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Chairman’s Message

The Investor Magazine
Welcomes You to a Year of
Prosperity and Growth!

As we step into a new year, this
edition of “Investor” magazine
reviews global economic and
market performance in 2024
and explores the key factors to
watchin 2025, a year full of new
aspirations and anticipated
optimism.

by the resilience of the U.S.
economy, which plays a major
role in shaping global financial

conditions.  Concerns  over
a potential recession faded
as inflation rates declined,
prompting  major  central

banks to reduce interest rates.
Additionally, pro-business
policies introduced by newly
elected U.S. President Donald
Trump, along with sustained
momentum in stock markets—

Meanwhile, GCC economies
and  markets  experienced
modest growth. Oil prices
declined, and OPEC+ extended
its production cuts, while rising
geopolitical tensions further
impacted gains.  However,
economicdiversification efforts
in the region have started to
bear fruit, with the continued
expansion of non-oil sectors
providing a key positive boost
to the Gulf economy.

As we begin 2025, several
critical themes will  shape
market  trends,  including
the Federal Reserve's stance
on inflation, policies of the
new U.S. administration, and
the stability of geopolitical
dynamics. In the GCC, the
gradual easing of OPEC+
production cuts and sustained
growth in non-oil sectors may
support markets and reinforce
economic expansion strategies
aimed at diversifying revenue
sources.

This edition of “Investor”
highlights a key sector in
the Gulf economy—the car
rental market, with a special
focus on Kuwait. This industry

Theyear 2024 witnessedrelative  particularly in technology and  is  undergoing  significant
improvement compared to  artificial intelligence—helped  transformation, driven by
previous years, despite initial  strengthen overall market  evolving consumer behaviors
uncertainties. Global markets  performance. and government  policies
continued to grow, supported that promote economic
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diversification and  related
projects. With the Gulf region
emerging as a major business
hub and an attractive tourist
destination, demand for car
rentalserviceshassurgedacross
various segments, including
individuals, corporations,
business travelers, and tourists.

Market indicators show
promising growth in  this
sector, with rising investor
interest and an increasing

number of companies entering
financial markets. A notable
example is Saudi Arabia’s Lumi,
which expanded its fleet at
a compound annual growth
rate of 352% between 2019
and 2023, while its 2023 IPO
was oversubscribed by an
impressive 11.5 times.

In Kuwait, the car rental sector
is distinguished by several
successful  companies  with
decades of experience and
extensive fleets. In this issue,
“Investor” magazine highlights
the achievements of key
players such as Aayan Leasing
and Investment Company,
established in the late 1990s;
Al Mulla  Rental, which
operates over 22 branches;
and Automak, which boasts
a large fleet and significant
market  share. Additionally,
several digital platforms are
continually enhancing service
offerings with advanced and
innovative solutions.

The sector continues to
evolve through technological
advancements, reshaping

operational landscapes with
sophisticated booking systems,
flexible rental conditions, and
modern payment solutions.
Sustainability has also become
a crucial factor, with companies
integrating  environmentally
friendly practices into their
business models. With growing
demand, the car rental
industry is set for continued
development, embracing
technology, sustainability, and
new service offerings aligned
with  changing  consumer
preferences. Ultimately, this
remains a promising sector
worth closely monitoring in
the coming vyears, particularly
as several innovative platforms
have achieved notable success
in the region.

Abdullah H. Al-Terkait
Chairman of UIC
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In  contrast, the Eurozone
struggled with a manufacturing
slowdown, as its largest
economies—Germany,  ltaly,
and France—grappled with
industrial ~ recessions. UK
is also experiencing slow
economic growth amid muted

consumer spending and sticky
inflation. Despite rate cuts by
central banks, weak consumer
spending & stubborn inflation
limited economic recovery.

Meanwhile, China's economic
struggles continued, hindered

by a persistent property market
slump & subdued domestic
consumption. However,
fiscal and monetary stimulus
measures  provided  some
support, enabling modest
gains in the equity markets.

Growth Expected for Most Economies in 2025

> 0.4 J 08 B0 |
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| ‘
0 - .
2023 2024 2025 2023 2024 2025 2023 2024 2025 2023 2024 2025
World North America Euro-area Emerging Markets
Source: IMF

U.S Equities Lead Market Performance in 2024
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Source: Refinitiv

MARCH 2025 9 Issue 21



2025: Optimism Tinted with Caution

As we step into 2025, several
key factors dominate the
global economic narrative:
evolving inflation and interest
rate  dynamics, the impact
of  President-elect  Donald
Trump’s proposed policies, and
lingering geopolitical concerns.

One major shift in narrative for
2025wasfromthe U.SFed.While
the continuation of monetary
easing in 2025 had been widely
expected, in December 2024,
the Fed dialed back on its rate
cut expectations for the year,
citing stickiness of inflation.
The Federal Reserve’s revised
outlook on rate cuts—reducing
expectations from 100 basis
points to 50 basis points—
underscored the challenges
of managing inflation. Despite
this adjustment, U.S. markets
appear stable, as much of the
impact has already been priced

in. U.S economy is also likely
to remain on a solid footing in
2025, aided by lower interest
rates, continued easing of
inflation and stable labour
markets. Implementation of
Donald Trump's proposed
policies on tariffs, immigration
& geopolitics & their impact
on inflation and economic
growth would be keenly
watched out for. While policies
on tax cuts and deregulation,
if implemented, would be
received well by the markets,
the general uncertainty as the
policies materialize would lead
to increased market volatility.
Economic uncertainty persists
in the Eurozone, exacerbated
by elevated energy prices
and geopolitical instability.
Meanwhile, China’s recovery
efforts hinge on the success
of government  stimulus
measures & structural reforms.

On Home Ground 2024;

Diversification Agenda Bearing Fruit




GCC Economies: Non-Oil Economy Driving Growth
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Equity markets in the region
delivered subdued results in
2024. While non-oil economic
growth and rate cuts offered
some support, oil price
volatility and geopolitical risks
dampened investor sentiment.
That said, country-level market
performance varied. Dubai led
the GCC with strong equity

performance, driven by its real
estate and tourism sectors.
Kuwait's markets emerged as
the second-best performers,
buoyed by improved corporate
earnings,growingcreditactivity,
and increased project awards.
On the other hand, Saudi
and Abu Dhabi markets were
weighed by blue-chips such

Dubai and Kuwait Lift Up GCC Equity Markets in 2024

as Saudi Aramco and Emirates
Telecommunications  Group
Company. The GCC IPO boom
continued during the year with
53 IPOs raising USD 12.9bn, up
from 46 IPOs amounting to USD
10.8bn in 2023.

27.1%

8.0%

v

Bahrain Abu Dhabi Qatar
. 2.4% 2.0% 0.6% ]
— - - —
= 0-3% -1.7% -2.4%
Dubai Kuwait Oman GCC Saudi

Source: Refinitiv
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Saudi Arabia is forecasted to
achieve a robust growth rate of
4.6% in 2025, primarily driven by
increased oil production. Non-
oil sectors are also expected to
expand significantly, reflecting
the tangible impact of Vision
2030 reforms. Similarly, Qatar’s
economy is poised to benefit
from its expanding tourism
sector and infrastructure
projects, despite stagnation in
hydrocarbon growth until LNG
projects go live in late 2025.
UAE's economy is also expected

2025: Hopes of Oil-Fueled Growth

with higher oil production
quota adding to the non-oil
economic momentum.

