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KUWAIT: Kuwait economy continues to bounce back
from a 2015 slowdown, which was induced by a fiscal
adjustment in the wake of the decline in oil prices.
Growth in non-oil activity is expected to have
improved to 3.0 percent in 2017, with growth seen
accelerating further to 3.5-4 percent in 2018 and 2019.
The key driver has been capital spending, bolstered by
the improving implementation of the government’s
National Development Plan. A shift toward a more
gradual fiscal adjustment should also reduce the drag
on growth while ensuring continued progress on
reducing the fiscal shortfall. 

Substantial fiscal buffers, including large foreign
reserves and a relatively low fiscal breakeven oil price,
provide Kuwait with significantly more space to move
gradually on fiscal adjustment than some of its GCC
neighbors. As a result, authorities are keen to maintain
their commitment to their capital spending plans and to
continue absorbing the bulk of Kuwaiti entrants into the
labor market. At the same time, the government is push-
ing forward with needed structural reform in an effort
to encourage the private sector to play a larger role in
generating new jobs in the medium-to-long-term.

Potential risks 
The outlook is not without its risks. Indeed, the

robust growth outlook depends on a continued com-
mitment to the projects pipeline and the ability by the
various authorities to push that ahead despite bureau-
cratic and sometimes political resistance. Though we
think this risk is low in the medium-term, it could cer-
tainly materialize. Meanwhile, though the probability of
oil prices moving much lower from current levels has
receded for now, it remains a distinct risk. While
Kuwait would be able to sustain $20 oil for some time,
such a scenario is certain to alter the government’s fis-
cal policy and hurt sentiment, with the consequent
impact on non-oil activity.

Non-oil growth 
After slowing in 2015, the pace of non-oil GDP

growth improved to 2.0 percent in 2016. Non-oil
growth had dropped to 0.4 percent in 2015, a figure
which caught most analysts by surprise, including the
IMF. The slowdown was largely a result of government
spending cuts implemented in the wake of the mid-
2014 decline in oil prices. Those cuts, which largely
spared capital spending and the government wage bill,
reduced spending excluding energy subsidies by 10
percent in FY15/16. The fiscal adjustment has since
been far smaller. There was still a decline in spending
by around 2.9 percent in FY16/17, but outlays are
expected to return to positive growth in FY17/18 and
beyond. This shift to a more supportive fiscal stance
should increasingly support non-oil growth in 2018
and 2019. That, combined with continued strength in
project implementation and a recovering consumer
sector, should help sustain non-oil growth at 3.5-4
percent in 2018 and in 2019.

Government project 
Over the last few years, an improved pace of capital

spending has been a key driver of the non-oil econo-
my. We feel that that momentum has been sustained

and should continue to provide solid impetus to the
economy through 2019 and possibly beyond. We esti-
mate that over KD 28 billion worth of projects are like-
ly to have been awarded during the last five years
through the end of 2017. While the pace of project
awards has slowed, the impact on growth is likely to be
sustained in the medium term. 

The projects pipeline remains solid, with the gov-
ernment still strongly committed to the ambitious capi-
tal spending program in the National Development
Plan. The plan, as part of Kuwait Vision 2035, seeks to
transform the country into a financial, cultural and
trade leader and includes capital spending on infra-
structure, housing, power and water, and the oil sector.
Around a third of the spending is slated to come from
public-private partnership (PPP) projects. Though
progress on the PPP projects has been slow, it is
expected to pick up.

Consumer sector 
The consumer sector, long a robust and reliable

source of growth, appears to be bouncing back after a
period of slowdown. The sector was hit in 2015 and
2016 as a consequence
of the decline in oil
prices. This happened as
households took a more
cautious view, with the
Ara consumer sentiment
index falling to a low of
83 in September 2016. A
year on and the index
has improved signifi-
cantly; the index hit 110
in September 2017. 

The consumer sector
continues to be well
supported by steady
growth in employment and salaries, particularly in the
government sector and among Kuwaiti households.
Employment growth among Kuwaiti nationals remains
relatively solid, with public sector employment grow-
ing by around 2 percent y/y through June 2017.
Expatriate employment has slowed but remains healthy
at 3.6 percent y/y.

