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KUWAIT: With an exceptional fiscal
strength, Kuwait has one of the lowest
breakeven oil prices among Fitch-rated
oil-exporting countries,  said Fitch
Ratings, one of the world’s most recog-
nized credit rating agencies. At a fore-
cast 463 percent of GDP, its forecast
end-2015 sovereign net foreign asset
position is the largest of any Fitch-rated
sovereign, noted the New York-based
agency in its expanded report on
Kuwaiti economy. At 8.3 percent of GDP,
debt is among the lowest. Forecast fiscal
and external surpluses will continue to
add to the country’s existing buffers, if
at a lower rate than historically, the
report added.

Current spending cut
“We forecast that the current account

surplus will fall to five billion dollars (4.1
percent of GDP) in 2015, interrupting a
history of double-digit surpluses since
1999. We expect the current account
balance to edge down further before
returning to double digits in 2017, as
the domestic economy picks up while
oil prices languish. Both the private and
public sectors are net external creditors.”
Terming the fiscal surpluses as “dented,”
the agency said: “Under our baseline oil
price assumptions, we expect the gener-
al government to maintain a surplus of
KD 1.8 billion (4.9 percent of GDP) in FY
‘15, down from KD eight billion in FY ‘14,
including investment income, but
before transfers to the sovereign wealth
fund. This is driven almost entirely by a

fall in oil-related receipts.”
On current spending cut, the report

said that in response to the deteriora-
tion in revenues, the government is
implementing cuts to current expendi-
ture as per its FY ‘15 budget passed in
July. Goods and services expenditure
was down 50 percent and subsidy pay-
ments have fallen as a result of the low-
er oil prices in the first six months of the
FY; the wage bill has remained roughly
unchanged. As for capital spending
maintained, the report expected gov-
ernment capital spending to rise to
KD2.2 billion in FY15 from KD 1.8 billion
in FY ‘14. “Capital spending is budgeted
higher than last year, and implementa-
tion has been on an improving trend
since FY ‘11, reflecting a more stable
political environment and the govern-
ment’s commitment to its KD 32.4 bil-
lion development program,” it said.

Rating sensitivities
Addressing structural weaknesses,

the report noted that most structural
indicators are weaker than for peers.
“Doing Business, Human Development
and World Bank governance indicators
are below the ‘AA’ and GCC medians.
Geopolitical risk affects the whole
region.” With the economy heavily
dependent on oil, which accounts for
around 50 percent of GDP, and 60-70
percent of fiscal and external revenues, a
limited economic policy toolkit restricts
the authorities’ ability to respond to
severe oil price volatility, it said.

As for rating sensitivities and its rela-
tion to structural change, the report
pointed out that ratings could benefit
from improvements in structural weak-
nesses,  such as a reduction in oil
dependence or a strengthening of the
business environment, governance and
economic policy framework. “A further,
sustained fall in oil prices could nega-
tively affect the ratings, although the
low breakeven oil price and substantial
fiscal and external buffers provide sig-
nificant flexibility,” it said.

Regarding local currency rating, the
Long-Term Local-Currency IDR is ‘AA,’ the
same as the Foreign-Currency IDR. The
bulk of government revenues and a
large amount of sovereign assets are
denominated in USD. “Kuwait’s substan-
tial external financing flexibility means it
has little need for domestic finance,” it
noted, adding that the country ceiling is
‘AA+’, one notch above Kuwait’s Foreign-
Currency IDR, reflecting low transfer and
convertibility risk, with few restrictions
on capital movements.

Fitch expects the Brent oil price to
average USD 55/b in 2015 and 2016 and
USD 65/b in 2017, down from USD 65/b
in 2015 and USD75/b in 2016 at the time
of the previous review. Nevertheless,
“we still see Kuwait’s fiscal and external
position as exceptionally strong, with
vast accumulated savings, and fiscal and
external breakeven Brent prices estimat-
ed at USD 48/b and USD 50/b, respec-
tively, for 2015.”

It carried on saying that Kuwait has

“ample assets to cover medium-term
spending needs.” Kuwait’s parliament
passed the FY15 budget in July 2015 at
an oil price assumption of USD 45/b and
budget plans for a deficit of KWD 8.2 bil-
lion, it said, noting that the budget
envisages a “drop in oil and other rev-
enues of 40-50 percent compared with
FY14 outturns, and a 10-20 percent
reduction in all current spending except
wages and salaries (which are planned
slightly higher than in FY14, although
lower than in the FY14 budget).
Budgeted capital spending remains
almost unchanged from last year ’s
budget, and is planned 27 percent high-
er than last year’s outturns.”