In Kuwait, stable project
awards, credit growth, and a
low-interest-rate  environment
are  likely  to  support
economic expansion in 2025.
The unwinding of OPEC+
production cuts could further
boost oil revenues, though
geopolitical  and  taxation
concerns  may introduce
headwinds.

to continue its growth gallop,

Kuwait’s Economy in Numbers

2.7%vyly
Growth in non-oil
GDP in H1 2024,

followed by 2.5% y/y
dip in Q3 2024

3.2% yly 2.36% yly
Domestic credit Inflation as of
growth as of November 2024
November 2024

KD 1.5 bn 3.3%yly
Project awards GDP growth

as of 9M 2024 estimate for 2025

Source: Various; Note: PMI- Purchasing Managers' Index; A value above 50 indicates economic expansion.

MARCH 2025 12 Issue 21



INVESTOR

lease is essentially a

contract through which

the property owner

(lessor) grants another

party (lessee) the right
to use an asset in exchange for
payment over a specified period.
The parties involved are known as
lessor (the owner of the asset that
grants the right to use it to another
party under the terms of the lease
agreement) and lessee (the party
that obtains the right to use an
asset from the lessor in exchange
for periodic payments). Leasing
offers mutual benefits: the lessor
gains a steady income stream, while
the lessee avoids upfront costs and
enjoys flexibility.

Leasing Process

Assets / Properties / Equipment

=

Contract for a specific period

o @ &

Monetary Consideration

Source: Marmore

MARCH 2025
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There are several types of leasing agreements, such as:

} Financial Lease

This  lease  provides the
lessee  substantial  control
and responsibilities akin  to
ownership, with an option
to purchase the asset at the
end of the term. The lease
term typically covers most of
the asset’s useful life. Alijarah
Holding (also known as
National Leasing Company)
from Qatar is a well-known
player in the financial leasing
segment along with Kuwait's
Kuwait Finance House.

} Operating Lease

The lessor retains ownership
responsibilities,  while  the
lessee benefits from short-term
usage without maintenance
costs. Al-Futtaim Group from
UAE and Al-Sayer Group from
Kuwait are key players in the
operational leasing segment.

> Sale and Leaseback

The seller leases back the
asset immediately after selling
it, gaining liquidity while
retaining usage rights.

> Leveraged Lease

This involves financing the
lease through a mix of the
lessor's funds and third-party
loans, making it a tripartite
agreement.

> Hire-purchase

It is a financial arrangement
wherein a buyer makes an
initial  down  payment for
an asset and then pays the
remaining balance in regular
installments. ~ The  buyer
gains possession of the item
immediately, but ownership
is transferred only after all
payments are completed.

> Short-term Rental

A flexible option for short
durations, typically under 30
days.

Leasing remains attractive due
to its cash flow benefits, pay-
for-use model, and access to
the latest technology without
ownership burdens.

Ease on the company’s cash
flow: Instead of blocking
huge funds to purchase an

asset, leasing enables the
company (lessee) to use the
asset with payments spread
over the lease term. No large
upfront payment is required,
and the company is free from
ownership costs.

Pay for Use: Leasing reduces
the financial burden  of
underutilized and depreciating
assets to the lessee. Leasing
contracts enable the lessee to
lease the asset for a specified
period, following which the
company could either renew
or terminate the contract.

Access to the Ilatest
technology: The company
could lease the most up-
to-date  equipment  and
technology which enables it to
stay competitive in the market.
Upgrades to newer models
can be made after each lease
term.

Variety of assets to choose
from:  Companies  could
choose from a variety of assets
such as real estate, equipment,
machinery and electronics to
lease. The flexibility to choose
from various assets is tailored
to specific business needs.

Maintenance: Many
leasing agreements include
maintenance as a part of their
lease which in turn reduce
additional  operating  costs.
Assets would also be serviced
by trained professionals in
order to ensure optimal
performance.

MARCH 2025
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Kuwait Leasing Industry and Major Players

Kuwait's leasing industry is poised for growth, driven by rapid urbanization, technological
advancements, and government initiatives to diversify the economy.

SPOTLIGHT:
Aayan Leasing &
Investment

alel
A'AYAN
Group  dsgexll

Aayan Leasing and Investment
is a leading player in Kuwait's
operational leasing market.

Key Moments

Establishment of Aayan
1998 Leasing and Investment
Company
AN

Listed in Boursa Kuwait 2002

Initiated strategic fleet
expansion.

2022

The company was established
in 1998, with many notable
names as its shareholders -
Al-Ghanim  family, ~ Al-Rumi
family, Behbehani family and
KFH. Initially, the company had
focused on real estate and
leasing, and had ventured into
investments in early 2000s.

Upgraded to Boursa ~ .
Kuwait Premier Market;
Best Leasing & Investment
Company in Kuwait award
from International Business
Magazine -

2023

2024 Fleetsize reached 9,000,
up from 7,000 in 2021

Subsidiaries and Ownership

Company

Aayan Investment
and Leasing

Areas of Operation : Q3 2024
(Split by Revenue)

Other Income
10%

Real Estate — &)

Aayan Leasing
Holding
Company
(LEVEN]

East Gate

(100%)

Auto,100%)

Real Estate

| 13%
Operational
Mubarrad S
: 59%
Holding Investment
Company (41%) 18%

Source: Aayan Leasing and Investment
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FIRST EQUILEASE

| .
varligA)l g 6 Offers  flexible  leasing
= FIRST EQUILEASE solutions, including
equipment for industrial

Founded: 2005
Headquarters: Kuwait

Operating Region: GCC

and petroleum sectors. It

offers different types of
leasing such as financial,
operational, hire-purchase,
sales and leaseback and
short-term rental. It caters to
clients in the GCC countries.

Prominent Investors: Kuwait Financial Center ‘Markaz', Pearl National Holding Company

Basic Description

Offers infrastructure, industrial
and heavy equipment such
as mobile cranes, earthing

machines and heavy machines
along  with  vehicles  for
commercial and passenger use
on lease.

Specialties
Sales and Leaseback, Hire
Purchase Lease, Short-Term

Rental, and Effective tracking
and performance reports.

Customer Segmentation

Car spot rental

) 7%
Landscaping %
10%

Car leasing
companies
11%

FMCG
12%

Logistics
14%

Source: First Equilease

Construction
18%

Equipment
leasing
14%

Oil and gas
14%

/

popadyylacillddas o1l 4440
Mahatta Trading Co. W.L.L.

MAHATTA TRADING COMPANY

An equipment leasing company
in Kuwait known for managing an
extensive fleet of heavy equipment

such as motor graders, forklift,
loaders,
trenches and excavators among
others which can be availed for
leasing and supply.

utility  task  vehicles,

AL HAMRA

15

AL HAMRA &) o=

AL HAMRA REAL ESTATE
COMPANY

The company owns Al Hamra Tower,
which is acclaimed as the tallest
building in Kuwait and has also
won awards for its construction.

The company currently
commercial spaces in the Al Hamra
Business
Center. While the business tower
spans over 80 floors, the shopping
center hosts famous brands such
as Starbucks, GIA, Kefan Optics etc.

leases

Tower and Shopping

MARCH 2025
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CAR LEASING IN GCC

Picking Up Speed

easing a car is a
preferred option for
many individuals
and corporates for its
significant  benefits. It
presents the perfect blend of
having the joy of riding a car
at one’s convenience without

worrying about the hassles of
owning one. It is particularly
useful for someone who needs
a car only for a brief period
or for someone who likes to
change to a new model every
2-3 years. Corporates lease cars
for a variety of reasons business

Benefits

P Option of riding a
brand new vehicle
without worrying about
registration, insurance and
maintenance.

