
KUWAIT: The Central Bank of Kuwait (CBK) has
issued the Financial Stability Report (FSR) for
2014 - Governor Dr Mohammad Al-Hashel
announced yesterday. This is the third in a
series of reports published by CBK as part of
its efforts to enhance transparency and to
make available reliable information and statis-
tics related to the Kuwaiti banking system and
financial sectors, he added. The FSRs issued by
CBK analyze and highlight economic and
financial developments in terms of their effect
on financial stability and the resilience of the
financial system to unanticipated adverse
shocks, thus maintaining the provision of effi-
cient financial services at the macroeconomic
level, Hashel told KUNA.

He added that the latest FSR is composed
of five chapters, the first of which assesses the
role and performance of banks - both conven-
tional and Islamic - as financial intermediaries,
while the second evaluates the risks faced by
the banking system. The third chapter of the
report examines the trends in profitability and
solvency of the banking system and its
resilience to a variety of major shocks, both
endogenous and exogenous under different
financial and economic stress scenarios. The
fourth explores the key developments in mon-
ey, foreign exchange, equity and real estate
markets, the four key components of the
domestic financial market. As for the fifth part,
it examines the performance of retail and
large-scale payment and settlement systems
in the country, significant components com-
prising Kuwait’s financial system and stability.

According to the report, the consolidated
banking sector balance sheet marked another
year of double-digit growth. In 2014, assets
worth KD 7.2 billion were added to the banking
system, putting total assets at KD 66.4 billion by

year-end - marking growth of 12.2 percent, ver-
sus 11.9 percent in 2013, the governor noted.

Both in absolute and growth terms, this
was the most significant expansion recorded
in the last seven years. Growth of the consoli-
dated balance sheet of banks reveals, in part,
that the increased international activity of
Kuwaiti banks remains robust and accounts for
20.4 percent of the consolidated balance
sheet, thereby providing a major source of
banks’ income that reduces reliance on local
sources and strengthens their stability. Banks
have also expanded their consolidated loan
portfolio by another KD 4.2 billion, posting the
strongest growth (11.5 percent) observed in
the last five years, Hashel said.

At the domestic level (Kuwaiti banks and
foreign banks’ branches in Kuwait), credits
granted to national economic sectors rose
from KD 29 billion as of Dec 2013 to KD 30.8
billion in Dec 2014, an increase of KD 1.8 bil-
lion and a yearly growth rate of 6.2 percent,
less than the growth rate of 8.1 percent in the
last year). However, the growth rate in 2014
reveals the upward trend of credit off-take
compared to 0.4 percent in 2010, 1.6 percent
in 2011 and 5 percent in 2012.

In addition, growth of banking credit
encompasses most of the local economic sec-
tors including installment (housing) loans and
loans granted to the real estate sector. By Dec
2014, such facilities totaled KWD 16 billion,
marking an increase of KD 1.4 billion com-
pared to Dec 2013, and a yearly growth rate of
around 9.4 percent, which is higher than the
growth rate of the total loan portfolio. 

Hashel said that the 2014 FSR report
revealed that the asset quality of the banking
system visibly improved over the last few
years, and the gross non-performing loan ratio

(NPLR), on a consolidated basis, dropped to a
historically low level of 2.9 percent in Dec
2014. Improvement of asset quality demon-
strates the success of the CBK and local banks
in their combined endeavors over the last
years to analyze and assess the quality of loan
portfolios in accordance with the strict imple-
mentation of the relevant standards. As a con-
sequence NPLR, at the domestic level, edged
down from 7.1 percent as of Dec 2011 to 4.9
percent as of Dec 2012, 3.2 percent as of Dec
2013 and 2.3 percent as of Dec 2014, visibly
lower than the pre-crisis ratio.

Profitability of Kuwaiti banks posted a
strong recovery in 2014 after experiencing a
noticeable contraction back in 2013; net prof-
its attributable to shareholders of Kuwaiti
banks (conventional and Islamic banks and the
Industrial Bank of Kuwait) surged by 26.5 per-
cent in 2014 to KWD 656.4 million from KWD
519.0 million a year earlier. This marks an
increase of KD 137.4 million. Amid rising net
income of the banking sector, average return
on assets inched up from 0.9 percent as of Dec
2013 to 1 percent as of Dec 2014, and average
return on equity increased from 6.9 percent in
2013 to 8.2 percent in 2014.

