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I M P O R T A N T  N O T I C E  
 

Swicorp is a closed joint stock company registered under the laws of the 

Kingdom of Saudi Arabia and registered under the commercial 

registration number 1010233360 dated 06/05/1428H (corresponding to 

11/06/2007G) with a capital of SAR 500 million. Swicorp is regulated by 

the Capital Market Authority (“CMA”) of the Kingdom of Saudi Arabia 

and is licensed by CMA under the license number 12161-37. 

Swicorp provides investment banking and asset management services to 

its clients and investors under CMA licensed activities as follows: 

Activity 
Licensing 

date 

Commencement 

date 

▪ Dealing as Principal 

▪ Underwriting 

▪ Managing (Funds) 

▪ Advising 

▪ Arranging 

07/05/2006 30/06/2007 

▪ Custody 24/03/2012 05/02/2013 

▪ Managing – Client Portfolio 05/02/2014 02/09/2014 

 

Swicorp, as the Fund Manager for Swicorp Wabel REIT Fund (“Fund”), 

has prepared this document in compliance with the applicable 

regulations issued by CMA. Swicorp has used and relied upon 

information from third party service providers and public sources in 

preparation of this document. Swicorp has not independently verified 

the accuracy and completeness of such information and has assumed 

that all such information is complete, accurate, and not misleading. 

The value of units and income of the Fund may go up or down and 

investors may receive less than the original investment. All investors 

should consider their respective specific individual and financial situation 

and seek professional investment and legal advice prior to investing in 

the Fund. Detailed and specific information pertaining to the Fund is 

provided in the terms and conditions of the Fund which should be read 

and understood prior to investing in the Fund. 

Neither Swicorp nor any of its affiliates, directors, officers, employees, 

or agents give any representation, undertaking, or warranty, express or 

implied, pertaining to the (ii) accuracy or completeness of any 

information contained herein, or (ii) future performance of the Fund. 

 

Swicorp, Kingdom Tower, 49th Floor, King Fahad Road, P.O. Box 

– 2076, Riyadh 11451, Tel: +966 11 211 0737, Fax: +966 11 

211 0733 
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Fund Manager 

Swicorp 

Kingdom Tower, 49th Floor 

King Fahad Road 

P.O. Box – 2076 

Riyadh 11451 

Kingdom of Saudi Arabia 

Tel: +966 11 211 0737 

Fax: +966 11 211 0733 

www.swicorp.com 

CR No: 1010233360 

CMA License No: 12161-37 

 

  

Custodian 

Albilad Capital 

Smart Tower, 1st Floor 

King Fahad Road 

P.O. Box – 140 

Riyadh 

Kingdom of Saudi Arabia 

Tel: 920003636 

Fax: +966 11 290 6299 

www.albilad-capital.com 

CR No: 1010240489 

CMA License No: 08100-37 

 

  

Auditor 

Alluhaid & Alyahya Chartered 

Accountants “L&Y” 

2526 Abo Bakr Al Siddiq Road 

Al Taawun district 

P.O Box 85453 

Riyadh 11691 

Kingdom of Saudi Arabia 

Tell: +966 11 269 4419 

Fax: +966 11 269 3516 

www.lyca.com.sa 
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Property Manager 

AKEED Real Estate For Marketing & 

Development Co. 

Office Building Gate A2, 1st Floor 

Riyadh Gallery Mall 

P.O. Box – 640 

Riyadh 11321 

Kingdom of Saudi Arabia 

Tel: +966 11 207 8792-93 

Fax: +966 11 207 8101 

www.akeed-sa.com 

 

  

Guarantor of Property Manager 

Wabel Alarabia for Investment Co. 

Office Building Gate A2, 1st Floor 

Riyadh Gallery Mall 

P.O. Box – 640 

Riyadh 11321 

Kingdom of Saudi Arabia 

Tel: +966 11 207 8100 

Fax: +966 11 207 8101 

www.wabelalarabia.com 
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1  S W I C O R P  W A B E L  R E I T  F U N D  

Swicorp Wabel REIT Fund (the “REIT”) is a Shariah compliant closed 

ended real estate investment traded fund licensed by the CMA pursuant 

to authorization number ( 3/5/147/18ص/ ) and listed on the Saudi Stock 

Exchange (“Tadawul”). 

The REIT operates in accordance to the Real Estate Investment Funds 

Regulations (“REIFR”) and Real Estate Investment Traded Funds 

(“REITF”) Instructions issued by the CMA. 

The principal investment objective of the REIT is to invest in income 

generating real estate assets primarily within the Kingdom of Saudi 

Arabia and distribute at least 90% of the REIT's net profit annually to 

the unitholders of the REIT. The REIT may invest in under construction 

real estate assets, financial securities, and other assets bearing that at 

least 75% of the REIT's total assets value shall be invested in developed 

real estate qualified to generate periodic rental income. Further, the 

Fund will not invest in raw lands. 

For more detailed information on the investment risks involved in the 

REIT, please read the REIT’s Terms & Conditions. 

 

2  O V E R V I E W  O F  I N V E S T M E N T  A C T I V I T I E S  O F  
T H E  R E I T  

The REIT was listed on Tadawul on 06th August 2018 with an initial 

capital of SAR 1,180 million and no debt. The initial capital of the REIT 

was used for the acquisition of its initial portfolio of assets comprising 

four shopping malls from Wabel Al Arabia for Investment Company 

(“Wabel”) and respective land owners (collectively “Founders”). The four 

shopping malls owned by the REIT are located in Riyadh, Tabouk, Hafr 

Al Batin, and Dawadmi. Each of these four malls is complete, 

operational, and generating periodic rental income. 

