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Com me nt The economy continues to recover from the impacts of the

global recession, buoyed by increasing oil prices. The Sultanate’s GDP for the first

quarter of 2011 rose to RO 6,153 million from RO 5,338 million in the same period
in 2010, an increase of 15.3%.

Employment levels have risen steadily from 2008

Employment in the private sector
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GDP at current prices (RO millions)

Q12011 Q12010 Change%

Total GDP 6,153 5,338 15.3
Contribution of petroleum 2,969 2,521 17.8
activities

Contribution of non- 3,309 2,941 12.5

petroleum activities

Source: Ministry of National Economy

Government income (RO millions)

H12011 H22010 Change %

Total revenue 5443 4,221 29.0
Contribution of oil revenue 4,060 2,842 42.9
Contribution of gas revenue 503 446 12.9

Source: Ministry of National Economy
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The economy The increases in oil prices have had a significant impact

on national revenues with the Government’s income rising to RO 5,443 million in the first
half of 2011 in comparison to RO 4,221 million for the same period in 2010, an increase
of 29%. This increase is due almost exclusively to a 42.9% increase in oil revenues from
RO 2,842 million in H1 2010 to RO 4,060 million in H1 2011 while the revenues from non-
oil sources such as customs duties, corporate income tax and capital revenues remained
stable or fell. Qil revenue contributed 74.6% of the Government’s income in the first half
of this year compared to 67.3% in the same period in 2010. The Government’s finances
remain healthy but heavily dependent on oil revenue.

The good health of the private sector is illustrated by the fact that employment levels
for both nationals and expatriates have risen steadily from 2008. The number of Omani
employees in the private sector has risen from 147,194 in 2008 to 177,716 in 2010, an
increase of 20.7%, while the number of expatriate employees in the same period has
grown by 20.2% from 794,935 to 955,630. It is clear, however, that the private sector
remains heavily reliant on expatriate employees.

Government figures show that building materials such as steel, copper, mechanical/
electrical equipment and ceramics have shown price rises of over 10% in comparison to
H1 2010 but values for basic materials such as cement, blocks, marble and sand have
dropped, resulting in a relatively low year-on-year increase in the cost of building materials
of 4.4%: this is very much in line with consumer inflation. The building materials price
index peaked at 186 in Q3 2008 following rapid increases in the preceding 18 months
before subsiding to a low of 149 in Q1 2009: the subsequent growth of the index has
been stable resulting in a level of 162 in Q2 2011.

Omran, the Government’s tourism development arm, has recently announced that three
hotel projects will soon start construction. The Fort Hotel in Bausher, Muscat is a luxury,
boutique hotel with 120 suites, 6 spa suites and 8 villas which is expected to be completed
by the end of 2012. The Khasab Hotel in Musandam is a 110 room, 3 star hotel which is
expected to open at the start of 2013. The Jabal Al Akhdar hotel is a 5 star hotel located

in the Hajar Mountains: the hotel will provide 78 rooms, 6 suites and 2 villas when it opens
in 2013. The three hotels appear well suited to the market and will be welcome additions
to the Sultanate’s hotel sector.
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ReS|dent|a| Demand for residential properties in the capital area

has remained steady over the year and we expect it to increase over the coming
months as the economy continues its recovery and staff come into the Sultanate to
assist with the implementation of the large scale infrastructure projects set out in
the Eighth Five Year Plan. This has, however, to be set against an increasing supply
of residential apartments in particular, allied to a shortfall in quality of much of
the supply in relation to tenant requirements.

Two tier market developing

Demand is particularly strong for the established central areas of Qurum, Shatti Al Qurum

and Madinat Qaboos while the coastal suburbs of Ghubrah North and Azaiba have
Monthly rental value - 2 bedroom apartment become increasingly attractive as they have developed significantly over recent years.
Properties at The Wave and Muscat Hills remain in demand due to their design, setting
and facilities, despite their separation from the central area. The Bausher area has also
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shown rapid recent development and has become increasingly attractive due to its access

600 to the recently opened Muscat Expressway.
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Significant rises in residential rental values in the two years up until up until mid-2008