Capital Adequacy Ratio
In the meantime, the Capital Adequacy

Ratio (CAR) of the banking sector was still well
above the requirements of Basel III - the new
standard adopted by Kuwaiti banks within a
comprehensive set of reforms, the 2014 FSR
showed. Reports submitted by Kuwaiti banks
indicate full compliance within the terms of
Basel III as the CAR of Kuwaiti banks is still well
above the CBK’s requirement of 12 percent for
2014, which is higher than Basel requirement
of 10.5 percent, Hashel stated. As of December

2014, the CAR of Kuwaiti banks, on a consoli-
dated basis, as per Basel III stood at 16.9 per-
cent.

Leverage ratio data reveals the ability of
Kuwaiti banks to abide by this ratio in addition
to other new ratios implemented by the CBK
in 2014 within the framework of Basel regula-
tions. The Leverage ratio of the banking indus-
try was 8.9 percent as of Dec 2014 - well above
the minimum of 3 percent required by CBK, as
recommended by Basel Committee for
Banking Supervision. 

Additionally, this ratio is intended to firm-
up capital adequacy taking into account the
computation of leverage ratios based on the
overall “off” and “on” balance sheet assets of
the bank, rather than the size of risk weighted
assets as stated under capital adequacy regu-
lations. Therefore, this ratio is considered an
additional buffer to minimize systematic risks
and strengthen financial stability.

Banks’ liquid assets of less than three
months witnessed a rising trend since 2010;
during 2014, liquid assets were up by KWD 5.3
billion to reach KD 20.4 billion. A breakdown
between core and non-core liquid assets indi-
cates that the core liquid assets accounted for
80.5 percent of the total liquid assets which, in
turn, constitutes 30.7 percent of the total
banks’ assets. It is, therefore, clear that these
high ratios of high quality liquid assets fortify
the financial positions and soundness of finan-
cial indicators of banks and their resilience to
unanticipated shocks without any adverse
effect on financial stability.

Furthermore, the higher levels of liquidity
maintained by Kuwait banks helped them to
fulfill the requirements of the liquidity cover-
age ratio (LCR) introduced among the Basel III
set of reforms and adopted by the CBK as of

Dec 2014. In line with its monetary policy, the
CBK kept unchanged Discount Rate at the his-
torically low level of 2 percent, representing
the key benchmark serving as a reference rate
to calculate interest rates charged on lending
facilities. By maintaining interest rates at this
level the CBK also aimed to help increase cred-
it off-take by the various sectors. 

Annual Report 
Meanwhile, the CBK also released its annual

report for the fiscal year (FY ) 2014-2015,
Hashel announced. This is the 43rd issue of the
series of annual reports prepared and pub-
lished by the CBK. It includes the CBK Balance
Sheet, the Profit and Loss Account for the FY
ending 31st March 2015, in addition to the
Auditors’ Report on the financial statements,
Hashel told KUNA. The report reviews, in brief,
key developments in the monetary policy and
monetary and banking indicators, in particular
those relating to money supply, local interest
rates, KWD exchange rates, bank credit, and
aggregate balance sheets of local banks and
investment companies, he added.

In addition, it contains the main superviso-
ry measures and directives issued by the CBK,
and major banking operations carried out dur-
ing FY 2014-2015. The report outlines the
CBK’s efforts during the past fiscal year to
implement projects covered by the Annual
Plan, Hashel said. These projects are of an
ongoing nature and relate to the core objec-
tives of the CBK. It also presents the CBK’s
main initiatives for the enhancement of com-
petency of the its manpower as well as meas-
ures taken toward modernization and the
upgrade of the CBK’s information technology
infrastructure. The 2014-2015 Annual Report is
available on the CBK official website.  —KUNA
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KUWAIT: Governor of the Central Bank of Kuwait (CBK) Dr Mohammad Yousef Al-Hashel presents CBK’s 43th annual Financial Stability Report 2014 to HH the Amir Sheikh Sabah Al-Ahmad Al-Jaber Al-Sabah (left) and
HH the Crown Prince Sheikh Nawaf Al-Ahmad Al-Jaber Al-Sabah (right) yesterday. —KUNA