Of the total capital of the REIT upon formation, 30% was subscribed by 

Public investors and 3% by the Fund Manager in cash as part of the 

initial public offering (“IPO”) of the REIT. This cash amount equivalent to 

33% of the total initial capital of the REIT (i.e. SAR 389.4 million) was 

paid as cash consideration to the Founders for acquisition of the initial 

portfolio of assets by the REIT from the Founders with the balance 

consideration equivalent to 67% of the total initial capital of the REIT 

(i.e. SAR 790.6 million) paid as units in the REIT to the Founders pro-

rata to their respective shareholding in the assets acquired. 

For the period from 01st January 2019 to 31st December 2019, the REIT 

declared a dividend of SAR 50.74 million to its unit holders on 16 April 

2020 to be paid by 17 May 2020. This translates into a dividend per unit 

of SAR 0.43 and a yield of 4.3% based on the offer price per unit of SAR 

10. 

The Fund Manager procured a debt facility amounting to a total of SAR 

1.4 billion for the REIT from NCB on 26th June 2019 to leverage the 

balance sheet of the REIT and provide cash funding to help grow its 
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assets base. The debt facility, once fully deployed, is expected to more 

than double the asset base of the REIT along with potentially improving 

the earnings and distribution per unit of the REIT. 

The Fund Manager has a healthy pipeline of potential deals which are 

currently being reviewed and evaluated for the REIT with primary 

considerations about quality of target assets, credit worthiness of 

counter parties, longer term lower risk tenancy agreements, and 

attractive valuations among others. 

Thanks to the debt facility being procured for the REIT as well as the 

potential deals being evaluated, significant investments are expected to 

be made for the REIT during the year 2020 with potential for 

improvement in earnings and distributions for the REIT.  

However, the REIT may also face significant challenges relating to both 

performance of its existing assets as well as acquisition of new assets 

due to the ongoing Covid-19 global pandemic which is having seriously 

negative economic impact on the economies around the world including 

the Kingdom of Saudi Arabia and hence creating uncertainty about the 

performance of the REIT for year 2020. Extensive safety measures have 

been taken across the Kingdom of Saudi Arabia by the Government 

including lockdowns, travel restrictions, and social distancing among 

others which are creating significant challenges for asset managers to 

achieve optimal performance of their assets under management. 

 

3  A S S E T S  P O R T F O L I O  O F  T H E  R E I T  

The current assets portfolio of the REIT comprises of four malls as listed 

in the table below along with their respective acquisition price and land 

ownership status: 

Sr. 

No. 
Description 

Land 

ownership 

Price 

(SAR 

mn) 

% of 

total 

1 Al Makan Mall – Dawadmi Leasehold 166.8 14.1% 

2 Al Makan Mall – Hafr Al Batin Freehold 470.2 39.8% 

3 Al Makan Mall – Tabouk Freehold 219.4 18.6% 

4 Al Makan Mall – Riyadh Freehold 323.6 27.4% 

Total 1,180 100% 

 



 

7 

 

S
W

I
C

O
R

P
 

 

The following diagram highlights the geographic location of the four 

assets across the Kingdom of Saudi Arabia: 

 

 

 

 

 

 

 

 

 

 

 

 

Following chart provides a comparison of the acquisition price for each 

asset against the latest estimated market value of each asset at the end 

of year 2019 based on the average of estimated values for each asset 

by two independent professional valuation firms: 
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The overall estimated market value of the assets portfolio of the REIT at 

the end of year 2019 was around 6.6% lower than the total acquisition 

price of those assets. 

Following chart highlights the composition of the assets portfolio of the 

REIT at the end of year 2019 based on estimated market value for each 

asset: 

Riyadh

Tabuk

Hafr Al 
Batin

Dawadmi
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13.8%

41.8%19.0%

25.4%

Portfolio Composition by Market Value

Dawadmi Hafar Al Batin Tabouk Riyadh

 

Leasehold assets value was 13.8% of the total assets value of the 

portfolio of the REIT at the end of year 2019 based on estimated market 

values for the assets. 
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3 . 1  A L  M A K A N  M A L L  -  D A W A D M I  

 

G
e
n

e
r
a
l 

Description Community shopping centre 

Location Al Dawadmi town – Riyadh Province 

Asset class Retail 

Completion Year 2015 

Acquisition Year 2018 

T
e
c
h

n
ic

a
l 

No. of outlets 113 

Land area 72,678 sqm 

BuA 37,318 sqm 

GLA 27,206 sqm 

C
o

m
m

e
r
c
ia

l 

Occupancy rate 83% 

Contracts validity1 

Tenor 

(Years) 

GLA 
No. of 

contracts 
sqm % 

>10 6,737 30% 2 

5-10 8,860 39% 9 

2-5 152 1% 1 

<2 6,858 30% 71 

 

1. As of 31 December 2019 
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3 . 2  A L  M A K A N  M A L L  –  H A F R  A L  B A T I N  

 

G
e
n

e
r
a
l 

Description Community shopping centre 

Location Hafr Al Batin town – Eastern Province 

Asset class Retail 

Completion Year 2016 

Acquisition Year 2018 

T
e
c
h

n
ic

a
l 

No. of outlets 179 

Land area 126,700 sqm 

BuA 98,374 sqm 

GLA 62,458 sqm 

C
o

m
m

e
r
c
ia

l 

Occupancy rate 68% 

Contracts validity1 

Tenor 

(Years) 

GLA 
No. of 

contracts 
sqm % 

>10 12,672 30% 2 

5-10 17,290 41% 14 

2-5 1,750 4% 9 

<2 10,909 26% 94 

S
e

le
c
te

d
 a

n
c
h

o
r 

b
ra

n
d

s
L
o

c
a

ti
o

n

28°21'27.87"N     45°57'42.92"E

Interior

E
x

te
ri

o
r

 

1. As of 31 December 2019 
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3 . 3  A L  M A K A N  M A L L  –  T A B O U K  

 

G
e
n

e
r
a
l 

Description Community shopping centre 

Location Tabouk city – Tabouk Province 

Asset class Retail 

Completion Year 2016 

Acquisition Year 2018 

T
e
c
h

n
ic

a
l 

No. of outlets 83 

Land area 21,596 sqm 

BuA 44,198 sqm 

GLA 20,735 sqm 

C
o

m
m

e
r
c
ia

l 

Occupancy rate 68% 

Contracts validity1 

Tenor 

(Years) 