Identical decline 
The report continues that in the first

six months of 2015, revenues of Kuwait
fell by 45 percent yoy relative to last
year’s outturns, mirroring an identical
decline in oil revenues. Expenditures
have dropped by more than 20 percent,
driven by sharp falls in expenditure on
goods and services and in miscella-
neous expenditure items. By contrast, it
argued, capital spending is increasing
and compensation expense is roughly
constant. “The drop in non-oil revenues
is largely driven by the postponement
(with the consent of Kuwait) of Iraq’s
payments into the UN Compensation
Fund until 2017.” There are around KD
1.4 bil l ion of payments remaining,
which could be settled in 2-3 years.

“The government is considering fis-

cal reforms for implementation for the
FY16 budget. These include the intro-
duction of VAT and a business profit tax,
an expenditure cap below forecast FY15
levels, and a reform that would stan-
dardize pay across the public sector and
constrain growth of the government
wage bill. The authorities are also con-
sidering a gasoline subsidy reform for
implementation in early 2016, following
partial  elimination of diesel and
kerosene subsidies in early 2015,” noted
the report.

However, it said, implementation of
capital spending has continued to
improve in the first six months of FY15,
with the share of the FY budget spent in
the first six months 5pp higher in FY15
than in the past five years on average.
This continues a trend of rising imple-
mentation since FY11, “and our forecast
implies that spending over the whole of
FY15 will be 95 percent of what had
been budgeted.

Finally, the report expected non-oil
growth to be two percent in 2015 and
accelerate to four percent in the years
beyond, after an increase of 1.2 percent
in 2014. “Capital spending will con-
tribute more than half of overall growth.
Consumption will also be a steady con-
tributor. Growth of bank credit to the
private sector had moderated to 4.3 per-
cent in September 2015, from an aver-
age of sic percent in the previous year,
and the value of local ATM and POS
transactions in 3Q15 was up 10 percent
yoy in 3Q15.” —KUNA
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KUWAIT: Kuwait plays a vital role in
promoting cooperation and encour-
aging dialogue among the Asian
countries, Head of the Kuwaiti parlia-
ment committee MP Faisal Al-Shaye
said. Al-Shaye made the remark dur-
ing the 8th Asian Parliamentary
Assembly (APA) that kicked off yester-
day in the Cambodian capital of
Phnom Penh. The three-day confer-
ence aims to “promote peace, recon-
ciliation and dialogue in Asia” by
bringing together parliamentary pres-
idents and representatives of 22 coun-
tries to discuss and exchange views
on current issues of politics, econom-
ics, finance and social affairs. 

Al-Shaye said that the 1st Asian
Cooperation Dialogue Summit was
held in Kuwait in 2012, as directed by
His Highness the Amir Sheikh Sabah
Al-Ahmad Al-Jaber Al-Sabah, to draw
a financial blueprint to face economic
challenges in Asian countries. The
Kuwait Summit also ended with the
establishment of a program that
funds developmental projects in non-
Arab Asian countries; Kuwait contribu-

tion to that program was $300 million,
he pointed out.

His Highness the Amir, since his
ascending the throne in 2006, has

been keen on enhancing ties with the
Asian countries; he made a number of
visits where he held official talks and
signed bilateral agreements on econ-

omy with some Asian countries, Al-
Shaye noted. He added that the Asian
continent has become a world center
for economic revival due to its devel-
opmental projects that have become
a “true inspiration” to many nations;
nonetheless, Asia is still facing reli-
gious, ethnic and border security chal-
lenges that hinder its progress.

Hence, Al-Shaye stressed the
importance of achieving peace and
security in the region through solidar-
ity, reconciliation and open dialogue,
reiterating the primary interest for
Arabs and Muslims worldwide: finding
a solution for the Palestinian crisis. In
achieving stability in the region,
Cambodian Prime minister Hun Sen
also emphasized the importance of
collaborating international efforts to
combat ISIL and establish sustainable
development through peaceful co-
existence. The Kuwaiti parliamentary
delegation to Cambodia includes:
Secretary MP Dr Ouda Al-Rowaie,
treasurer MP Saleh Ashur, MP Dr Khalil
Abdullah, MP Saif Al-Azmi and MP
madhi Al-Hajri. — KUNA

Kuwait promoting dialogue 
among the Asian countries 
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CAIRO: Egyptian Minister of Awqaf Dr Mohammad
Mokhatar Jomaa stated that the Kuwaiti scholarships and
financial support to the non-Egyptian Al-Azhar students
would have great role in promoting the moderate Islam
teachings worldwide. The support offered by the Kuwaiti
Office for Charitable Projects in Cairo, a subsidiary to the
Kuwaiti Zakat House, to Al-Azhar students aims to foster
moderation and counter extremism and terrorism, Jomaa
told KUNA on the sidelines of a function to honor gradu-
ates and outstanding performing graduates of Al-Azhar
University of 2015.

