
KUWAIT: After a weak performance of the
local economy  which  began  its  shrinking
by  -1.6 percent in 2014 and is expected at -
2.1 percent in 2015 according to the EIU
due to low prices and less production of oil.
Nominal GDP is expected to score KD 38.6
billion ($ 128.7 billion). EIU expects domes-
tic economy’s return to real growth by 1.4
percent in 2016 which may not be achieved
because projections came before the late
deterioration in oil prices. 

Kuwait produced 2.774 million barrels
of oil per day in 2015 according to EIU. Its
official OPEC quota is 2.247 million bar-
rels/day. Highest Kuwaiti oil monthly aver-
age price scored $ 60.7 per barrel in May
2015 and its lowest price was at $ 31.2 per
barrel in December 2015, a decrease by -
48.6 percent in 7 months. The average price
for the entire 2015 was at $ 48 per barrel ($
95 per barrel for 2014), a noticeable drop by
-49.5 percent. 

In the current fiscal year budget
2015/2016, expenditures allocations stood
at KD 19.171 billion and revenues were esti-
mated at KD 12.2106 billion including KD
1.453 billion from non-oil revenues. Oil rev-
enues were estimated at KD 10.7575 billion,
88.1 percent of the total. Oil revenues were
estimated based   on  the following bases:
crude oil production quota by 2.7 million
barrels per day and an estimated price of $
45 per barrel for Kuwaiti oil. After deducting
production and marketing costs, the official
budget’s deficit scored about KD 6.9604 bil-
lion. 

The worst trend in the current fiscal year
was the sustained declining trend in oil
prices. Average oil price for three quarters
of the current financial year -from April to
December 2015- scored $ 47.9 per barrel,
an increase by only $ 2.9 per barrel, or 6.4
percent higher than the hypothetical esti-
mated budget price at $ 45 per barrel. The
same applies to production rates. 

The monthly follow up report to the
State’s accounts until the end of November
2015 indicates that total received revenues
(oil and non-oil) scored KD 10.420 billion
against KD 6.645 billion in expenditures for
the same period. This shows KD 3.775 bil-
lion surplus. But this figure does not reflect
reality. The budget might score deficit
which will be the first in 16 fiscal years. Oil
revenues for the current fiscal year might
score KD 13.8 billion. Adding KD 1.4 billion
from non-oil revenues, total revenues

might score KD 15.2 billion. Actual expendi-
tures might score KD 19.2 billion. Therefore,
anticipated deficit would score KD 4 billion
and might be less if some saving in expen-
ditures occurs and might be more if oil
prices continued their decline. 

The trend of starting consulting mone-
tary policies began. The Central Bank of
Kuwait raised the discount rate on

17/12/2015 by 0.25 percent to 2.25 percent
from 2 percent (since 03/10/2012). Total
credit facilities to residents provided from
local banks scored KD 32.389 billion in the
end of October 2015. They represent 57.5
percent of total assets of the banks, up by
KD 1.652 billion and a growth rate by 5.4
percent versus the end of 2014. It is expect-
ed that the interest rate might be lifted
again and again during 2016 in accordance
with the US dollar interest rate increase.
With pressures on financial policies to be
shrinking coinciding with the shrinking
monetary policy, pressures will continue on
local assets prices.   

Kuwait stock exchange lost -35.2 per-
cent in 2015 of its liquidity level in 2014.
AlShall index lost about -17.6 percent of its
value from the beginning to the end of the
year 2015 and   the   real   estate market

lost  about -33.9 percent of its liquidity in
2015, though December’s liquidity is an
estimate and not actual. Pressures also
began to press down on prices of private
housing and investment housing activities. 

Kuwait faced a number of challenges
during 2015, most prominent of which was
the severe weakness of the oil market due
to the surplus in supplies, within a produc-
tion war among traditional oil exporters,

and weakness in demand due to weak per-
formance of the Japanese and Chinese
economies, the Asian Tigers and the
European Union economies. With the flam-
mable geopolitical events in the region,
provision of resources, which have become
scarce, deviated as well to finance military
conflicts and finance security costs.
Indicators do not foretell the capability of
the domestic local administration to con-
front such challenges. 

Oil and public finance 
By the end of December 2015, the ninth

month of the current fiscal year 2015/2016
ended and oil prices continued their drop
at a quicker pace than in September,
October and November months and broke
the $30 per barrel level downward. The low-
est price for Kuwaiti oil during December
was at $27.90 per barrel on December 21
and the highest was at $37.11 per barrel on
December 1. Average oil price for
December scored $31.2 per barrel, which is
$-7 per barrel (-18.3 percent) less than the
average of November which was at $38.2
per barrel. It is also lower by $ -13.8 per bar-
rel, -30.7 percent, than the new hypotheti-
cal price per barrel estimated for the cur-
rent budget at $ 45 per barrel. It is however
lower by $ -43.8 than the hypothetical price
for the past fiscal year which was at $75 per
barrel. The average price for the Kuwaiti oil
price in December 2014 (FY 2014/2015)
was $58.1 per barrel. The past fiscal year
2014/2015 which ended by the end of last
March scored average price of $ 81.3 per
Kuwaiti oil barrel. This means the average
price for December 2015 lost about -61.6
percent of the average price of the barrel of
oil for the past fiscal year and lost -46.3 per-
cent of the average price for December
2014. 