Central Bank issues Financial Stability Report
CBK also issues annual report for FY 2014-2015

LONDON: The global oil market should be more
balanced next year as China and the developing
world increase oil consumption while supply of
shale oil from North America and other regions
grows more slowly, OPEC said yesterday. In its
monthly report, the Organization of the Petroleum
Exporting Countries said it expected world oil
demand to increase by 1.34 million barrels per day
(bpd) in 2016, up from growth of 1.28 million bpd
this year.

World oil demand growth should outpace any
increase in oil supply from non-OPEC sources and
ultra-light oils such as condensate, increasing con-
sumption of OPEC crude oil, it said. “This would
imply an improvement towards a more balanced
market,” OPEC’s in-house economists said in the
report. OPEC said it expected demand for its own

crude oil to rise by 860,000 bpd in 2016 to 30.07
million bpd. But it cut its estimate of demand for
its crude this year by 100,000 bpd to 29.21 million
bpd.

Oil prices are now around half their levels of a
year ago with global crude oil benchmark Brent
trading at around $58.50 a barrel by 1100 GMT
yesterday, down from a peak above $115 in June
2014. Lower prices have squeezed high-cost oil
producers and brought a sharp fall in the number
of oil exploration rigs in operation, particularly
across North America. OPEC said supply of oil from
non-OPEC producers was expected to grow by
only 300,000 bpd in 2016, down sharply from
growth of 860,000 bpd this year.

US oil output, which has seen rapid increases
over the last five years thanks to the development

of huge shale resources by “fracking”, is expected
to log much more modest supply growth in 2016.
“Total U.S. liquids production is expected to grow
by 330,000 bpd, just one third of the growth of
930,000 bpd expected this year,” it said. World oil
supply has grown much faster than demand this
year, led by OPEC as its core members in the
Middle East Gulf attempt to build market share,
leading to higher inventories.

Saudi Arabia, in particular, has pushed up its oil
production to record highs, industry sources say.
OPEC estimated, based on figures from secondary
sources, that its own group crude oil output rose
283,000 bpd to 31.38 million bpd in June, led by
Iraq, Saudi Arabia and Nigeria. It said Saudi Arabia
had told it that it pumped 10.56 million bpd last
month, up 231,000 bpd from May. —Reuters

OPEC sees more balanced 
global oil market in 2016RIYADH: Saudi Arabia appointed a housing min-

ister with a background as a real estate developer
yesterday, strengthening a trend towards giving
top government jobs to people from the private
sector as the kingdom grapples with economic
and social welfare issues. Majed Al-Hogail, former
managing director of Rafal Real Estate
Development Co, a private firm owned by Saudi
family interests, was chosen to head the housing
ministry by King Salman, an official decree said.

Hogail will lead efforts to ease a shortage of
affordable housing for millions of Saudis. The
government has pledged tens of billions of dol-
lars towards the problem but red tape and diffi-
culties obtaining land have slowed disbursement
of the aid and actual construction of homes.
Salman relieved the previous housing minister,
Shuwaish Al-Duwaihi, of his post in March - part
of a series of shake-ups since Salman took the

throne in January. Since then, there have been
two major cabinet reshuffles and the health min-
ister has also been replaced.

Saudi kings have appointed former business-
men to government jobs in the past, choosing
the heads of top merchant families for the post
of trade minister, for example. But there are
more business leaders serving in government
now than in previous cabinets, analysts say, an
indication that Salman wants to use private sec-
tor experience as Riyadh seeks to avoid public
discontent by improving social welfare and cre-
ating more jobs for Saudis. “It’s clearly a state-
ment that appeals to a more pragmatic, practical
paradigm, going away from the traditional
bureaucratic approach to problem-solving,
especially in sectors relating to services,” said
Hossein Shobokshi, a businessman and newspa-
per columnist. —Reuters

Saudi housing minister 
from private sector