The event is organized by the Kuwaiti Office for
Charitable Projects in Cairo under the patronage of Grand
Sheikh of Al-Azhar Ahmad Al-Tayyeb and the Kuwaiti
Ambassador to Kuwait Salem Al-Zamanan. Jomaa
described that Kuwaiti scholarship program for non-

Egyptian Al-Azhar University, Sunni Islam’s most presti-
gious seat of learning, as a remarkable investment in
Muslim human resources to spread moderation.

The Egyptian minister also spoke highly about the
deeply-rooted and strong Egyptian-Kuwait relations and
fruitful cooperation particularly in the culture and science
domains. For his part, Ambassador Al-Zamanan reiterated
Kuwait’s eagerness to spur moderation across the world
through the support offered by government and non-
government organizations, at the forefront of which the
Zakat House. He praised the Kuwaiti Office for Charitable
Projects in Cairo’s support to the students coming to
Egypt from across the Muslim world to study in Al-Azhar
University. Al-Zamanan underlined that this help would
promote the moderate message of Islam across the
globe. —KUNA

Egypt lauds Kuwait’s role in 
promoting moderate Islam

KUWAIT: Secretary General of Manpower and Government
Restructuring Program (MGRP) Fawzi Al-Majdali stressed
that the center of developing, training and rehabilitating
national labor is a cornerstone for economic and social
development in Kuwait. Al-Majdali, who celebrated conclu-
sion of the first phase of the program late on Tuesday, said
the project, the first of its kind in the Arab world, aims to
contribute to attracting national workers in the private sec-
tor after rehabilitation of national cadres to start work in all
commercial and industrial sectors. 

This national achievement has been attained upon
directives of His Highness the Amir to support and care for
youth as they are the State real wealth, he added, indicat-
ing that proportion of recruiting national workers will rise

to restructure Kuwait’s labor market and demographic sta-
tus. On her part, the head of Manpower and Government
Restructuring Program’s (MGRP) training department, Iman
Al-Ansari, said the program concluded its first phase suc-
cessfully. 

The important project aims to develop and train nation-
al cadres and pave way for increasing the State Gross
national product (GNP), she added. Among its goals are
training, changing patterns of work and providing proper
jobs to all people through setting up a world-class training
center, she noted. There is dire need for an independent
center to meet development needs and train national
cadres, she said. The center carries out latest training meth-
ods, including remote training. — KUNA

Center of labor rehabilitation a 
‘cornerstone for development’ 

KUWAIT: Minister of Social Affairs and Labor Hind Al-
Subaih said that her ministry is involved in an effective
cooperation with all state bodies to serve students and
harness the skills of talented youngsters. In press state-
ments on the sidelines of her inauguration of the new
premises of the Sabah Al-Ahmad Center for Giftedness
and Creativity, Al-Subaih said that the new building
would serve students of 36 schools. 

She pointed out that the new building, overhauled
through cooperation between the ministry and the
Kuwait Foundation for the Advancement of Sciences
(KFAS), includes labs and workshops to provide students
with ample opportunities to move beyond the classroom
and get hands-on experience. She unveiled that the min-
istry plans to open new branch for the SACGC in Al-Jahraa
soon to get closer to students nationwide.

For his part, Director General of KFAS Dr Adnan
Shihab-Eldin pointed out that the facility would help
enrich the students’ learning experience. He noted that
highly-qualified teachers would supervise and offer sup-
port to the students during their visits to the new center.
He wished to expand fruitful cooperation with the min-
istry of social affairs and labor in the coming period.
Meanwhile, SACGC Chairman Barak Al-Sabeeh noted that
the new building includes workshops to cater for the tal-
ented and creative youngsters, especially inventors who
want specialized workshops and labs to develop their
ideas and inventions. It also includes a training facility to
hone the skills of youth and encourage them to launch
their own small enterprises, he said. —KUNA

KUWAIT: Fire broke out in a 10-storey building in
Salmiya. The fire started on the seventh floor. Two fire
teams rushed to evacuate the residents and to battle
the blaze. No injuries were reported. 

—By Hanan Al-Saadoun
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