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Com ment Vision 2020 is the Government’s long term development
plan covering the period from 1996 to 2020. The Eighth Five Year Plan was
released in January 2011 and covers the period from 2011 to 2015, replacing the
Seventh Five Year Plan which saw a period of unprecedented growth in Oman.

Oil prices contribute to government surpluses
The economyOver the period 2006 to 2010, the economy achieved an

average annual GDP growth at current prices of 13.1% per annum and at constant prices
of 6.3% per annum compared to estimates of 2.4% and 3% respectively. A surplus per
annum of 6.5% of the GDP was realised for the plan period, compared to the planned
deficit of 1.4% per annum.

A significant contribution to this out-performance was made by the non oil sector,
Seventh 5 year plan Planned  Actual recording GDP growth of 14.6% per annum against planned growth of 7.8%.
Total oil activities a8 1.2 Industrial activities performed most strongly recording 18% per annum growth, driven in
Total non oil activities 7.8 14.6

part by the construction sector which experienced spectacular growth through the early
part of the period.

GDP (current prices) 2.4 13.1

Source: Min of National Economy
The oil and gas sector recorded a GDP growth at current prices of 11.2% per annum
compared to a planned decline of 4.8% per annum over the five years in what has been a
volatile period for hydrocarbon prices. It is clear that growth across all sectors of the
economy during the plan period was strong and in excess of expectations, however the
current economic downturn will make replication of such growth very challenging.

The Eighth Five Year Plan projects an annual GDP growth of 6% per annum at current
prices and 5% per annum at constant prices. Inflation is expected to remain at an average
of 4% per annum for the plan period. Investment is predicted to increase by 113% over
that within the Seventh Plan, further indicating Oman’s ambition for development.

Key to achievement of this is the implementation of an industrial strategy focusing

Projected expenditure for civil works specifically on the development of information technology, petrochemicals, free zones,
4000 assembly and re-export, and tourism industries. Overall, the plan aims to generate up to
| 275,000 new jobs for Omani nationals.
3000 — The plan has been budgeted for on the basis of average oil prices of $59 per barrel, with
— output planned to remain within the range of 881,000 and 924,000 barrels per day. With
2000 — oil prices currently above $100 per barrel, and considerable political uncertainty amongst
g - OPEC states, it would appear that the observed average oil price over this period may be in
%1000 = excess of this. This prudent planning should help Oman to achieve its targets.
&
E | Although the economy is still heavily dependent on the oil and gas sector, non-oil activities
° 0 = = = s g_r have shown strong growth during the Seventh Five Year Plan and the expansion of the
- - - h - non-oil sector is expected to continue. The continuing and increasing investment into the
B exvenditure development of the Sultanate allied to an expanding economy should provide impetus to
the real estate market across all sectors.
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Villas in central/west Muscat
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ReSidentiaI IeaSing Oman'’s residential leasing market has

experienced several difficult years. Although some positive signs have been seen
over the past year, the market remains relatively unstable. The long term future,
however, looks positive and expectations are for the market to rebound modestly
over the coming years.

Tenant budgets decline

The residential leasing sector has had a buoyant start to 2011, with positive growth in the
number of tenants seeking housing in comparison to previous years. The increase in the
number of people looking for rental properties results from both new employees coming
into the country as companies expand and existing residents seeking better areas or larger
properties for their money.

There has been a notable change in tenant demand trends over recent years. Average
housing budgets are lower, and many tenants are offering significantly lower than listed
rates whilst continuing to expect the highest of standards. On average, new tenant
housing budgets have seen a decrease of 25% to 30% from previous years. Tenants now
have to search harder and further afield to meet their expectations. We have also noticed
that demand has remained relatively constant over the year whereas in previous years
there have been peaks and troughs.

Outlying areas such as Bowsher and Mawaleh have increased in popularity driven by lower
prices, relative to more central areas, and an improved road network providing a better
level of access. Integrated Tourism Complex (ITC) projects such as The Wave and Muscat
Hills remain in demand due the quality of housing and the modern design.

Overall there has been a continued growth in available housing but the design and

quality of housing has not necessarily progressed to meet tenant requirements. Larger
scale developers are moving towards smaller, higher density housing in the central areas
due to high land costs and lower availability. There are many apartment block projects
currently under development that will come into the market within the year, while there
has been a notable decrease in available detached ‘stand alone’ villas. As the market
changes, property types will need to shift with tenant demands and developers will need
to build more modern housing aimed at consumer demand. We foresee a two tier market
developing between well designed properties suited to tenant requirements and properties
which are poorly designed or built.

Rental values have continued to soften although the rate of decline has started to level off.
Some areas have been harder hit due to the quality of the area or the properties available.
Rates are variable and relative to the area with micro markets developing within each area.

There are some signs of increasing stability in the residential leasing sector but further
softening of rental values can be expected in the short to medium term, particularly as
the supply of new apartments comes into the market. The long term outlook is that the
market should start to show signs of recovery as the economy continues to expand.
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ReSidentiaI Sa |ES The population of Oman has grown and

become increasingly urbanised over the years with approximately 73% of people
now living in urban locations. When allied to the trend of Muscat to expand
westwards due to topographical constraints, the result has been an increasing
need for housing designed for and affordable to the local population in western
areas of the city such as Al Khoud and Seeb.

