• There are no other data or information required by the Investment Funds Regulations

This document was produced by SEDCO Capital, the trading name of Saudi Economic and Development Securities Company (hereafter
called “SC”) with the greatest of care and to the best of its knowledge and belief. However, SC provide no guarantee with regard to its
content and completeness and does not accept any liability for losses which might arise from making use of this information. The opinions
expressed in this document are those of SC at the time of writing and are subject to change at any time without notice. If nothing is indicated
to the contrary, all figures are unaudited. This document is provided for information purposes only and is for the exclusive use of the
recipient. It does not constitute an offer or a recommendation to buy or sell financial instruments or banking services and does not release the
recipient from exercising his/her own judgment. The recipient is in particular recommended to check that the information provided is in line
with his/her own circumstances with regard to any legal, regulatory, tax or other consequences, if necessary with the help of a professional
advisor. This document may not be reproduced either in part or in full without the written permission of SC.

This document does not represent an offer to sell or participate in the Fund in any way, and all (or any part thereof) should not constitute the
basis for conclusion of any contract whatsoever, or to rely in this connection, or be an incentive for the same. This document is confidential in
nature and is only directed to applicant investors selected. If you have received this document by mistake, You are hereby required to
disregard its content and return it to SEDCO Capital or to destroy it. The previous performance is not a guarantee of future results. Units,
dividends, fund prices and currencies may depreciate and may also rise, and investors may get less than they originally invested. Changes in
currency rates may adversely affect the value, price or income of securities. For illiquid securities, it may be difficult for the investor to sell or
make a profit from the securities and obtain reliable information about their value or risk, and additional fees / charges may apply. Dividend
income may fluctuate and a portion of the invested capital may be used to pay dividend income.
To ensure that you well understand the Fund and how well it suits you according to your risk level, we recommend consulting an experienced
investment advisor. More information about the Fund is available in the existing IPO document, which should be carefully read before
investing.
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