According to figures published in the
monthly follow up report of the State’s
financial accounts for November 2015
issued by the Ministry of Finance, Kuwait
achieved oil revenues until the end of last
November -8 months- about KD 9.681 bil-
lion. Kuwait is supposed to have achieved
about KD 1 billion in oil revenues in
December. Therefore, anticipated oil rev-
enues will increase during the 9 months to
about KD 10.7 billion, 99 percent of estimat-
ed oil revenues in the budget during the
entire current fiscal year in the amount of
KD 10.7575 billion. Kuwait also achieved an

amount of KD 739.3 million in non-oil rev-
enues during the first eight months of the
current fiscal year and will increase to KD
832 million in the 9 months period.
Therefore, the projected revenues will score
KD 11.5 billion during the period. 

Assuming that production and prices
would continue at their present levels -an
assumption which may not be realized- it is

expected that value of potential oil rev-
enues for the entire current fiscal year
would score about KD 13.8 billion, which is
about KD 3 billion higher than the revenues
estimated for the budget. Adding some KD
1.4 billion in non-oil revenues, total budget
revenues for the current fiscal year would
score KD 15.2 billion. If that is realized and
assuming that all budgeted expenditures
estimate were spent (KD 19.2 billion) and
without deducting what is forwarded to
the future generations reserves being
meaningless, if a deficit accord financial by
the general reserve or by borrowing by
using the future generation reserve as a
guarantee, actual deficit would score KD 4
billion. However, this deficit figure might be
more or less subject to the developments
in oil prices in the next remaining three
months of the current fiscal year. The deficit

will be less by any reduction of the estimat-
ed budget expenses when actual expenses
are reviewed in the final account. Under all
circumstances, the current fiscal year will
realize the first deficit in 16 fiscal years. 

Cancellation of the Anti-Corruption
Authority 

It was quite shameful to revoke the
Anti-Corruption Authority due to the nulli-

fied “Out of Necessity” condition when its
forming decree was issued in violation of
the constitution’s provisions although the
decree was presented to the National
Assembly when it reconvened and it
passed the decree. This incident provides
too obvious evidence to the weak legal

environment and low level of professional-
ism of the State’s institutions. The danger of
the matter is not in the cancellation but in
the spread of corruption powers in the
country. It also lies in its likely success in
making few changes to the new law to
deprive the new authority of any remaining
strength. Indicators point to intentions in
this new direction. We are afraid that the
next target will be the State Audit Bureau

which began to develop the 
quality   of   its   reports  by  adding  a

pre-emptive dimension to its supervision
so that the ring of weakening the supervi-
sory dimension of corruption and protec-
tion from its evils would be complete. 

We would like to emphasize what we
repeatedly stated in our reports that devel-
opment and reform whether financial or

economic remain just mirage once corrup-
tion permeates throughout the State’s insti-
tutions. Old and contemporary history is
void of any success to a development or
reform experience under a corrupt environ-
ment. In fact, the recommendations of
“Ernst & Young” to reform subsidies policies
will not materialize not because they are
incorrect or inapplicable -and they resem-
ble partially old proposals for ‘McKenzie’
and ‘Blair’ and the domestic committees
and councils- but because they ignored the
waste and corruption factors and focused
on subsidy only while priority should be for
the government to be the good example in
giving an integrated program to limit waste
and confront the fierce corruption. 

January 13 is the date to distinguish
truth from maneuver in adopting more
stringent laws in countering corruption or

lenient ones that consolidate it. Some sim-
ple amendments may render it equal to
nonexistence but some good ones may
restore some hope in reform prospects. 

KSE Performance 2015 
By the end of 2015, the seventh full year

since the break out of the global financial
crisis in September 2008 is completed and
the KSE did not recover since its occurrence

despite the prosperity of oil market and the
recovery of most global and regional mar-
kets during four years of the crisis when its
price scored more than $ 100 per barrel.
Not only did it remain low and weak, but it
relapsed with the heated geopolitical con-
flict in the region. It worsened by the oil

entering into a new severe stagnation cycle
which led to its price drop by 60 percent. 