Demand increases for affordable
housing

Sales rates Several developers have picked up on these trends and there is increasing development

of affordable housing in these areas. The development of the western part of the city has
800

also received a significant boost from the recent opening of the Muscat Expressway which

has increased the area’s accessibility and significantly improved travel times to the more
600

established, central parts of the city where many people work.

200 Traditionally Omani families have built their own homes but, due to the expense and time

involved in the design and build process, many Omanis are now looking at the option of

200 purchasing either off-plan or completed properties. With the rise in family incomes and

the availability of a range of new mortgage products, housing is becoming increasingly

Omani Rials per sqg m

obtainable and affordable to the local population.
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Of note is the fact that the younger nationals, who form a significant proportion of the

Dar Al Zain
Al Khoud
Gardens
Talat Al

population, are increasingly open to living in semi-detached or terraced villas whereas

Adayat Complex

B traditionally residential properties have been detached villas: this has allowed denser and

more economic forms of development with resultant decreases in the cost of properties.

We are aware of five current affordable housing developments of varying sizes (ranging
from 10 to 186 units) in the Al Khoud and Seeb areas which will bring a total of 346
attached villas into the market in the near future. The properties that will be provided
range in size from three to five bedrooms, with the majority having either four or five
bedrooms. The average size of these units is 240 to 280 square metres of built-up area.
The design of these developments is much denser than the norm with semi-detached or
terraced houses on relatively small plots.

The average sales price for these developments is RO 300 to 320 per square metre
of built-up area. At this pricing level, market interest has been strong and sales have
performed well while properties priced above this level have struggled in comparison.

No. of beds Size (sq m) o o
As the Government focuses on bringing more Omanis into the workforce and the

250
284

Taranim, Seeb

Do Al 2o Sech 34 population continues to migrate to urban areas, there is an increasing need for affordable

Adayat Complex, Seeb 280 housing located and designed to suit the requirements of the local population. The result
Al Khoud Gardens 277 . . . .
Talat Al Khoud 237 has been an increasing number of affordable housing developments in the western part

INFNENET RTINS

Average 266

of the city and we expect to see further expansion in this nascent sector.
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Reta | I Prior to 2000, the retail sector was almost exclusively catered for

by individual, ground floor units and smaller malls containing local and regional
outlets. This trend changed in 2000 with the development of large scale retail
malls such as Muscat City Centre, Qurum City Centre and Markaz Al Bahja which
attracted international brands. By 2010 there was estimated to be around 300,000
square metres of lettable mall area within the Sultanate.

Development of smaller outlets
continues

Retail mall rents The pace of retail mall development has, however, slowed significantly with the only large

scale retail mall currently under development being the delayed, 60,000 square metre Tilal
40

Grand Mall in Al Khuwair which is expected to open later this year. Outside of Muscat,

we also understand that the proposed Majid Al Futtaim Group development of Sohar City
30 —

Centre retail mall has been put on hold. The indication is that, despite the relatively low

level of retail mall space in relation to the population, the appetite from both occupiers
20 —

and consumers for large scale retail malls has been sated in the short to medium term.
Reasons for the apparent curtailing of the appetite for large scale retail malls include the
fact that levels of per capita disposable income are relatively low in comparison to other

Omani rials per sq m per month

GCC countries and that Muscat is not seen by tourists as a shopping destination in the

0 . - .
£z 98 z 3% & e same way that, for instance, Dubai is perceived.
*g < z In contrast to large scale retail mall development, smaller scale retail malls in niche
Bl nigh Blow locations, aimed at high end consumers are attracting significant tenant interest and high

rental values. Examples include the Royal Opera House Mall and the retail development
at The Wave: both of these are in high quality locations and offer around 6,000 square
metres of lettable space.

The supermarket sector has also shown some significant recent growth across the

Sultanate with further expansion expected. As an example, the Lulu chain of hypermarkets

has recently opened a 33,000 square metre hypermarket in Salalah with further Lulu

hypermarkets planned for Buraimi, Nizwa and Khasab: this will take the total number of
Lulu outlets in the country to eleven.

D d N .
emand {sq m) It would appear that, after a decade of significant development, the appetite for further

?goto 1230 ;g large scale retail space has been sated to a large degree in the short to medium term.
to

200 to 1000 15 Interest remains, however, in smaller scale retail malls in niche locations while the
over 1000 10

supermarket sector catering to people’s everyday needs appears set for further expansion.

Oman contacts

Philip Paul, MRICS Francis Selvaraj Shruti Dilip Matthew Wright

Head of Country Head of Professional Services Commercial & Retail Strategic Consultancy

+968 2456 4250 +968 2456 4250 +968 2456 4250 +968 2456 4250
philip.paul@om.cluttons.com  francis.selvaraj@om.cluttons.com shruti.dilip@om.cluttons.com matthew.wright@om.cluttons.com

Middle East offices

Bahrain & Saudi Arabia Dubai Sharjah Abu Dhabi
+973 1756 2866 +971 4334 8585 +971 6572 3794 +971 2659 4001
tim.glover@bh.cluttons.com steven.morgan@ae.cluttons.com lesley.preston@ae.cluttons.com william.dewsnap@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
@ r e S e a r C h forecasts set out herein should not be relied upon to replace professional advice on specific matters. No responsibility for loss occasioned to any person

acting or refraining from acting as a result of any material in this publication can be accepted by Cluttons & Partners LLC.
© 2011 Cluttons & Partners LLC
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