GLA 
No. of 

contracts 
sqm % 

>10 2,800 20% 2 

5-10 5,469 39% 9 

2-5 666 5% 5 

<2 5,241 37% 53 

 

1. As of 31 December 2019 
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3 . 4  A L  M A K A N  M A L L  –  R I Y A D H  

 

G
e
n

e
r
a
l 

Description Community shopping centre 

Location Riyadh city – Riyadh Province 

Asset class Retail 

Completion Year 2016 

Acquisition Year 2018 

T
e
c
h

n
ic

a
l 

No. of outlets 72 

Land area 37,293 sqm 

BuA 49,963 sqm 

GLA 30,041 sqm 

C
o

m
m

e
r
c
ia

l 

Occupancy rate 96% 

Contracts validity1 

Tenor 

(Years) 

GLA 
No. of 

contracts 
sqm % 

>10 7,166 25% 3 

5-10 16,643 58% 19 

2-5 342 1% 2 

<2 4,697 16% 43 

 

1. As of 31 December 2019 
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4  L E A S E D  V S .  U N L E A S E D  R E A L  E S T A T E  A S S E T S  O F  

T H E  R E I T  

All four assets of the REIT during the year 2019 (i.e. 100% of the assets 

portfolio) were complete, operational, leased, and income generating. 

The REIT did not own any real estate assets during the year 2019 which 

were unleased or under development. 
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5  F I N A N C I A L  H I G H L I G H T S  O F  T H E  R E I T  F O R  
Y E A R  2 0 1 9  

Following table provides a snapshot of the key financial parameters of 

the REIT based on audited financials and performance of the REIT for 

year 2019 (in comparison to year 2018): 

Parameters (figures in SAR) FY 2019 FY 20181 

Total assets at year end 1,186,668,145 1,148,796,840 

Net asset value at year end 1,149,508,173 1,122,075,619 

Issued units 118,000,000 118,000,000 

Net asset value per unit at year end 

(at cost) 
9.74 9.51 

Net asset value per unit at year end 

(fair market value) 
9.86 9.51 

Net asset value at inception 1,180,000,000 1,180,000,000 

Net asset value per unit at inception 10 10 

Dividend distribution 50,740,0003 31,860,0002 

Dividend distribution per unit 0.43 0.27 

Total income 103,884,266 70,272,488 

Net income before non-cash items 70,086,878 45,591,548 

Net income before non-cash items 

per unit 
0.59 0.39 

Net income after non-cash items 59,292,554 -57,924,381 

Net income after non-cash items per 

unit 
0.50 -0.49 

Funds from operations 51,927,952 45,591,548 

Borrowing 0 0 

Borrowing as percent of total assets 0.00% 0.00% 

Expenses ratio4 3.02% 2.13% 

Highest NAV per unit 9.746 10.005 

Lowest NAV per unit 9.308 9.517 

1. From 06th August 2018 (listing date) to 31st December 2018 [first year of 
operations] 

2. Declared on 11th March 2019, paid on 31st March 2019 

3. Declared on 16 April 2020, to be paid by 17 May 2020 

4. Total expenses for the period including zakat and excluding non-cash items 
divided by total assets value at end of the period 

5. At inception 
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6. On 31st December 2019 

7. On 31st December 2018 

8. On 31st March 2019 

 

6  T O T A L  R E T U R N S  

Following table summarizes the total returns of the REIT for one (1), 

three (3), and five (5) years or since inception: 

Parameters 1 year 3 years 5 years 
Since 

inception1 

Based on book 

value of NAV 

per unit 
2.42% N.A N.A -2.60% 

Based on fair 

value of NAV 

per unit 
3.68% N.A N.A -1.40% 

1. From 06th August 2018 (listing date) to 31st December 2019 

 

7  A N N U A L  R E T U R N S  

Following table summarizes the total annual returns of the REIT for the 

last ten (10) years or since inception: 

Year 

Based on book 

value of NAV per 

unit 

Based on fair value 

of NAV per unit 

2009 N.A N.A 

2010 N.A N.A 

2011 N.A N.A 

2012 N.A N.A 

2013 N.A N.A 

2014 N.A N.A 

2015 N.A N.A 

2016 N.A N.A 

2017 N.A N.A 

20181 -4.90% -4.90% 

2019 2.42% 3.68% 

Since inception2 -2.60% -1.40% 

1. From 06th August 2018 (listing date) to 31st December 2018 

2. From 06th August 2018 (listing date) to 31st December 2019 
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8  D E T A I L S  O F  F E E S  A N D  E X P E N S E S  P A I D  T O  
E X T E R N A L  P A R T I E S  

Following table provides details of fees and expenses paid by the REIT to 

external parties during the year 2019 including zakat charge (in 

comparison to year 2018): 

Parameters (figures in SAR) FY 2019 FY 20181 

Fund management fee 8,506,286 6,473,836 

Custody fee 546,525 215,795 

Property related expenses 22,331,130 12,872,568 

Establishment fee 0 4,269,371 

Other fees and expenses 4,394,272 623,039 

Total expenses excluding depreciation 35,778,213 24,454,609 

Depreciation charges 37,734,861 20,508,715 

Total expenses including depreciation 73,513,074 44,963,324 

Total expenses excluding depreciation as 

a percent of total assets 
3.02% 2.13% 

Total expenses including depreciation as 

a percent of total assets 
6.19% 3.91% 

1. From 06th August 2018 (listing date) to 31st December 2019 
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9  M A T E R I A L  C H A N G E S  D U R I N G  T H E  Y E A R  
2 0 1 9  

Following is a summary of the material changes which occurred during 

the year 2019 relating to the REIT: 