P Option to drive a new car
every 2-3 years.

) No worry of selling used
cars

) Monthly payments and
down payments lower
than interest payments on
buying a car using loan

Source: Various

Restriction on annual
mileage

Monthly payments

may not count towards
purchase

Possible early termination
fee

Fees and penalties in
case of violation of lease
conditions

travel, conveyance to airports,
arranging office commute for
employees etc. Here again, the
firm benefits from not having
to deal with the flip sides of
car ownership such as locking
of capital into a depreciating
asset, selling of used cars etc.

MARCH 2025
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The segment is gaining
traction globally and in GCC.
So, what is powering the
interest?

From government policies to
consumer preferences, GCC
regionis undergoing significant
transformation.  Given  the
integral role of transport in the
economic engine and GCC
region’s preference for cars,
car leasing is one of the many
segments benefiting from this
transformation.

The segment is seeing rising
demand from  corporates,
business  travellers, tourists
and individuals. An important
factor is the evolution of the
countries into business centers,

aided by government efforts.
This increase in  business
activity has led to increased
business travel and commute
between office and home for
employees, increasing demand
forleased cars from companies.
For example, in Saudi Arabia,
81% of the demand for leased
cars is from corporates. The
countries’ emergence as tourist
destinations and  growing
logistics sector, again, backed
by government efforts, is also
supporting demand for car
leasing/renting.

Another factor is changing
consumer preference.
Lessening focus on ownership
of assets like cars, demand for
flexible mobility, preference

to ride new and trending
models, ease of renting/leasing
through  online  platforms
are all powering consumer
preference for renting/leasing.
Government entities are also
shifting to leasing cars instead
of owning them. In Saudi
Arabia, this trend is expected
to double the market size
over next 3 to 5 years. For
individuals, while preference for
car ownership is still high, the
openness to try new mobility
options and rising interest
in leasing are favourable for
the segment’s growth. In this
backdrop, car rental market in
GCC is expected to grow at a
CAGR of 3.18% over 2025-2029,
with an estimated market value
of USD 1.87bn in 2029.

Success Stories of Leading Companies from
Other GCC Countries

Car leasing market in GCC is
filled with multiple players,
providing users with large
variety to choose from. This
includes both traditional and
relatively new digital players.

PZBudget

Budget Saudi

Budget Saudi is a leading
player Saudi car rental and
leasing segment. While the
company operates in three
segments — short term rentals,
long term leasing and used car

sales, about 45% of its revenue
is from leasing. Founded in
1978, the company started
with 20 cars and 15 people.
Over the years, the company
has grown, with over 37000
cars and 1,700 employees.
Along the way, the company
has bagged multiple awards,
many of them for its customer
centricity.  The  company
has been actively pursuing
inorganic growth, acquiring
Overseas Development (UAE)
and AutoWorld (Saudi Arabia)
to name a few recent deals.

Numbers Speak

(a]mw] [ 37.000
[ =20YYY
S@==@7 CarFleet Size

5 111+

Rental Locations

14

J) Maintenance
Centers

a@=@
O 5
QC% Used Car

Showrooms

MARCH 2025

18

Issue 21



INVESTOR

Growth Story
CAGR
5.7%
40,000 CAGR 36,324
35,000 62%
24 250
25,000 4.6%
19,059 CAGR
20,000 /
15,000 T0o7a 12074 /'
10,000 ' . 8,278
. 4,340
5,000
o 4 32
Lease Fleet Rental Fleet Total Fleet Lease Bookings (Units)
m2019 m2023
Source: Budget Saudi
Acquisitions
2012 2014 2020
Tranzlease Rahaal Unitrans
Infotech
2022 2023
Overseas Development
Overseas Development Company LLC
Kuwait International Freight & Logistics
AutoWorld
Source: Budget Saudi
2023, with share price rising Numbers Speak
by an impressive 30% on the
foi . While th
day of its debut ile the 33,488

Established in 2006 as a sole
proprietorship, the company
has grown by leaps and
bounds, particularly in the last
10 years. The company listed in
Saudi Tadawul in September

company operates in leasing,
rental and used car segments,
about 36% of revenues are
from the leasing segment.
Catering to over 240 leasing
clients, the company’s clientele
includes prominent names
such as Aramco and Ministry
of Interior.

Fleet Size with leasing fleet
making up 22,571 vehicles &
rental fleet making up the rest
10,971

40
Branches in KSA

Source: Lumi (Q3 2024)
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Growth Story

38,000
33,253
33,000 <
28,000
: 31.3%
CAGR CAGR
23,000 20847 25.9%
18,000 /'
13,000 12,406 11,182
8,000 6,240 4,942
o -
-2,000 Lease Fleet Rental Fleet Total Fleet
®2019 m2023
Source: Lumi
Numbers Speak Accolades &
. Recognitions
Diamondlease oo 14,000
Fleet Size ISO 9001:2015
-
(UAE) Certification in 1999
Diamondlease is a leading One of the first rental

player in the car rental and
leasing company in UAE. Itis a
subsidiary of Al Habtoor Group,
a top family conglomerate in
GCC. Established in 1996, the
company has grown over the
years, currently hosting a fleet
of over 14,000.

Branches

a::u:\:nm 365,000 sq.ft
Operations
hub that could

service 150
vehicles per day

companies to be
nominated to Dubai
Service Excellence
Scheme in 2003

Best Car Rental Company
from MENA Travel Awards
for 7 years in a row from
2004

MARCH 2025
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Digital-First Leasing Players

Digital-first players are gaining o
popularity in the GCC car (® CO rQSt|
leasing  market,  through
innovative product offerings

°
and promotional offers such Inv o
as cashbacks and discounts on yg

first booking etc.

Carasti
Launched: Funding:
November 2019
Product Offering: @ @

Operating on subscription
model, it offers flexibility
in terms of lease duration,
termination, switching cars Customer Reach:
etc, It also do not require
deposit/down payments. It
also offers car pick up and

Pre-Series A Bridge round
investment round

} Offers products such as ‘mini-lease’ that allows 12-24
month lease on a brand new car with no paper

. ) contract
delivery option; Monthly
pay.men.ts includ.e.insurance, } Cashbacks through tie up with Checkout.com,
registration, servicing etc. discounts on tie up with Share Rewards programme
Source: Respective Company Websites from Majld Al Futtaim

Deals’ Space | KeyPlayers

The sector has seen a series
of IPOs and a notable deal in Investment
recent years. Company

A key deal in the space
has been Budget Saudi's
acquisition of AutoWorld in
2023 in a share swap deal.

Leading Car Leasing
& Rental Player

Operational
Deal Value: Leasing &

UsD 121
million

Maintenance
Company
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A Favourable Outcome

Cost
Increase SAR synergies
in fleet 30-50 [RreYels

size mn realised by
2027

Increase in
Earnings
per share
(FY 2025)

Market
18% share, up
from 12%

Source: Budget Saudi; Allazira Capital

The IPO Beeline

Amid the broader IPO boom
sweeping GCC, there have been
some notable leasing companies’
IPO. Many of them have garnered
investor interest as indicated by
high levels of oversubscription.
Dubai Taxi, for example, was
oversubscribed by as much as 130
times, making it the then highest
oversubscription rate in  Dubai
market. Many of these have been
from Saudi players. Successful
listing of these firms reflects
investor confidence in the sector.