300 resulted in extensive development activity as landowners sought to exploit favourable
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market conditions. The results of this development activity are now being introduced into
the market and are contributing to an over-supply of residential rental properties across
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the capital area, particularly for residential apartments. Much of the new supply coming
into the market is, however, poorly designed and/or built.
I | shattialQurum | | Azaiba
B Al chuwair B Arvail Average tenant budgets have fallen over recent years while, conversely, the expectations
of tenants have risen as they seek greater quality and value for money. Tenants are looking
for well designed and built properties with features such as good quality fixtures & fittings,
outdoor space, excellent maintenance and leisure facilities. It is apparent that tenants are
increasingly willing to compromise on the size and even location of a property rather than
Monthly rental value - 4 bedroom villa onfts quahty'
1600 Overall, there has been a continued growth in available housing but the design and quality
1400 — of housing has not necessarily progressed to meet tenant requirements. We foresee a
1200 — two tier market developing where well designed properties suited to tenant desires have
1000 - relatively stable rental values and high occupancy rates while properties which are poorly
800 - designed or built have declining rental values and increasing voids.
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A relatively new trend that has become evident is a strong and increasing demand for

fully furnished apartments as contracts become shorter and expatriate residents more
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transient. Our experience is that companies looking to take a number of apartments
within a development often ask that they be fully furnished. Furnished apartments also
provide the opportunity to exploit the 3 and 6 month company let market which is
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Muscat Hills
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becoming increasingly popular when new staff or short term consultants are brought into

Shatti Al Qurum
Madinat Qaboos

l | Monthly rental value

the country.
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Monthly rental value
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Monthly salaries of Omani employees in the private sector

Number of employees
December 2010 June 2011 Increase %

300 to 500 15,144 21,008 39
500 to 700 5,550 7,192 30
700 to 1000 3,533 4,297 22
More than 1000 3,782 4,746 25

Source: Ministry of National Economy
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Reta | I Muscat currently has approximately 300,000 m2 of retail space

in purpose-built retail centres. This figure does not include a large number of
ground floor retail units and showrooms in mixed use buildings predominant in
areas such as Ruwi, Ghubrah North and Al Khuwair. Five current developments
will deliver an additional 100,000 m2 of good quality retail mall space into

the market over the next 18 months. At present, however, Muscat City Centre
continues to dominate the retail mall sector in terms of footfall and rental values.

Continuing strong demand for
smaller retail spaces

A recent announcement has stated that the Grand Mall, part of the large scale Tilal
Complex mixed use development in Al Khuwair, will open in October this year. It promises
to deliver many new brands into the market and, with a floor area of over 60,000 m?,
will be by far the most significant retail mall in terms of size to open in the capital area
since Muscat City Centre in 2001. Carrefour will be the anchor tenant, continuing the
supermarket chain’s expansion in the Sultanate.

The Royal Opera House Mall, which will provide around 6,500 m?2 of space, is also due

to open by the end of the year, while the retail and restaurant facilities at The Wave
continue to expand: both of these retail developments are of a moderate scale and aimed
at the upper end of the market. We also understand that the hypermarket chain, KM
Hypermarket, has leased all of the 5,000 m2 retail mall in the mixed use Bin Ham Building
in Al Khuwair and that this will open in the near future.

There are only four cinemas at present in the capital area. We understand that cinemas are

currently at various stages of development in the Al Harthy Complex, the Tilal Complex and
at Muscat City Centre. This indicates that retail malls are looking to entertainment facilities

in addition to children’s play areas to widen mall attraction and encourage footfall.

Despite the economic downturn and recent social unrest, there is a continuing strong
demand for smaller retail spaces, especially from the food & beverage sector looking
for space within successful retail malls with proven footfalls or in prominent locations
with good parking. Demand also remains good for established shopping malls with a
high footfall but the indications are that some of the newer retail malls are proving less
attractive to potential tenants and performing below expectations.

The development of the retail sector, excepting the rapid development of the supermarket
sector catering to people’s day to day needs, is limited to a large degree by the country’s
relatively low levels of disposable income per capita. Recent statistics from the Ministry of
National Economy indicate that the salaries of Omani nationals in the private sector have
seen significant increases in the first half of this year. The increasing levels of disposable
income resulting from this allied to a growing workforce should be of significant benefit

to the performance of the retail sector.
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Warehouse rental values by area
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Port of Sohar cargo throughput and vessel calls

2009 2010 2011 E
Total freight 10,722,597 12,245,443 19,547,015
Vessel calls 1,013 1,110 1,334

Source: Port of Sohar

Contribution of industrial activity to GDP

Q12011 Q12010 Change (%)

Manufacturing ®o millions) 621 508 22.3
Transport, storage & 452 395 14.3
communication (ro millions)

Source: Ministry of National Economy
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I nd UStrIa| Government figures show that the industrial sector continues to
expand and this growth is expected to continue under the Government’s aims in its Eighth
Five Year Plan. The manufacturing sector contributed RO 621 million to the Sultanate’s
GDP in the first half of 2011 in comparison to a contribution of RO 508 million in the first
half of 2010, an increase of 22.3%, while the transport, storage & communication sector
contributed RO 452 million in the first half of 2011 in comparison to RO 395 million in

the first half of 2010, an increase of 14.3%. Together the manufacturing and transport,
storage & communication sectors made up 17.4% of the national GDP in the first half of
2011 in comparison to 16.9% during the same period in 2010.