▪ On 11th March 2019 (corresponding to 04/07/1440H), the REIT 

announced the distribution of cash dividend to the unit holders 

for the period starting from 6th August 2018 (Listing date) to 

31st December 2018 (147 days) 

▪ On 19th March 2019 (corresponding to 12/07/1440H), the REIT 

announced the availability of the semi-annual assets valuation 

reports for the second half of 2018 for the public 

▪ On 31st March 2019 (corresponding to 24/07/1440H), the REIT 

announced the availability of the annual financial statements for 

the period ending on 31 December 2018 

▪ On 31st March 2019 (corresponding to 24/07/1440H), the REIT 

announced the availability of the quarterly factsheet for the 

period ended on 31 March 2018 

▪ On 8th May 2019 (corresponding to 03/09/1440H), the REIT 

announced the availability of the annual report as of 31 

December 2018 

▪ On 30th June 2019 (corresponding to 27/10/1440H), the REIT 

announced obtaining a SAR 1.4Bn Shariah Compliant Debt 

Facility from The National Commercial Bank 

▪ On 9th July 2019 (corresponding to 06/11/1440H), the REIT 

announced the availability of semi-annual assets valuation 

reports for the first half of 2019 

▪ On 10th July 2019 (corresponding to 07/11/1440H), the REIT 

announced the availability of thee quarterly statement for the 

period ending on 30 June 2019 

▪ On 20th August 2019 (corresponding to 19/12/1440H), the REIT 

announced the availability of the interim financial report for Fund 

for the period ending on 30 June 2019 

▪ On 18th September 2019 (corresponding to 19/01/1441H), 

following resignation of the following two board members of the 

REIT was announced: 

o Saud Mansour Al Tassan (Non-independent member) 

o Abdullah Hamad Al Salloom (Non-Independent) 

▪ Also, on 18th September 2019 (corresponding to 19/01/1441H), 

following appointment of the following two new board members 

of the REIT was announced: 

o Daniel Schenker (Non-Independent) 

o Hammad Mughal (Non-Independent) 

▪ On 26th September 2019 (corresponding to 27/01/1441H), the 

REIT announced an update to the Fund’s Terms and Conditions 
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▪ On 13th October 2019 (corresponding to 14/02/1441H), the REIT 

announced the availability of the quarterly statement for the 

period ending on 30 September 2019 

▪ On 4th November 2019 (corresponding to 07/03/1441H), the 

REIT announced an update to the Fund’s Terms and Conditions. 

▪ On 15th December 2019 (corresponding to 18/04/1441H), the 

REIT announced commencement of the procedures of registering 

with the General Authority for Zakat and Income for the purpose 

of Zakat 

 

1 0  B O A R D  O F  D I R E C T O R S  O F  T H E  R E I T  –  
S U M M A R Y  O F  M E E T I N G S  H E L D  A N D  
R E S O L U T I O N S  A P P R O V E D  D U R I N G  T H E  
Y E A R  2 0 1 9  

The Board of Directors of the REIT (“Board”) met twice during the year 

2019 and following topics were discussed: 

▪ Summary of support secured from Wabel Alarabia For 

Investment 

▪ 2018 performance review and 2019 forecast 

▪ Secured financing terms 

▪ Brief of targeted assets for acquisition and statues  

▪ Description of the resolutions to be approved by the Board 

▪ Current REIT Situation in 2019 

▪ Current Wabel Alarabia For Investment Situation 

▪ New Agreements Structure with Wabel Alarabia For Investment 

▪ Proposed Changes to the Fund T&C 

▪ Current Situation regarding to NCB CP’s 

▪ Briefing by the Head of Compliance of the Fund Manager to the 

Board 

 

Following table lists down and summarizes the resolutions approved by 

the Board of Directors of the REIT during the year 2019: 

Resolution 

number 

Resolution 

date 
Brief description 

No. 03-2019 14/03/2019 

▪ Approval of REIT's Terms and 

Conditions amendments  

▪ Approval of the Fund assets 

valuation reports for 2018 

▪ Approval of the Fund audited 
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financial statements for 2018 

▪ Approval to obtaining of a bank 

financing facility from the 

National Commercial Bank (NBC) 

for the fund in the amount of 

SAR 1,400,000,000 

▪ Approval of the Support and 

settlement agreements signed 

with Wabel Alarabia For 

Investment 

▪ Approval of the cash distribution 

to the unit holders for the period 

of 2018G 

▪ Approval of the term sheet for 

potential acquisitions of real 

estate assets by the fund 

▪ Approval of the appointment of a 

new facility manager to replace 

the current facility manager 

▪ Approval of the Fund to pay 

Zakat on behalf of the unit 

holders for 2018. 

No. 04-2019 26/05/2019 

▪ Approving the authorization of 

the Chief Executive Officer “CEO” 

of Swicorp Mr. Daniel Schenker 

to sign on behalf of the Fund 

Manager in all transactions with 

Apex, the "Sub-Manager" of 

Swicorp Wabel REIT.  

No. 05-2019 22/10/2019 

▪ Approval of the authorization of 

the Chief Executive Officer “CEO” 

Mr. Daniel Schenker of Swicorp 

to open new bank accounts, or 

new investment accounts for the 

fund and open and/or sign any 

other related contracts on behalf 

of the fund 

No. 06-2019 22/10/2019 

▪ Approval of pledging Swicorp 

Wabel REIT Fund properties for 

National Commercial Bank “NCB” 

and transferring ownership of 

assets to subsidiaries of Bank as 
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a mortgage. 

▪ Approval to delegate Mr. 

Abdullah Saud Al-Kulaibi to 

mortgage and transferring 

ownership of three of the fund 

properties 

▪ Approval of the authorized 

person has the right to delegate 

others with regard to the 

authority to transfer ownership 

and mortgage of the three 

properties  

No. 07-2019 22/10/2019 

▪ The appointment of Mr. Bandar 

Fayeh Alotaibi instead of Mr. 