Listing Oversubscribed IPO Value

Company Country Date (No. of times) (USD mn)

UAE 07-12-2023 130 314.7

KSA 25-09-2023 11.5 290.0

Q KSA 29-03-2021 339 1375

KSA 24-10-2023 1.45 8.1

KSA 29-08-2023 179 53

MARCH 2025 22 Issue 21



Theeb’s IPO Story

Glyloal] piolil
Rent a Car

2014

Ventured
2020
Receives

into
leasing
business

02 March

2021
Announced :

of plans to
float 30%
of shares
through
IPO

Established
asacar
rental
company in
Riyadh with
a fleet of 50
cars

CMA
approval
for IPO; Hire
Saudi Fransi
Capital as
IPO advisor

16 March

2021
: Following book building

process, sets final offer
price at SAR 40 (USD

10.67) per share; 90%

of shares allocated to
institutional investors & the
institutional tranche was

31 December
2024

Ended the
year at

share price
of SAR 76.6
per share,
continuing
to maintain
positive post
IPO returns

29 March
2021

Begins
trading

in Saudi
Tadawul.
Surges 30%
on the first
day to close
at SAR 52 per
share

qrsu bscribed by 6,01 O%j

06 July

C 2023
Closes at all time

high of SAR 88.8
per share

24 March
2021

Closes retail
subscription with
oversubscription
rate of 3,385%



A Peep

Leasing Market

uwait’s preference

for cars as mode of

transport is well-known,

nd car leasing is a
popular option available for
residents. According to a survey
by Poixel survey of individuals
and car agencies in Kuwait,
lifecycle of a car is 3-5 years,
after which it is traded in for a
new one.

Select Leasing

As  competition  intensifies,
companies innovate through
promotional offers, digitalization,

and partnerships to meet
evolving  market  demands.
Automak, for example, has

partnered with Kuwait Airways
to offer limousine rides to the
airlines’ first and royal cabin class
customers. These rides could be
booked through Kuwait Airways
website and mobile app.

The broader regional trends
in leasing are reflecting in
the local market too. The
thrust to tourism, improving
business activity on the back
of diversification efforts, wider
uptake of online booking
platforms that ease rental/
lease booking provide a fertile
ground for uptake of leasing in
the country.

Against this backdrop, we take a
look at some key players in the
space.

A'AYAN
Group degazdl
mNp gl gugoill cuy

W2 KFH

into Kuwait’s Car

The country’s car leasing
market is a competitive space
with  multiple players. Most
players are into many segments
— leasing, renting, used/new car
sales. The companies also cater
to different customer segments
- individuals,  corporates,
government agencies and oil
sector companies.

Companies in Kuwait

Source: Respective Company Website
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AAYAN
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Group

AAYAN LEASING AND
INVESTMENT COMPANY

Aayan Leasing and Investment Company is a key player in Kuwait's car leasing space. The company has
been operating in Kuwait for over two decades, successfully navigating through some testing times.
Aayan Leasing has steeply increased its fleet size in recent years to cater to growing demand.

world

the financial
passes through a turbulent
patch amid global economic

When

downturn, few companies
manage to survive. Few
companies emerge stronger,

becoming symbols of
resilience and strategic
excellence.  Aayan  Leasing

and Investment Company, a
name now synonymous with
financial recovery, has not
only survived the 2008 global

RY:
URNAROUND

financial crisis but has thrived
in its aftermath. Through bold
leadership, an  unwavering
focus on human talent, and a
commitment to transparency,
Aayan transformed itself from a
company on the brink of failure
to a beacon of success. This is
a story of resilience, innovation,
and the strategic genius that
turned immense challenges

into steppingstones for success.

Abdullah Mohammed
Al-Shatti

Chief Executive Officer
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The Crisis: A Perfect Financial Storm

In 2008, Aayan Leasing and
Investment  Company  was
among the top players in
Kuwait's investment sector,
managing assets of over KD 600
million. Its portfolio spanned
critical industries such as leasing
and financing, real estate,
education, and transportation.
However, as with many other
companies during that time,
Aayan’s financial structure was
dependent on short-term debt.

When the global financial

crisis struck, liquidity vanished
almost overnight. The banks,
which had previously been
willing to roll over short-term
debt indefinitely, slammed the
brakes, making it difficult for
companies like Aayan to meet
their obligations. Out of Aayan's
Islamic  financing obligations
amounted to KD 367 million
(USD 1.2 billion) by the end of
2008, exposures with certain
institutions became continuing
technical default as at the date
of approval of 2008 financial

Aayan’s Journey to Financial Health

Tracing Aayan’s Restructuring Journey

Negotiations with creditors, facilitated by Rotschild failed.
Management was reorganized, new debt restructuring

plan proposed & approved by the creditors

statements.

The collapse of asset values,
coupled with a sharp decline
in the Kuwaiti stock market,
created the perfect financial
storm for Aayan. Investor
confidence was at an all-time
low, and the once-thriving
company found itself on the
edgeofinsolvency.Competitors
fell one after another, leaving
behind a trail of bankruptcies
and liquidations. But for Aayan,
failure was not an option.

Aayan faces outstanding debt of USD 1.2 billion as
2008 e e funding amid global financial crisis

As markets continued to be somber, Aayan sought to
extend repayment period over another five years

Aayan was prompt in paying the partial principal payments
& cost of fund payments. As markets’ underperformance
continued, Aayan proposed final settlement plan, which

included a 20% haircut on remaining debt

Court approved Aayan’s plan and suspended litigation
and enforcement procedures. Aayan has successfully
settled almost all its debts

Debt reduced to USD 20K
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The First Milestone: Breaking the Mold

Realizing that conventional restructuring methods were insufficient, Aayan crafted an innovative
restructuring plan that became the cornerstone of the company’s revival. This plan included:

Debt Write-offs

Negotiating with creditors

to forgive a portion of the
debt

Debt-to- Asset Swaps

Offering creditors valuable
assets in settlement of debt

Outstanding Debt
(Payables)

Breaking Down the Restructuring Deal (USD million)

Debt-to-Equity Swap,
143.3

Haircut,
198.5

Others,
7.7

!

Debt-to-Equity Swaps
Converting debt into equity
to reduce liabilities while
giving creditors a stake in
the company's future

Rescheduling obligation
Extending repayment
periods to alleviate
immediate financial
pressures

Debt-to-Asset Swap,
454.4

o Repayments,

291.0

Source: Aayan Leasing and Investment Turnaround Case Study

After many meetings and extensive negotiations, the proposed plan was approved by the creditors.
The approval of this plan marked the first major milestone in Aayan’ recovery journey.