Real estate market 
The real estate market has been showing evidence

of improvement following more than two years of
weakness. Sales for all sectors during the three months
through October 2017 were up 33 percent y/y. Real
estate prices also appear to have stabilized, after
undergoing an orderly 15-20 percent correction since
2014. NBK’s real estate price indices now show prices
down 1-6 percent from a year ago, compared to
declines of 6-13 percent y/y at the end of 2016.

Inflation eases 
New revised statistics revealed significantly lower

inflation in 2017. Inflation in October eased to 1.4 per-
cent y/y, down from 2.6 percent y/y at the end of
2016. The main source of softer price growth has been
housing rent, which is now in deflationary territory
with prices down 0.3 percent y/y. Base effects also

explain the decline in inflation, especially as the fuel
price hikes of September 2016 faded. 

Going forward, inflation is expected to pick up
pace. A moderately weaker US dollar, which implies a
weaker dinar, is expected to put some upward pres-
sure on prices in 2018. Also, the hike in utility prices
taking place in stages in 2017 and early 2018 are
expected to filter into the rest of consumer prices
gradually in the coming year. Finally, we expect the
value-added tax (VAT) to be introduced in 2019,
impacting prices moderately then. As a result, average
annual inflation is seen picking up from 1.6 percent in
2017 to 2.2 percent in 2018 and 2.8 percent in 2019. 

Fiscal deficits will persist 
The Ministry of Finance is expected to continue to

register a deficit in the medium-term, even though oil
prices have improved and despite some fiscal consoli-
dation. We expect the price of Brent crude to average
around $55 per barrel in 2018 and 2019, little changed
from 2017. As a result, the fiscal balance is expected to
register a deficit of 12-13 percent of GDP in FY18/19
and FY19/20, after the mandatory allocation to the

Future Generations Fund
(FGF), a level that is
largely in line with what
we expect for FY17/18. 

There was some good
progress on fiscal con-
solidation during the first
two years after the
decline in oil prices,
though we expect the
pace will slow in the
coming two years. The
bulk of the progress
came in the form of
spending cuts.

Expenditures were reduced by 15 percent and 3 percent
in FY15/16 and FY16/17. Cuts in spending came from
general belt-tightening in areas outside the wage bill
and capital spending. They have also included cuts in
subsidies, with fuel prices and utility rates seeing hikes.

Spending is expected to return to positive growth in
FY17/18 and beyond, with the government’s focus
shifting to the revenue side. Fiscal reforms include the
introduction of a corporate income tax and a value
added tax (VAT), though both are in early stages and
have yet to receive legislative approval by the National
Assembly (NA). There is a good chance that the VAT
will be introduced in 2019, with the corporate earnings
tax not likely before 2020. We estimate that these
reforms together will boost non-oil revenues by
around 2-3 percent of GDP by 2020.

Sovereign wealth fund 
A relatively prudent fiscal policy over the years has

allowed Kuwait to amass one of the largest sovereign
wealth funds (SWF) in the region. Kuwait’s SWF is
estimated to be worth around $560 billion or 450 per-
cent of GDP as at the end of 2017, with the bulk of the
assets held overseas. The assets are split between the
Future Generations Fund (FGF) and the General
Reserve Fund (GRF). The latter, whose holdings are

mostly in liquid assets, is generally available to finance
the deficit. Kuwait has continued to add to the FGF
even as oil prices declined, at the expense of the GRF
or increasing public debt.

Bonds in FY16/17
Despite a large SWF, Kuwait has opted to also rely

on debt to finance its deficit. Since April 2016, the gov-
ernment issued KD 3.6 billion in debt domestically and
another KD 2.4 billion ($8 billion) internationally. This
increased total debt to KD 7.1 billion or 20 percent of
GDP as of the end of October 2017. Debt issuance has
financed around two-thirds of the deficit since the
April 2016.