Abdullah Hamad Al Salloom as 

(“Issuer Representative”) along 

with Mr. Abdullah Saud Al Kulaibi 

who has been appointed 

previously on behalf of Swicorp 

Wabel REIT Fund in front of the 

Saudi Stock exchange (Tdawaul), 

No. 08-2019 12/12/2019 

▪ Approval to authorized selected 

persons mentioned in the 

resolution to sign on behalf of 

the Fund on all transactions in 

relation to the Fund’s bank 

account with National 

Commercial Bank 

 

1 1  S O F T  C O M M I S S I O N S  

Fund Manager did not receive any soft commissions relating to the REIT 

during the year 2019. 
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1 2  R I S K  A S S E S S M E N T  R E P O R T  

 

Name Swicorp Wabel REIT Fund 

Tenure 99 years 

Type Close ended REIT Fund listed on Tadawul 

Listing date 06th August 2018 

Risk level High 

 

During the course of its operations, the REIT as well as the real estate 

assets in its portfolio are exposed to a range of potential risks. In case 

of any of those risks materializing, the performance and financial health 

of the REIT may be materially impacted. All potential investors must 

carefully evaluate the risks pertaining to the REIT against their specific 

individual objectives and circumstances and avail professional 

investment and legal advice before investing in the units of the REIT. 

The Fund Manager has a robust risk management function guided by 

internal procedures, processes, and systems to carefully identify and 

manage potential risks with the aim of minimizing potential negative 

impact of those risks on the financial and operational performance and 

health of the REIT. The potential risks facing the REIT include, but are 

not limited to, the following: 

 

Potential 

risks 
Description Mitigation measures 

COVID-19 
risk 

The pandemic has caused 
business shutdown due to 
lockdown and curfew across 
the world. Which ultimately 
created significant damage to 
the demand side.  

Swicorp has issued several disclosures 
regarding the potential impact of this 
pandemic. The disclosure can be read by 
visiting the below site: 

 

http://swicorpwabelreit.com/en/?open=1 

Shopping Mall 
performance 
risk 

Oversupply as a result of an 
increase in the Shopping Mall 
area space or declining 
demand as result of 
contractionary fiscal policy or 
the increasing adoption of 
online shopping by consumers 

The fund manager is considering 
developing a risk indicator to gauge this 
risk. Such as foot traffic, afterward limits 
and thresholds will be adopted for the 
purpose of monitoring, reporting and 
escalation. 

Property type 
concentration 
risk 

The fund is currently fully 
exposed to only single type of 
real estate sector which is 
Shopping Mall. In the 
presence of full concentration, 
the fund is exposed to any 
form of Systemic risk which 
can be offset by 

As per the T&C, the fund manager is not 
restricted to property investment in 
specific real estate sector. Thus future 
acquisitions could be directed toward 
other sectors such as residential, 
industrial or hospitality. 

http://swicorpwabelreit.com/en/?open=1
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diversification. 

Liquidity risk 
Loss of market value at the 
time of property sell off due 
to weak market liquidity 

The fund manager has a detailed process 
and methodology in the Fund's operating 
manual to be used as a guidance in the 
event of asset liquidation or acquisition. 
Furthermore, the investment properties 
are tested for impairment at each 
reporting date to assess the 
recoverability of the asset carrying 
amount. when there is indication that 
the carrying amount exceeds the 
recoverable amount the asset will be 
impaired and loss will be recorded via 
the statement of comprehensive income. 

Capital 
Funding Risk 

Since the fund pay out ratio is 
90% by regulations, the fund 
will always be seeking raising 
capital for expansion purpose. 
The threat of funding difficulty 
could curtail fund's 
performance and hence 
Swicorp’s reputation. 

Currently the fund manager has 
successfully secured a financing 
arrangement of SAR 1.4 Billion worth of 
credit line for the purpose of the asset 
acquisition. 

Yield Risk 

Deteriorating fund's yield can 
be a cause of internal or an 
external factors. Determining 
the factors can help explain 
the type of risk the fund is 
running into in general. 

The fund manager quarterly assesses 
the fund's performance by carrying out a 
comparison analysis in relation to other 
fund's yield. The purpose of the analysis 
is to underline whether the fund 
deteriorating performance is due to 
systemic or idiosyncratic risks. 

Development 
risk 

There are development risks 
associated with real estate 
projects under development, 
which include (1) delays in 
the completion of work in a 
timely manner, (2) cost 
overruns, (3) inability to 
obtain rental contracts at 
targeted returns, and (4) 
force majeure resulting from 
factors outside the control of 
the Fund relating to the 
construction sector (including 
poor weather and 
environment conditions and 
shortage of building materials 
in the market) the matter 
which hinders the completion 
of development projects 
which may affect the 
profitability and/or financial 
viability of the project and 
lead to inability to meet the 
revenue expectations upon 
completion 

As per the T&C the fund has to maintain 
at all time a minimum of 75% in the 
form of an already developed income 
generating properties out of the total 
asset pool. This will limit fund exposure 
to investing in asset which is 
underdevelopment, hence will mitigate 
the development risk. During 2019, the 
fund did not take on any development 
activities.  

Interest Risk 

Uncertainty of increase in cost 
of funding due to increase in 
interest rate volatility 
impacting the fund’s net 
income 

Upon acquiring new asset via debt 
financing, the fund manager will 
regularly perform a sensitivity analysis in 
order to highlight instances on which the 
fund's performance could have been 
negatively impacted by the increase in 
the cost of funding. 
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Inflation risk 

 

Impaired fund performance as 
result of an increase in the 
general price level across the 
economy 

 

Almost 30% of the tenants’ contracts 
have an incremental rent pricing on 
annual basis. The rest of the contracts 
are constant, however on average the 
rent price per square meter for constant 
contracts is higher than the incremental 
one. Thus, the pricing mechanism for 
constant contracts takes into account 
potential future inflationary risk.  