Industrial sector continues to expand

A recent directive from His Majesty Sultan Qaboos Bin Said announced a phased movement
of cargo and container operations from Port Sultan Qaboos (PSQ) to Port of Sohar and the
conversion of PSQ to an exclusive tourism port. We understand that the intended deadline

for this move is the end of 2012. Cluttons considers that this is a positive step which provides
greater structure and certainty for the development of the light industrial and logistics sector in
the Sultanate.

Port of Sohar has shown significant development over recent years in terms of freight
throughput and vessel calls. This growth will be significantly boosted by the re-routing of freight
traffic from PSQ. To give an idea of the potential impact of the proposed move, in 2010 PSQ
handled 10,643,884 freight tons of cargo, including 306,464 TEU containers and 97,179
vehicles, resulting from 1,858 vessel calls at the port.

In addition to the world class deep sea port and freight handling facilities in Port of Sohar, the city has
an improving transport network, expanding heavy industrial activities, an established industrial estate
and a 4,500 hectare freezone under development. Sohar has direct road links to Abu Dhabi, Dubai
and the northern Emirates as well as benefitting from the proposed Batinah Expressway to Muscat.
These roads, coupled with the ports strategic location outside the Straits of Hormuz, the development
of Sohar Airport and connection to the proposed GCC railway network, provide the opportunity for
Sohar to establish itself as a regional industrial and logistics hub with global potential.

The majority of warehousing/light industrial units in Oman remain owner built and occupied. As
a result, there continues to be a very limited supply of light industrial/iwarehousing units available
for rent. Our experience of the Muscat and Batinah markets is that demand for warehousing
facilities is good with the result that rental values for warehousing have remained stable while
other property sectors have shown significant declines over recent years.

Shruti Dilip
Commercial & Retail

+968 2456 4250
shruti.dilip@om.cluttons.com

Matthew Wright
Strategic Consultancy

+968 2456 4250
matthew.wright@om.cluttons.com

Dubai +971 4334 8585
steven.morgan@ae.cluttons.com

Saudi Arabia +973 1756 2860
kristian.syson@bh.cluttons.com

Sharjah +971 6572 3794
lesley.preston@ae.cluttons.com

Whilst every effort has been made to ensure the accuracy of the data and other material in this report, Cluttons & Partners LLC does not accept any liability
(whether in contract, tort or otherwise) to any person for any loss or damage suffered as a result of any errors or omissions. The information, opinions and
forecasts set out herein should not be relied upon to replace professional advice on specific matters. No responsibility for loss occasioned to any person
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© 2011 Cluttons & Partners LLC




Cluttons Oman property market update - October 2011

5 ppase b Lok a3 il g il () Ao g8l o8 1 s ;A Ll
Al Lpesadll Aadl) yy 555 353 ) 5l A sSall Cilaal ) 8 saill 138 ey o @B 55 cps sl
) aall il Y Flae by ¢sle 621 Bt 3 Ay sl e Liall U a3l

On JsY) Caaill G Jlee Jly O sale 508 ae L8 2011 ple o J5Y) Ciuail) i ALl
ey VLY 5 0 3800 5 Jail Ul aals (o (8 22.3% L 33 34 61 <2010 ple
et J O ssle 395 ge 4 8a 2011 ple o I Caaill & Jled ) 0 5ile 452 a8
Jall ptatl el i L 14.3% W 8 53433 1 <2010 ple e Js¥) oalll 8
5,a 2011 Ao e IV Caatll & ik sl i) Jaa) (50 17.4% Lae VLY 5 o3 33301
2010 ple (e byl i SR 16.9% eo

peisill Jaal g3 e liall g Ual

i Al e S 3 e s (o el ULl DS Caalia 0o T A se aea dia s ol
58 ULl el gnd s Jlam elise ) (o (ULl 5line (pa iy lall 5 qilamd] Cillee
2012 ple Alely (ot 5 shall odgd el ae sl o @i iy alaw elise ) i jas
Drshl G 5 Al o ST 8 55 g Alag) 8 5had Jiai s shall oda ol 55U (55 s