Navigating the High Tides: When Values Matter

By 2013, market conditions had
not improved as expected.
Liquidity ~ remained  tight,
and market confidence was
fragile. In  this backdrop,
Aayan proposed extending

its repayment schedule over
another five vyears. Though
some of the creditors were
skeptical,  the  company’s
transparent  approach  and
proven track record won over

more than two-thirds of its
creditors. This paved way for
the court also to approve
proposed extension.
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The Final Leap: A Landmark Settlement

Challenging times continued
to test Aayan’s resilience. In
2018, two years after the court’s
ruling in favour of Aayan on the
extension, market sentiments
continued to remain muted
amid tight liquidity, expected
rise in interest rates and
political challenges. In March
2018, Aayan proposed its
final debt settlement plan, a

decisive move to become debt
free. The proposal included
a 20% debt haircut, cash
payments and the transfer
of assets to creditors. Even as
creditors agreed, the plan was
rejected by the appeals court.
The company persisted, taking
the case to Kuwait's Court of
Cassation. The court approved
the  settlement,  marking

The Legacy: Lessons for the Region

On its road to financial health,
Aayan had withstood some

testing times. Through all this,
certain key decisions and core

The Early Struggles: Lessons in Failure

In its initial attempts to
navigate the crisis, the
company sought the expertise
of international restructuring
advisor, Rothschild, and filed
for Kuwait's newly enacted
Financial Stability Law (FSL).
Modeled after Chapter 11
bankruptcy protection in the

U.S, the FSL was designed to
offer companies a legal shield
while they restructure.

Despite these efforts, the
company faced significant
roadblocks. Negotiations with
43 creditors stalled as trust
eroded amid volatile market

The Turning Point: A Human-Centric Approach

In- 2010, having terminated
its agreement with Rotschild,
the company made several
key decisions. It appointed
Fahad Ali Alghanem, a young,
visionary  chairman and
promoted a capable internal
executive as CEQ. This marked
the beginning of their revival.
The new leadership believed
that the true power of any
organization lies in its people.

The company doubled down

on investing in human talent,
empowering its employees
to think creatively and take
ownership of the company’s
recovery. This focus on people
created a ripple effect of
innovation and collaboration,
enabling the company to
devise solutions that traditional
approaches could not achieve.
Teams were restructured to
align  with the company’s
new strategic objectives, and

the culmination
restructuring efforts.

of Aayan

By the end of 2023, the
company had  successfully
reduced its debt from a
daunting USD 12 billion
in 2008 to just USD 20K, a
remarkable achievement that
highlighted its  impressive
financial recovery.

values have been instrumental
in the company’s success.

conditions.  Many  creditors
were unwilling to compromise,
fearing further losses. By 2010,
it became evident that Aayan
needed more than expert
advice — it needed a complete
transformation in leadership
and strategy.

employees were encouraged
to contribute ideas, creating a
culture of collective problem-
solving.

This human-centric approach
proved transformative, as it
unlocked the potential of
Aayan’s workforce and became
the backbone of the company’s
recovery.
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Laying A Solid Foundation: Trust as the Cornerstone

One of the most critical
elements of Aayan's success
was its ability to build trust
during the most challenging
times. Aayan's leadership firmly
believed in the importance
of proving an organization’s
trustworthiness during difficult
times.

The  company  achieved
this by adopting a policy of
transparency. They ensured that
all stakeholders — creditors,
investors, and employees —
were kept informed at every
step through detailed reports,
regular updates, and open
communication.

Prudence Pays: Efficient Cost Management

The company has also focused
on operational efficiency. Cost-
cutting  measures  reduced
annual expenses by 52% over
15 years (2008-2023), enabling

Aayan to redirect resources
towards growth initiatives.
These included investments
in stable sectors such as real
estate  and leasing, which

This transparency indeed paid
significant dividends. The trust
Aayan earned from its creditors
and investors was instrumental
in securing the agreements
needed to restructure its debt
and continue operations.

revenue
the

provided reliable
streams  to  support
company’s recovery.

In sum, Aayan'’s journey offers important lessons on certain key attributes

} Investing in People

e Human talentis
the foundation of
any transformation.
Empowered employees
drive innovation and
resilience.

e Aayan invested in human
talent and encouraged
innovation and
ownership

) Be Adaptive

o Flexibility in strategy
is essential to navigate
volatile markets and
seize opportunities.

e Aayan made major
organisational changes
in the interest of the
company under the then
prevailing circumstances.

} Build Trust Through
Transparency

e Open communication
fosters confidence
among stakeholders,
even in the toughest
times.

e Aayan's payment
of substantial
portion of principal
repayments in cash,
prompt payments,
cash injection by
shareholders improved
creditor confidence in
the company.

P Focus on Long-term Value
e Sustainable growth
requires a balance
between short-term
obligations and long-
term objectives.

e Aayan undertook
measures that would
aid in long term such
as cost cutting and
capping of leased
vehicle portfolio until
full debt settlements

} Embrace Leadership

e Visionary leadership
is the catalyst for
change, guiding
companies through
uncertainty with bold
decisions.

o Aayan’s leadership’s
determined decisions
on various fronts was
instrumental in seeing
the company through
its tough times
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A New Era: Beyond Survival

The company has continued
to stride along, achieving
one milestone after another.
lts reclassification to Boursa
Kuwait's  Premier Market in
2023 and its resumed dividend
distributions reflect a company
that is not just surviving but
thriving. The company has

o

J_slla_rg_nmn
AL MULLA GROUP

Al Mulla Rental and Leasing
(AMRL) operates under the
name Araba Rental and Leasing.
It is the rental and leasing arm
of the conglomerate, Al Mulla
Group. Launched in 1976, the

AUTO Qai
ikl N1 [
Founded in 2002, Automak

is a vehicle rental and leasing
company, offering a wide array
of cars and other vehicles. With
a fleet size of about 11,000,

2

Gl j_J.aLlJ
CAR RENTAL

Foundedin 1970s, the company
operates a fleet of 8500 for
rent and leases out more
than 7,500 vehicles per year. A
unique feature of the company

also availed credit facility from
a bank in 2022, indicating
institutional confidence in the
company.

In all, Aayan’s story is not just
that of corporate turnaround,
it is an inspiration for corporate
resilience and strategic

Al Mulla Rental & Leasing (Araba Rental)

companyisoneofthelargestcar
rental firms in the region, with
a large fleet size of 9,000+ cars
and operates through over 22
branches. The company offers
a wide selection of brands and

Automak Automotive Company

the company commands a
market share of about 20%,
positioning it as a key player
in the segment. In addition
to renting and leasing, the

Al Sayer Rental & Leasing

is providing special offers
tailored to specific segments.
For example, they have
offers tailored to housewives
from expatriate families and

foresight. In turning its
challenges into opportunities,
Aayan has demonstrated that
with the right combination of
leadership, trust, and human
capital, a company can emerge
from even the toughest times
stronger than ever.

vehicle varieties. It also serves
diverse clientele from local and
foreign government bodies,
multinational companies and
firms from sectors such as
banking, hospitality etc.

company's operations include
distribution and sale of new
and used vehicles and third-
party maintenance.

teachers, highlighting their
understanding  of  diverse
market segments and efforts
in reaching out to potentially
under-tapped segments.
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1\‘) <=} KFHAuto

KFH Auto is a slightly
differentiated player among
the traditional leasing-focused
companies. Being an arm
of Kuwait Finance House, a
notable bank in Kuwait, KFH

Auto was initially into financial
leasing, wherein the user gets
to gain ownership of the car at
the end of the lease period. The
company launched operational
leasing in 2016, offering 60 new

models for leasing. Under this,
the customer could use the
car and return it to the leasing
company at the end of the
lease period.

Uptake of Recent Trends in Kuwait Car Leasing

“ Digital Adoption

O Automak has incorporated
loT through CyberMAK and
BMK Software to improve
operational efficiency.

O Aayan Leasing and
Investment is  working
on automating its daily
activities.