Tenant Credit 
risk 

Impaired fund performance as 
result of tenants not meeting 
or paying rent by the time it 
is due 

The fund adheres to IFRS for financial 
reporting purpose, accordingly 
provisioning will be computed as per 
IFRS 9 for any outstanding credit 
amount. Furthermore, the fund manager 
has developed a credit rating system to 
be used to provide more insight on the 
current tenant quality. Determining the 
quality of the tenant will further help to 
mitigate this risk by highlighting tenant 
which should be subject to eviction or 
retention. In addition, current agreement 
between fund manager and property 
manager dictates the maximum tolerable 
outstanding receivable amount at any 
point of time. In case the amount is 
breached the property manager must 
immediately work on reducing the 
receivables below the tolerable 
threshold. 

Tenant 
Turnover risk 

Weak Tenant retention which 
can cause variability in the 
rental income, thus negatively 
impacting fund's performance 

The risk is under monitoring scope of the 
fund manager.  

Lease 
vacancy risk 

 

Loss due to the opportunity 
cost of a vacant leased area 
space for an extended period 
of time 

An occupancy threshold between fund 
and property manager has been agreed 
upon and is part of the terms of the 
agreement. Accordingly, the Fund 
Manager monitors threshold on 
continuous basis.  

Tenant 
Concentration 
risk by rental 
income 

Rental income dependent on 
a single or few large tenants 

 

The fund manager has devised a 
threshold for the purpose of monitoring 
and mitigating this should it occur. 

Tenant 
default risk 

Loss in rental income due to 
tenant inability to pay 

The Fund Manager has specified in the 
agreement that overdue for greater than 
90 days are automatically regarded as 
delinquent balances. This will 
automatically trigger a set of corrective 
actions. Among these actions are legal 
litigation in addition to the fact that the 
property manager may not be entitled to 
either part or whole compensations in 
case of failure to recover the dues. 

Tenant 
downgrade 
risk 

Based on an internal 
assessment of the fund 
manager, a tenant once 
downgraded increases 
chances of fund's specific risk 

The fund manager has devised a 
threshold for the purpose of monitoring 
and mitigating this should it occur. 

Counterparty 
Fund's exposure to 
investments not under 

To mitigate this risk, the fund manager 
adheres to fund's Terms and conditions 
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risk management of the fund 
manager 

which specifies that the maximum 
exposure to such type of risk should be 
no greater than 25% out of the fund's 
gross asset. 

Operating 
expense risk 

An increase to the physical 
assets operating or running 
expenses will ultimately 
impact fund's bottom line, 
thus performance. 

To mitigate this risk the Fund Manager 
and the Property manager have agreed 
on an operating expense ceiling. For 
Additional expense, the fund manager 
will not be obligated for reimbursement. 
However for future acquisitions, there is 
no guarantee that the fund manager will 
be able to secure the same term of 
business for the newly acquired 
property. 

Compliance 
risk 

Non adherence to the fund's 
regulatory framework as set 
forth by the Regulator can 
have different negative 
implications to the fund. 
Among these risks, 
disqualifying fund's issued 
traded units from trading on 
the exchange. 

The fund manager has a dedicated 
compliance resource in addition to a 
controlling procedure to make sure the 
fund is in full adherence to the Terms 
and Conditions. 

Acquisition 
risk 

The uncertainty that the fund 
manager will be making the 
right acquisition which could 
undermine the unit holders 
return. 

To add extra focus and mitigate this risk, 
the fund board is provided details of all 
due diligence conducted.  

Property 
manager risk 

The fund's physical asset is 
managed by a third party. In 
the event the property 
manager fails to carry out its 
responsibilities as set out in 
the agreement, it can lead to 
unnecessary distortion to the 
operation process of the 
fund's physical asset. Thus, 
impairing fund's performance. 

The fund manager has devised a 
threshold for the purpose of monitoring 
and mitigating this risk should it occur. 
In addition the fund manager at his sole 
discretion can terminate the contractual 
relationship with the property manager 
at any time, provided a 90 days advance 
notice is issued advising the property 
manager by the same. 

Process risk 

Critical processes which the 
fund manager has to 
undertake regularly for the 
fund's smooth functioning 

The fund Manager shares the list of 
processes with the Risk Management 
Office, hence the Risk Management 
prioritize these processes for review 
based on criticality. The review outcome 
will be a set of recommendation based 
on the following:                                                          

1-Data integrity and accuracy                                               
2-Succession planning                                                              
3-Efficiency and productivity.                                                                                                                               

Expropriation 
risks 

The risk that the government 
forcibly takes over the 
ownership of a privately 
owned property 

This is an idiosyncratic risk which its 
outcome nor can be predicted neither its 
impact can be determined presently. 

Absence of an 
authorized 
personnel risk 

Absence of an authorized 
personnel risk 

Fund manager is committed to an up to 
date succession planning which is 
regularly verified by the Internal Auditor 

Location 
Concertation 
risks 

Properties which are fully 
concentrated in a single 
location could be exposed to 
greater market risk 

The fund's underlying asset exposure is 
well diversified across four different 
areas 
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Litigation risk 
Litigation risk is the possibility 
that legal action will be 
taken against the fund 

This is an idiosyncratic risk that is 
difficult to assume and it also expected 
and accepted as part of the course of 
any business. 

Zakat and 
Taxation risks 

Zakat and Taxation risk is the 
chance that Zakat and Tax 
rules may change resulting in 
losses due to higher than 
expected taxes 

The fund manager closely keeps track of 
major economic fiscal development and 
accordingly discount Zakat and Taxation 
relevant scenarios into the fund's annual 
budget.  

Leasehold risk 

Out of the four properties 
owned by the fund, one is a 
leasehold not a freehold. 
Chances of this leasehold not 
being renewed or renewed at 
relatively expensive terms 
could have a negative impact 
on the fund's performance 

Unlike the other freehold properties 
which are depreciated over 25 years, the 
leasehold property is depreciated based 
on the remaining land lease period. The 
leasehold agreement is to expire in 17 
years on December 2036. As such, in 
case of a non-renewal to the land lease. 
The concerned property will be fully 
depreciated. In the event the leasehold 
is renewed at an expensive terms, based 
on IFRS the fund manager will capitalize 
the value of the operating lease by 
calculating its present value. Thus an 
asset will be recognized at a higher value 
reflecting the new pricier lease terms. 