Aakaladl 8 A ) cilaral) 5 diisl) clelial) gl

Sle il g ailiadl g de s Cun a5 A Y1 i) 98 U sale 15l jlaia olive 35
slise (o (a3l 48 a apn sisale) A (e Jasale IS saill 138 a3 & 0 el ey i)
0o 58 laldl ¢line a8 da yitall 5 gadl) o3gd Jaiaall L3l e 3 S8 elac Y 5 sil8 Ualudl
Lalle 4puld 4y 5la 306464 Gensli giliadl e 0h 10643884 (e S 02322010 ple (b
bl A gl Je il 1858 (e 4x3li 48 2 97179 5

3_'\.\“&.«.“(»'434)\;;4¢U§A‘;_j\_)ﬂ|z\=\dl.cé@\ﬁj&@\f}@)@\9@\‘;}3\3@:}1\4
)ﬁ}m:ﬂm‘aﬁﬁz\&h}:\;ﬂ\)@m&}amyugﬂ%smmi}mdﬂ&ﬂ
@25 B sl )8l Gk da g dal Gl Jlaa sline ey, liSa 4500 dabe e
‘_A\‘é‘)ﬂ\ahﬁ‘)5}3}_Cﬁd\ﬁm‘;‘;\@‘)ﬂd\:ﬁ\k\_ﬂ\&)LQAMMS@M\Q\)\A}”}
M\MJMY\})&AJ&A‘)&}H}‘})&ég@c)&;ﬁg&ﬁﬁ\)ﬁu‘}“cﬁ}d\g_ﬁ\;
ol S S 4 3l an elisal il ¢ il (g shall o 52 A el Fypasan
i alle oladl (55 call) sl

Aoty Dl U8 (e sliia 5 4S slae Glae 8 Addall cileluall/cp 53l Glaa s ddle J) 35 Y s
e A rall o jaili/Aasall Cileliall Calas g e laa 33 an0 AnaS llia JI 33 Y A
Aagiis B (oA B8 e e bl ¥ ane of ) Al g Jabsa (3) gusl B L pa i

Tas i (5 A 4 Jlanll cileUadl) & jlal (m 35 jitue o3 A0 Cilan gl il 0 J) 35 Y el
3, @l ) oA W ale

Oman contacts

Philip Paul, MRICS
Head of Country

+968 2456 4250
philip.paul@om.cluttons.com

Francis Selvaraj
Head of Professional Services

+968 2456 4250
francis.selvaraj@om.cluttons.com

Shruti Dilip
Commercial & Retail
+968 2456 4250

Middle East offices

Abu Dhabi +971 2659 4001
william.dewsnap@ae.cluttons.com

Bahrain +973 1756 2860
harry.goodsonwickes@bh.cluttons.com

Dubai +971 4334 8585
steven.morgan@ae.cluttons.com

Saudi Arabia +973 1756 2860
kristian.syson@bh.cluttons.com

Ol OIS G gl e dida ) s i 4y
Oy gt g Aoalall Sl (yinny

pose A Jani 0 (0 2 LS5 5 5

© 2011 ¢ 0 2llS ) 5 3OS

Warehouse rental values by area

5
=
S
5
E4
DR
£
g 3
[
=]
T
>
:_52
f=y
o
2
S 1
)
<
o
©
N

Ghala
Rusayl/Misfah
Barka
Mabellah
Sohar

Source: Cluttons research

Port of Sohar cargo throughput and vessel calls

2009 2010 2011 E
Total freight 10,722,597 12,245,443 19,547,015
Vessel calls 1,013 1,110 1,334

Source: Port of Sohar

Contribution of industrial activity to GDP

Q12011 Q12010 Change (%)

Manufacturing (ro millions) 621 508 223
Transport, storage & 452 395 14.3
communication (o millions)
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Monthly salaries of Omani employees in the private sector

Number of employees
December 2010 June 2011 Increase %

300 to 500 15,144 21,008 39
500 to 700 5,550 7,192 30
700 to 1000 3,533 4,297 22
More than 1000 3,782 4,746 25

Source: Ministry of National Economy
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Monthly rental value - 2 bedroom apartment
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Monthly rental value - 4 bedroom villa
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Employment in the private sector
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Source: Ministry of National Economy

GDP at current prices (RO millions)

Q12011 Q12010 Change%

Total GDP 6,153 5,338 15.3
Contribution of petroleum 2,969 2,521 17.8
activities

Contribution of non- 3,309 2,941 12.5

petroleum activities

Source: Ministry of National Economy

Government income (RO millions)

H12011 H22010 Change %

Total revenue 5,443 4,221 29.0
Contribution of oil revenue 4,060 2,842 42.9
Contribution of gas revenue 503 446 12.9

Source: Ministry of National Economy
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