O Selfdrive  Kuwait  offers
car subscription service.
Through its website or app,
customers could choose a
car and subscription plan
(daily/weekly/monthly),
submit relevant documents
and make payment. Once
done, customers could pick
up the car or get it delivered
to their location.

Car Subscription/
Booking App

O ARABA Rental and Leasing’s
mobile app  enables
rental, lease and chauffeur
booking.

a Sustainability

O Al Mulla Rental and Leasing
is offering of electric cars for
leasing.

O KFH  Auto  showroom
has received Gold Level
Certificate for the Global
Sustainability  Assessment
System (GSAS)

e Car Aggregators

O Trycar, a car rental app,
allows customers to pick
a car for renting from any
of the players registered
with the app. Players like
Araba (Al Mulla Rental and
Leasing), Automak, Rekab
have partnered with Trycar.
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Emerging
Trends in

Leasing

Change in the only constant. And the
rate of change is more rapid in the
current digital age. As in other sectors,
there are multiple note-worthy trends

coming up in the leasing industry.

Shift towards a
subscription model

Car subscriptions are gaining
popularity in recent times.
In this model, the subscriber
pays a monthly fee for riding
a vehicle of their choice. Unlike

leasing, there is no down
payment, and customers can
easily swap vehicles. While the
monthly fee is slightly higher
than traditional leasing, it offers

© carasti

Key Rent A Car, ekar, Carasti, Swapp, MOOV by AL-FUTTAIM are some players in GCC offering car

subscription service.

Impact of technology on leasing preferences

swapp

benefits such as no down
payment, very short lock-in
periods, option to pause or
cancel subscription with brief
notice periods.

O%)

BY AL-FUTTAIM

Mobility is one of the key
sectors that technology has
revolutionized. Tech-first car
leasing companies are making
it easier for customers to search
and pick cars.

For example, PayPerKay helps users filter out cars based on lease

term, budget, car make etc.

PayPerKay helps users filter out cars based on
lease term, budget, car make etc.
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Peer-to-Peer Car Sharing

Leasing out private cars is
another  upcoming  trend,
where in car owners can lease
out their cars on days, they are
not using the car. Car owners
benefit from the extra income
while renters could rent at a
cheaper rate.

The Digitalization Sweep

Ejaro’s, a Saudi-based P2P car sharing company,
prices are up to 40% cheaper than rental firms.

Companies could collect data
on customers to better tailor
deals and discounts. Real-
time monitoring of vehicle
and driver performance also
aids companies in predictive
maintenance.

Automak (Kuwait) has implemented

AUTO 14]]
MAK m ol

Internet of Things solution through
Cybermak-BMC  to

improve  fleet

utilization and performance.

Through the Sustainability Lens

With transport sector being
a major pollutant, customers
and companies are looking for
environment friendly options.

P1Budget’

Contactless Leasing

) \ 184
Al pafil -
Rent a Car

Theeb, Lease plan and
Araba offer electric
vehicles on lease/rent

Budget Saudi aims for EVs to make up 30% of its fleet

Contactless leasing is another
trend spurred by COVID-19.
It eliminates the need for in-
person interaction. Once the
user has booked the lease/

rental through the app, they
would receive a digital key via
the app. After they reach the
pickup location, they could use
the digital key to unlock the car

and start driving. Returning the
car would follow a similar flow,
with the user parking the car at
a suitable location and lock it
using the app.

Self-Drive, ekar are offering contactless leasing options.
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INTERVIEW

Mishary Mohammed
Al-Hossayan

Chairman and CEO of Aayan Leasing Holding Co.

Given the growing shift towards sustainability
in the region, the demand for electronic
vehicles (EV) is on the rise. How has this affected
the leasing industry and your company'’s
strategy?

The demand for EVs in the region remains
modest due to limited charging infrastructure
and the affordability of fuel, which still Favors
traditional vehicles. From a leasing perspective,
we are market-driven; if demand for EVs increases
significantly in the future, we are prepared to
adapt and expand our fleet accordingly. For now,
we are closely monitoring market trends and
investing in gradual readiness to ensure a smooth
transition when the time comes.

What are the potential implications of the 15%
corporate tax in Kuwait for businesses in the
leasing market?

The introduction of a 15% corporate tax in Kuwait
could lead to increased operational costs, which
might be passed on to consumers. This is likely
to raise lease prices, affecting affordability and
market demand. Companies will need to focus
on efficiency, cost control, and value-added
services to maintain competitiveness in a more
challenging economic environment.

With respect to the rapid technological
advancements in the automotive sector how
do you see innovations such as Al driven fleet
management or autonomous vehicles affecting
the future of leasing industry in the GCC?

Technological advancements, particularly Al, are

set to revolutionize the leasing industry. Al-driven
fleet management will enable cost optimization,
predictive maintenance, and improved scalability,
offering more efficient operations. While
autonomous vehicles are not yet widespread,
their adoption in the future will redefine leasing
models, focusing on mobility-as-a-service. These
innovations will ultimately enhance customer
experiences and operational efficiency in the
GCC region.

The Kuwait leasing industry is expected to
reach a market size of 1.2 billion USD by 2026,
due to rise in tourism, rising disposable income
and shifting car ownership preferences — what
strategies does your company have in place to
tap into this boom?

We are strategically positioned to capitalize
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on the growth in tourism through our short-
term rental services, particularly at high-traffic
locations such as Kuwait Airport terminals T1 and
T4. Furthermore, we are investing in improving
aftersales quality and enhancing customer
experience to retain existing clients and attract
new ones. Continuous development in these
areas will ensure we capture the anticipated
market growth.

How does macroeconomic factors such as the
price of oil and supply chain disruptions affect
your business?

Macroeconomic factors like fluctuating oil prices
and supply chain disruptions can significantly
impact manufacturers’ material and logistics
costs, ultimately increasing vehicle prices.
We experienced these challenges during the
COVID-19 pandemic, which underscored the
importance of agile pricing strategies and
proactive supply chain management to mitigate
risks and minimize consumer impact.

How different is the leasing industry in the GCC
compared to the rest of the world and how do
you approach these regional nuances?

In global markets, leasing often focuses on
corporate clients, with manufacturers and large
corporations providing tailored fleet solutions. In
the GCC, however, the leasing industry primarily
caters to individual consumers and government
tenders. To address these regional nuances, we
prioritize flexibility, localized customer service,
and competitive pricing, tailoring our offerings to
meet the needs of individuals and public sector
requirements.

What role does technology play in enhancing
customer experiences and operational
efficiency?

Technology plays a critical role in enhancing
customer experience and operational efficiency.
By leveraging advanced systems, we can
streamline processes, offer personalized services,
and improve communication channels. This leads

to higher customer retention and attracts new
clients. Additionally, automation and data-driven
insights enable us to optimize fleet management
and reduce costs, ensuring long-term profitability.

In terms of regulatory and economic shifts, are
there any challenges that the GCC Automobile
leasing companies face?

Regulatory and economic changes often
create challenges for leasing companies, such
as adjusting to market trends, compliance
requirements, and fierce competition. Staying
ahead of these challenges requires continuous
market research, innovative service offerings,
and a strong focus on customer acquisition and
retention to maintain market share.

GCC countries are trying to diversify their
economies, do you think this could affect the
leasing industry’s evolution in the next 5 - 10
years?