Related party 
credit risk 

Inability to collect dues from 
a related party 

The fund has a credit exposure to Wabel 
Alarabia For Investment Company who is 
a related party by being a major unit 
holder and a service provider to the fund 
through its property management 
company Akeed. The credit exposure is 
due to Wabel Alarabia For investment 
Company collecting rents in its own 
account on behalf of Swicorp Wabel 
REIT.  . As such the rent collected 
continue to be credited to the related 
party's bank account not the fund one. 
To mitigate this interim risk the fund 
manager seeks balance confirmation 
with the related party on a monthly basis 
to confirm the amount of collected rents. 
Furthermore, the Fund manager initiated 
the process of transferring the lease 
agreements to SWICORP WABEL REIT as 
of Q4 2019  

Related party 
settlement 
risk 

Related part failure to deliver 
or pay what is owed to the 
fund 

As of this report’s date, the related party 
exposure belonging to Wabel Investment 
Company as shown in the 31 December 
2019 financials, has been totally settled.  
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1 3  M A R K E T  O V E R V I E W  A N D  O U T L O O K  

1 3 . 1  M A C R O E C O N I C  O V E R V I E W  

Macroeconomic conditions in Saudi Arabia experienced a significant 

positive impact from the non-oil sector underpinned by the success of 

the Kingdom at achieving sustainable economic growth through the 

expansion of non-oil segments of the economy thanks to various 

economic and social reforms programs and initiatives led by the 

Government under the Kingdom’s vision 2030. 

Non-oil sector registered a growth of 2.5% during H1-2019 according to 

the Ministry of Finance of Saudi Arabia. However, this was partly off-set 

by negative impact of oil sector GDP contraction due to relatively low oil 

prices and softening of demand. The net impact of the above means 

overall GDP is forecast to register growth of -0.1% in 2019 (compared 

to +2.4% in 2018) as per Oxford Economics. 

The increase in economic activity levels in the non-oil segments of the 

economy helped reduce the overall unemployment rate in the Kingdom 

slightly to around 5.8% in 2019. During 2019, overall inflation was 

negative (-1.4%) as impact of application of VAT and removal of 

government subsidies on various items subsided. 

In the shadows of continued economic uncertainty, both globally and 

regionally, the Kingdom announced a budget of SAR 1.02 trillion for 

2020 which is 2.7% lower from the estimates for 2019. Though the 

budget is marginally conservative, Government of the Kingdom remains 

committed to supporting implementation of the goals of Vision 2030 by 

achieving fiscal stability and socioeconomic development through 

expanded role of the private sector. 

Overall macroeconomic conditions in the Kingdom remain challenging 

and it may take some time for the market to rebound to the buoyancy 

observed before 2014 oil price crash. However, despite the challenges 

and spending cuts by the Government, ongoing major developments are 

expected to have a significant positive impact on the economic 

performance of the Kingdom over the medium to long run. 

 

1 3 . 2  R E A L  E S T A T E  M A R K E T  O V E R V I E W  

Conditions in the real estate market across the Kingdom showed slight 

improvement during 2019 but remain challenging across all the sectors 

with continuing pressures on occupancy and average rents. As per the 

data published by the General Authority for Statistics of Saudi Arabia, 

the general real estate index for the Kingdom improved slightly from 

80.4 at the end of 2018 to 80.8 at the end of 2019. This slight 

improvement was driven mainly by residential sector with residential 

real estate index improving from 82.7 to 83.3 while commercial real 

estate index dropped slightly from 74.7 to 74.6 during the same period. 
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As per the data published by the Ministry of Justice of Saudi Arabia, the 

total value of real estate transactions in 2019 increased to SAR 179.4 

billion compared to SAR 142.9 billion in 2018 which is an increase of 

around 26%. The number of real estate transactions also increased from 

213,666 in 2018 to 321,716 in 2019 which is an increase of around 

50%. The average size of real estate transactions dropped from SAR 

668,693 in 2018 to SAR 557,635 in 2019 which is a drop of around 

17%. 

As per the prime rental clock published by JLL in its KSA Real Estate 

Market Report for 2019, it is indicated that rents across all major real 

estate sectors (i.e. residential, retail, offices, and hotels) may be 

approaching bottom levels at the end of 2019 across the major cities 

including Riyadh, Jeddah, Makkah and Dammam/Khobar. The only 

exception to the above seems to be offices and hotel rents in 

Dammam/Khobar which seem to be still some way from the bottom and 

may face further downward pressures during 2020. 

The Government is currently undertaking a number of measures to 

improve real estate market conditions across the Kingdom including: 

▪ taking a leading role in development of several mega real estate 

projects in the Kingdom (e.g. Neom, Al Oula Project, Al Qiddiyya 

Project, The Red Sea Project etc.) 

▪ promoting affordable housing developments across the Kingdom 

▪ imposition of white land tax to encourage raw lands development 

in the municipal areas 

▪ increasing loan to value ratio for home loans 

▪ major initiatives to increase the number of religious tourists 

▪ initiatives to promote domestic tourism with large number of 

events planned and organized under the Entertainment Authority 

These initiatives along with projected improvements in macroeconomic 

conditions are expected to help improve real estate market conditions in 

the Kingdom going forward. 

 

1 3 . 3  R E T A I L  M A R K E T  O V E R V I E W  

Retail market in the Kingdom has been witnessing strong headwinds in 

recent years due to a combination of factors including supply 

outstripping demand in most major cities across the Kingdom, 

challenging macroeconomic conditions faced since oil price decline of 

2014 and resulting decline in retail spending particularly by lower 

income households, departure of a large number of expatriate families 

due to the imposition of expatriate family levy, and increased 

operational costs due to regulatory changes among other factors. 