While all KSE performance indexes were
unanimous on its regression, losses differed
from one index reading to another.
According to AlShall Index, the market lost
about 17.6 percent of its value in 2015. The
weighted index lost about 13 percent,
Kuwait 15 lost about 15 percent, while the
price index lost 14.1 percent. These are

2015 losses accumulated the pre-crisis loss-
es. When we compare available indexes in
the end of 2007 with their readings in the
end of 2015, we note that AlShall index lost
61.7 percent, the weighted index lost 46.6
percent, and the price index lost 55.3 per-
cent. 

The market suffers severely from the

continued scarce liquidity coupled with
sharp deviation or misdistribution in the
share of listed companies from this liquidi-
ty. Market liquidity lost about 35.2 percent
of the low 2014 liquidity level. Daily average
value of traded shares in 2015 scored about
KD 15.9 million (KD 25.1 million in 2014).
Half of the listed companies, or 79 compa-
nies (including ‘Pearl of Kuwait Real Estate
Co’, ‘Union Real Estate Co,’ ‘Manafea Holding

Co’, and ‘Al-Qurain Holding Co’ -all are delist-
ed now) captured 2.6 percent only of that
scarce liquidity. Even the relatively liquid
companies, their liquidity distribution was
not fair either. 16 companies with 10.5 per-
cent of market value captured three times
their contributions, 32.2 percent of market
liquidity. Liquidity scarcity and its sharp
deviation are like a unanimous vote for
severe drop in confidence in the market, an
unhealthy case which warrants real reme-
dy. 

Market capitalization value of all listed
companies -190 companies- in the end of
2015 after ‘Al-Qurain’s Holding Co’ with-
drawal in December 2015, scored about KD
26.2 billion, a decrease by KD 3.8 billion,
12.9 percent, in comparison with their val-
ue in the end of December 2014 for 189
joint companies (excluding the value of the
‘Mezzan Holding Co’ which was listed in
June 2015). The number of gainers, com-
pared with the end of 2014, was about 45
companies out of 189 joint companies.
About 141 companies scored varying drops
while value of 3 companies did not change. 

If we take profitability of the first nine
months of 2015 as index for the profit of
the entire year, we notice a drop in profits
by  1.1 percent  by  scoring  KD 1.367 billion
vis-a-vis KD 1.382 billion in the same period
2014. Number of gainers and common in
the two years was 138 companies out of
180 which announced their financial state-
ments. Gainer companies achieved KD
1.423 billion of which KD 56.2 million were
deducted representing share of 42 compa-
nies which achieved losses. The banking

sector contributed 49.8 percent of the mar-
ket profits; the telecommunications sector
achieved 13.2 percent of profits. While 7 out
of 12 sectors participated in supporting
that profit, 5 sectors sustained absolute
losses. On corporations’ level, NBK was the
major contributor to the market’s profits by
contributing KD 227.9 million and then the

Ahli United Bahraini Bank which con-
tributed KD 126.1 million. On the other side,
IFA Hotels and Resorts Co achieved the
highest loss by KD 11.7 million then the
Gulf Investment House by KD 6.4 million. 

Analysis of the financial performance
indexes of listed companies, according to
their profits until the third quarter, calculat-
ed on annual basis, and comparing them to
the end of 2014, as per the attached table,

we note that (P/E) retreated -improved- to
about 15.2 times (17.4 times). P/B index
dropped to 1.0 times (1.1 times). Likewise,
return on average equities (ROE) dropped
slightly to 6.3 percent (6.4 percent). Return
on average total assets (ROA) decreased to
1.40 percent (1.42 percent). 

It is difficult to predict the market per-
formance in 2016. It is likely vulnerable to
continue its retreat in liquidity and prices if
negative factors and the geopolitical vio-
lence continue to prevail as well as the
weak public administration of the country.
These factors are compelling and repulsive
to investment in the country. The perform-
ance however might become better if
geopolitical events calmed down and
cooperation among oil producers would
follow which would promptly increase
prices. More important still is to have a pub-
lic administration in the country that is in
par with those events and is capable of
restoring some of the lost confidence. The
course that these variables might take is
unpredictable. They all stem from the abili-
ty to separate hostility and wrath and the
State and the region’s need of what safe-
guards their security and stability beyond
the short term. As politicians have the final
say in the decision-making power, too
much reliance on logic and interest does
not count in predicting the likely scenario.
In order not to transform the  one going
market crisis seven years from one of assets
price to a banking sector’s crisis and then to
the real economy, there should be surgical
intervention to achieve balance between
the supplied stocks and the modest

demand size on them, which we referred to
in our previous reports.  

The weekly performance of KSE 
The performance of Kuwait Stock

Exchange (KSE) for the last week was more
active compared to the previous one,
where all indexes showed an increase, the

traded value index, the traded volume
index, the number of transactions index,
and the general index also showed an
increase, AlShall Index (value weighted)
closed at 365.9 points at the closing of last
Thursday, showing an increase of about 0.5
points or about 0.1 percent compared with
its level last week, while it decreased by
78.1 points or about 17.6 percent com-
pared with the end of 2014. 
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