Economic diversification is unlikely to negatively
impact the leasing industry. On the contrary,
the growing services sector and infrastructure
development may lead to increased demand for
leasing, especially as businesses and individuals
seek more flexible vehicle ownership solutions.
The leasing industry is poised to benefit from
these evolving economic trends.

What is your strategy to navigate through the
challenges of vehicle depreciation (cars and
tools/equipment - 20%) and maintenance
cost while ensuring customer value and
profitability?

Cost control is a cornerstone of our strategy. By
managing operational expenses and adopting
conservative pricing models, we maintain
profitability while delivering value to customers.
Additionally, investing in preventive maintenance
and regularly renewing our fleet minimizes
depreciation and ensures high-quality vehicles,
enhancing the customer experience and
retaining long-term loyalty.
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INTERVIEW

Ibrahim Adeeb Al Awadhi

CEO of Aayan Real Estate Co.

The Gulf countries are heavily focused on
diversifying their economies, driven by
numerous large-scale infrastructure projects.
In your opinion, how do these massive projects
influence tenant expectations and rental
market trends?

There is no doubt that infrastructure projects
play a pivotal role in stimulating the real
estate sector. Their implementation attracts
a substantial workforce, including engineers,
consultants and skilled laborers across various
fields. This influx of labor force creates a growing
demand for residential units, which, in turn, drives
up rental prices and fuels activity in the leasing
market. Consequently, the more infrastructure
projects expand, the greater the need for
housing solutions to accommodate this growth
- ultimately benefiting both the residential and
investment real estate sectors.

Leasing agreements are inherently influenced
by market fluctuations. How does “Aayan”
manage long-term leasing agreements while
maintaining the necessary flexibility in an
unpredictable market?

At Aayan Real Estate, we recognize the
importance of balancing occupancy stability
with adaptability to market changes. That's why
we focus on cultivating strategic relationships
with our tenants, ensuring lease continuity
even in times of crisis. For instance, during the
COVID-19 pandemic, the commercial sector faced
significant stagnation due to total and partial
lockdowns imposed to safeguard public health.
In response, we, in collaboration with Aayan

Leasing & Investment Company, provided rental
relief to our tenants, allowing them to navigate
these challenges while preserving our long-term
partnerships. Additionally, we have implemented
competitive pricing strategies that keep our
properties attractive, enabling us to sustain a
strong tenant base despite market fluctuations.

The Kuwaiti real estate market experienced
a 7% growth in the first half of 2024, yet
investment contracts declined by 8%
compared to the 2023H2. In your view, what
factors are contributing to the decline in real
estate investment despite overall market
growth?

This contrast reflects the distinct dynamics of
Kuwait's real estate market, where different
segments - residential, investment, commercial,
and industrial - operate under unique
conditions. For example, the residential sector
experienced a sharp price surge post-COVID-19,
reaching unprecedented levels compared to
neighboring countries. While regional markets
also experienced increases, Kuwait's rise was
significantly steeper. This led to a price correction
in 2023, with declines in certain areas, though
prices have yet to return to pre-pandemic levels.
The correction trend continued into 2024 and
is expected to persist through 2025, albeit at a
slower pace, with the market stabilizing by year-
end.

As for the investment and commercial sectors,
prices have remained relatively stable, even
showing upward trends despite rising interest
rates in 2023 and 2024. Traditionally, higher
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interest rates lead to lower property prices, yet
this pattern did not manifest in these segments.
Market activity remained limited due to a lack of
suitable properties that aligned with investors'
needs. However, looking ahead to 2025, we
anticipate renewed momentum and price
increases, driven by expected interest rate
cuts, a supply-demand imbalance, and limited
alternative investment avenues.

Meanwhile, the industrial sector has experienced
stagnation and price declines, largely due to
speculation surrounding potential government-
imposed fees. Until there is clarity from
policymakers regarding these charges, whether
taxes or other regulatory costs -we expect this
downward trend to continue into 2025.

How have the recent amendments to the
rental law and restrictions on foreign property
ownership impacted Kuwait’s rental market?

The recent changes to the rental law have
had a minimal impact on the market. The key
amendment allows landlords and tenants the
option to append an executive enforcement
clause to their lease agreements, but it is not
mandatory. So far, we have not observed a
significant uptake of this provision. As for foreign
ownership restrictions, no substantial changes
have been made, as these limitations have been
in place for a long time. Consequently, their effect
on the rental market remains limited. However,
if foreign ownership were to be permitted, we
anticipate a rise in rental prices and increased
demand for properties.

Has the surge in e-commerce affected the
demand for commercial spaces in Kuwait? How
is Aayan responding to this trend?

E-commerce has undeniably reshaped global
retail markets, but its impact on Kuwait's
commercial real estate sector remains relatively
contained. This is largely due to the distinct
shopping culture in Kuwait, where consumers
see malls as not just retail hubs but also
entertainment and social destinations.

Looking ahead, we anticipate that e-commerce
may gradually influence some retail spaces
over the medium term. However, at Aayan Real
Estate, we have adopted a strategic approach
to mitigate potential disruptions. Our focus is on
curating tenant mixes that are less susceptible
to e-commerce competition. For example,
entertainment venues, restaurants, coffee shops,
and high-end boutique stores offering unique,
luxury, or experiential products continue to thrive
in physical locations. Similarly, furniture and home
décor retailers remain resilient, as customers
prefer to see and experience these products in
person before making a purchase. By prioritizing
such businesses, we ensure that our commercial
properties remain attractive and relevant despite
the digital shift.
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Does technology and data analytics play a role
in leasing strategies? How do they enhance the
customer experience?

Absolutely, technology and data analytics have
become indispensable tools in the leasing sector.
Many companies now develop specialized
systems to collect and analyze data on property
sizes, rental trends, and market conditions,
enabling them to make informed decisions and
optimize their strategies.

However, one of the biggest challenges in Kuwait
is the absence of a centralized, government-
backed digital platform  that  provides
comprehensive real estate data. Unlike many
other countries where lease agreements are
documented through official e-portals, Kuwait
lacks a structured system that allows for real-time
tracking of rental rates, property demand, and
market trends. This gap limits transparency and
makes it harder for landlords, tenants, investors,
and appraisers to accurately assess pricing and
leasing conditions.

Such a platform would not only benefit rental
transactions but also extend to property sales,
mortgage financing, and real estate valuation.
While private companies attempt to build their
own databases, their reach is inherently limited.
Ultimately, the responsibility of establishing
a robust, data-driven real estate ecosystem
falls on government authorities. By prioritizing
this initiative, policymakers can empower
stakeholders with reliable insights, fostering a
more efficient and dynamic property market.

What is the biggest challenge facing Kuwait's
rental market, and how does Aayan successfully
navigate this challenge?

To understand the key challenges in Kuwait's
real estate market, it's important to distinguish
between the investment residential sector and
the commercial sector.

In the investment residential market, one of the
most pressing challenges stems from recent

government efforts to adjust the country’s
demographic composition. This has led to an
exodus of many expatriate families, transforming
the market into one primarily catering to single
tenants. Over time, we have observed that single
tenants, who were previously concentrated
in specific areas, are now spreading across all
investment residential zones. This shift has
significantly impacted expatriate and Arab
families residing in these properties, forcing
many to relocate to purely residential areas. As
a result, residential buildings are experiencing
increased pressure on their infrastructure and
services. From my perspective, this demographic
shift represents the most significant challenge
currently facing the investment residential sector.