These challenging conditions have resulted in decline in occupancy levels 

in the retail properties, decline in average rents, and collection issues 

due to the lower business volumes for retailers. This has also resulted in 
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slowing down development of major new retail malls across the 

Kingdom. 

However, a bright spot in the retail sector of the Kingdom during recent 

years has been the return of cinemas in the Kingdom. With first cinemas 

opening in King Abdullah Financial District and Riyadh Park Mall, both in 

Riyadh, most big global names in the cinema business including AMC 

and Vox have entered into strong local partnerships with plans to open 

hundreds of cinemas across the Kingdom over the coming years. 

Majority of these planned developments are in major shopping malls 

across the Kingdom which is expected to drive up the footfall in those 

malls with resulting positive impact on the overall sales density of the 

malls and potential improvements in occupancy levels and average 

rents. 

Year 2019 saw significant progress towards achievement of the 

expansion plans of various players in the cinemas sector with a total of 

12 additional multiplexes opening in Riyadh, Jeddah, and Dammam by 

leading players including VOX Cinemas, AMC Cinemas, and MUVI 

Cinemas. 

 

1 3 . 3 . 1  R E T A I L  M A R K E T  –  R I Y A D H  

Retail market in Riyadh experienced significant supply expansion during 

the year 2019 with the addition of new destinations like Riyadh Front, 

Hammad Mall (LAVALLE), Shorofat Al Khair, Garden Wood and Mercato 

Strip Mall. These new developments added an additional 89,000 sqm of 

GLA to the retail supply in Riyadh taking the total retail space in the city 

to around 2.4 million sqm. 

Depending on the progress of construction and development, another 

230,000 sqm of retail space is scheduled for completion during 2020. 

Notable projects under development include Shorofat Al Nada Park, 

Wadi Qurtoba, Faisaliah Mall Extension. 

Average occupancy rates for retail across the city declined from around 

85% at the end of year 2018 to around 83% at the end of year 2019 

with average rents also facing downward pressures particularly in 

regional and community malls driven probably by increased supply of 

retail space and lack of demand growth. 

 

1 3 . 3 . 2  R E T A I L  M A R K E T  -  T A B O U K  

Retail market in Tabouk also remained challenging like across the 

Kingdom with pressures on occupancy levels and average rents as well 

as collections issues. The number of major malls in the city remained 

unchanged at four. The per capita malls GLA in Tabouk remains 

relatively low at around 0.2sqm/capita compared to more than 

0.4sqm/capita in Riyadh and hence the challenges in retail market of 

Tabouk mainly relate to weaker demand rather than an over supply of 

retail space. 
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1 3 . 3 . 3  R E T A I L  M A R K E T  –  H A F R  A L  B A T I N  

Due to the relatively small population of Hafr Al Batin town (around 

270,000), the retail sector of the town relied, to a significant extent, on 

the presence of armed forces and their families in a nearby major 

military base. Due to the deployment of a large proportion of those 

armed forces toward the southern borders of the Kingdom, the retail 

sector has been experiencing declining sales densities. Additionally, a 

new major mall is nearing completion in the town which will almost 

double the retail mall space in the town and hence create further 

competitive pressures for the rest of the retail sector in the town. 

 

1 3 . 3 . 4  R E T A I L  M A R K E T  -  D A W A D M I  

Dawadmi is a relatively small town of just over 50,000 population about 

two hours drive from Riyadh with only one major mall. There were no 

new developments during 2019 neither any seen in the pipeline. General 

conditions remained challenging for the retail sector in Dawadmi during 

2019 like the rest of the Kingdom with pressures on occupancy rates, 

average rents, and collections due to relatively week sales densities. 

 

1 3 . 4  M A R K E T  O U T L O O K  

Real estate market conditions across the Kingdom are expected to 

remain challenging during 2020 with additional pressure expected on 

average rents and possibly occupancy levels due to expected new supply 

during the year particularly in large cities like Riyadh. 

Additionally, the outbreak of Covid-19 pandemic towards the end of 

2019 is expected to have a significant negative impact on the retail 

sector in the Kingdom during 2020 with retail malls closed by the 

Government for around one and half month during March and April 2020 

as a precautionary measure to stop the spread of the pandemic in the 

Kingdom. Additionally, even after the Government allowing the malls to 

open and start operations again, the prudence and precaution by 

shoppers may have a significant negative impact on footfalls and sales 

densities of retailers which in turn may put pressure on the mall owners 

to provide rental relief and discounts to tenants to retain occupancy 

levels. 

However, such impact is expected to be temporary and market 

conditions are expected to normalize once the pandemic subsides and 

precautionary restrictions removed. 

In the medium term, market conditions are expected to improve thanks 

to improving macroeconomics driven by expansion of non-oil sector, 

major government led real estate development projects which are 

expected to create large number of employment opportunities, and 

initiatives to promote domestic tourism with the aim to retain a 

significant portion of billions of dollars which the Saudi population spend 

every year abroad. 
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The number of REITs listed on Tadawul has been increasing gradually 

and the trend is expected to continue. This will mean increasing 

competition for quality real estate assets for acquisition and investment. 

Prudent planning, strong sourcing ability, careful transaction analysis, 

and thorough due diligence would be key to identify and capitalize on 

the attractive opportunities which may arise going forward. Particular 

attention will need to be paid towards targeting resilient sectors, 

sectoral diversity, geographic diversity, credit worthiness of counter 

parties, sustainable level of leverage, and appropriate lease structures 

to minimize earnings volatility risk and improve distribution yield for the 

investors. 

Sources: (i) The KSA Real Estate Market – A Year in Review 2019 by JLL, (ii) Saudi 
General Authority of Statistics, (iii) Saudi Ministry of Justice 
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1 4  A U D I T E D  F I N A N C I A L  S T A T E M E N T S  
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