At Aayan Real Estate, we address thisissue through
a meticulous tenant selection process. We
carefully assess prospective tenants, considering
factors such as family size, financial stability,
and payment reliability. Additionally, we closely
monitor rent collection and conduct periodic
reviews of tenants facing financial difficulties to
determine the root cause of their challenges.
Whenever possible, we offer solutions to help
them meet their obligations, and when necessary,
we take legal action to protect our investments.

As for the commercial sector, the oversaturation
of shopping malls in Kuwait has created intense
competition among retail spaces. To stay ahead,
Aayan prioritizes providing exceptional support
to its commercial tenants. We actively enhance
their business performance by organizing
marketing festivals, promotional campaigns, and
visitor engagement initiatives, ensuring steady
foot traffic and increased sales.

With rising inflation and interest rates, how do
you anticipate the rental market will evolve?

There's no doubt that inflation and interest
rate fluctuations have a direct impact on the
rental market. As inflation rises, rental prices
tend to increase proportionally. The investment
residential sector, in particular, has seen rental
rates steadily climb, especially from late 2024 into
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early 2025.

However, despite these increases, rental prices
have yet to return to pre-pandemic levels. They
also remain below the expected market potential.
In my view, while inflation and higher interest
rates have contributed to rental price growth,
they have not yet fully restored the market to its
former strength.

Have geopolitical events in the Middle East
affected Kuwait's real estate market?

Undoubtedly, geopolitical developments in
the Middle East, particularly in the Gulf region,
have had a considerable impact on Kuwait's
real estate market. Regional crises often lead to
market volatility, though the degree of impact
varies depending on the nature of each event.
For example, following the onset of the Gaza
conflict, the commercial real estate sector in
Kuwait experienced a noticeable slowdown in
retail property transactions. This was evident not
only in businesses directly affected by consumer
boycotts but also across various retail segments.
Psychological factors play a significant role in
consumer  behavior, influencing purchasing
decisions, leasing activity, and overall market
confidence. In recent months, this sentiment-
driven hesitation has been clearly reflected in the
market.

-

What is your vision for the future of Kuwait's
rental market?

Over the past four to five years, there has been
a surge in construction activity across Kuwait's
investment residential zones, particularly in areas
such as Sabah Al-Salem, Mahboula, and Mangaf.
However, no new investment residential zones
have been introduced, nor have vacant plots
been allocated for investment purposes. This
has led to a scarcity of available investment land,
creating a supply constraint that is likely to have
a significant impact on the market in the coming
years.

Currently, Kuwait has fewer than 2,000
undeveloped investment land plots, accounting
for only 14% of total investment real estate, a
striking contrast to other Gulf nations, where the
percentage often exceeds 40%. These constraints
are expected to drive higher occupancy rates and
rental prices, particularly as demand continues to
grow.

Furthermore, the government is demonstrating
increasing commitment to large-scale projects,
including infrastructure and  development
initiatives. As these projects materialize, they will
require an influx of skilled and technical labor, all
of whom will need housing. Naturally, this will
fuel rental demand, push occupancy rates higher,
and drive rental prices upward in the foreseeable
future.
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Kuwait 15% corporate tax &
its implications for the leasing
industry

The Kuwaiti economy has long
relied heavily on oil revenues,
which constitute an enormous
portion of the country’s GDP

and government income.
However, the global shift
away from  hydrocarbons
has necessitated economic
diversificationinthe GCCregion.
Kuwait's Vision 2035 framework
aims to address this need and
weave in contributions from
non-oil sectors to support
the treasury. As part of these
efforts,  the  government
introduced a corporate tax
system for companies in 2024.
Organization for Economic Co-
operation and Development
(OECD) projected that
approximately 220  billion
USD which is 9% of the global
corporate income tax revenues
could be generated by
imposing global minimum tax
on multinational corporations

in 2021.  Shortly after, the
UAE government announced
9% tax on corporate profits
exceeding 375000  AED,
Kuwait followed the trend
and implemented a 15%
corporate tax on multinational
companies. The minimum local
supplemental tax would apply
to Multinational Corporations
(MNCs) with a consolidated
global revenue of 750 million
EUR or more in at least 2 out of
the 4 financial years preceding
2025 . In the second phase,
taxes shall be made applicable
to Kuwaiti companies as well.

Starting Tst January 2025, the
corporate income tax shall be
applied to the profits earned
by  companies.  Advance
tax payments are awaited
commencement in  2026.
Within 30 days of operation the
companies ought to register

with the Tax Administration
and submit tax returns within
6 months of the completion of
their tax period. The companies
are also obligated to pay
estimated taxes in quarterly
installments and refunds for
overpayments shall be issued
upon filing the final return.
To align with international tax
standards, the supplementary
taxes shall be imposed on
MNCs with effective tax rates
below 15%. Enterprises owned
by the state enjoy exemption
from paying corporate taxes.

Furthermore, a 5% withholding
tax shall be applicable to
disbursements  made  to
non-residents  for  royalties,
dividends, rental incomes,
insurance  premiums  and
technical services which ought
to be remitted to the tax
authorities by the tax deductor.
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While tax expense is a liability
owed by the company to the
government for the revenue
earned by it in a given point of
time, the company also enjoys
certain benefits.

Losses from the preceding 5
years could be used to offset
taxable income capped at 75%
of taxable income for any tax
year. Taxpayers could also claim
deductionsonvariousexpenses
such as payment of salaries and
wages, depreciation, technical

services and contributions to
the Kuwait Foundation for the
Advancement of  Sciences.
For every 30-day delay in
submitting tax declarations,
withholding taxes and advance
payments, 1% fine on tax due
shown in the assessment or the
installment amount shall be
imposed on the companies to
ensure compliance.

For the leasing industry, Kuwait
corporate tax regime has
several implications. To begin

with, the very nature of lease
could affect the taxable income
for the company. In financial
leases, the leasing company
may face different accounting
treatment in case of recognition
of income and depreciation
while operational leases on the
other hand should recognize
rental income on a regular
basis.  Leasing  companies
could also use depreciation on
various assets owned by them
to claim deductions.

The annual depreciation rate under straight line method for certain assets
used in vehicle leasing industry:

c=@°

Cars

AL

c@@?

Trucks &
Trailers

15%

Source: Kuwait Income Tax Decree

The leasing company could
also calculate  depreciation
in any other method other
than the straight-line method
by applying to the tax
administration 90 days prior to
filing the tax declarations.

Leasing  companies  must
ensure that all requirements
relating to the FEconomic
Substance Regulation (ESR) are
met in order to avoid potential
penalties from the relevant
tax authorities . This could

20% lo—o)

Plants &
Equipment

20%

20%

mean demonstrating that the
leasing activity is genuinely
based in Kuwait with sufficient
infrastructure,  staffing  and
management  that  could
involve operating costs.

While there is no transfer
pricing law in Kuwait, Executive
Rule No. 49 to the Kuwait
Tax Law states that inter-
company transactions should
be comparable to transactions
among companies that are not
legally or financially associated.

The Kuwait Tax Authority is also
entitled to ensure that such
transactions are not made for
obtaining illegal tax privileges
but on arm’s-length basis .

Thus, as Kuwait rebrands itself
from tax-free haven to a low
tax region, leasing companies
ought to closely watch out for
introduction and implications
of various regulations brought
forth by the Tax Administration
regarding depreciation, ESR,
transfer pricing and so on.
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