Debt issuance has been on hold since September
2017 following the expiration of the law that allows the
Ministry of Finance to issue debt. New legislation is
being considered by the National Assembly which
would renew the issuance mandate, double the sover-
eign borrowing ceiling to KD 20 billion and permit, for
the first time, the issuance of 30 year debt. In the past,
issuance was limited to tenors of up to 10 years. 

CA deficit
After recording its first deficit in over two decades

during 2016, the current account is expected to have
swung back to surplus in 2017. A surplus of KD 0.6
billion was recorded in 2Q17, up from KD 0.4 billion in
1Q17. We expect a surplus in 2017 as a whole of
around KD 1.9 billion or 5 percent of GDP after
recording a deficit of 4.5 percent of GDP in 2016. The
improvement has come largely on the back of a higher
oil price, with the Kuwait crude oil price expected to
have increased by more than 30 percent between 2016
and 2017.

However, after improving in 2017, the current
account is expected to deteriorate slightly in 2018 and
2019. With oil prices expected to remain largely steady
and continued growth in imports and worker remit-
tances in tandem with growth in the non-oil economy,
the current account surplus is seen shrinking to under
1 percent of GDP by 2019.

Dinar down in 2017 
Following three years of gains, the Kuwaiti dinar

(KWD) retreated during most of 2017. A weaker US
dollar has seen the dinar decline by 3.7 percent in
trade-weighted terms year-to-date (ytd) through
October 2017. The Kuwaiti currency had gained around
3 percent a year in the three years between 2014 and
2016. The dinar, which is pegged to a basket dominated
by the US dollar, has increased by 1.1 percent against
the US currency since the start of this year.

After rallying in late 2016 and early 2017, equities
were again boosted in 3Q17 after FTSE Russell
upgraded Kuwait’s market to emerging market status.
Recent catalysts also included interest by Omantel to
acquire a sizeable stake in Kuwait’s largest telecom
provider Zain. Boursa Kuwait’s value-weighted index
(IXW) soared by 9.1 percent in 3Q17. The index was
up 10.5 percent year-to-date through October.
Activity is also up in 2017, though the daily average
value of shares traded has eased from peaks in
January 2017. 
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VIVA to sponsor
‘Convergence to Kuwait’
conference 2017
KUWAIT: VIVA, Kuwait’s fastest-growing and most developed tele-
com operator, announced its sponsorship for the “Convergence to
Kuwait” Regional Conference 2017 held by SAMENA
Telecommunications Council that will take place on December 4, 2017
at Jumeirah Messilah Beach Hotel & Spa. 

Eng Salman Bin Abdulaziz Al-Badran, VIVA’s CEO said: “Our par-
ticipation in Convergence to Kuwait 2017 is part of our key role in the
industry progress.  At VIVA, we have pledged to enrich the lives of
our customers through our innovative strategy and vision not only as a
technology leader, but also as a truly customer-centric company”. 

The objective of Convergence to Kuwait conference is to help col-
lectively realize that it is now crucial to take lead on important indus-
try and national matters and collaborate to allow the industry as well

as national economies to continually foster and benefit from innova-
tion across all fronts and facets of development. 

Convergence to Kuwait’s agenda focuses on Regulatory
Transformation for Fulfilling the Digital Agenda, Stakeholder
Preparation for the 5G World and Harmonizing Efforts in Terrestrial,
Satellite, Regulatory Co-operation, and Public Policy Considerations
for internet companies. 

KUWAIT: Ahli United Bank KSCP
(AUB) announced that it has received the
best Digital Bank 2017 Award (amongst
Corporate/Institutional banks in the
Middle East) from the internationally
recognized, Global Finance magazine.
AUB’s latest accolade is a testament to
the Bank’s innovative digital capabilities
and ability to provide the best solutions
for its customers.  Ali AbdulRahim, Head
of Cash Management and B2B (Business
-to-Business) at AUB received the award
in a grand ceremony held in London on
the 2nd November.

Commenting on the award Hisham
Zaghloul, AUB’s Senior General Manager
Corporate Banking & Financial
Institutions stated, “As one of the leading
banks that continuously strives to pro-
vide advanced banking solutions to
enhance our offerings to the Bank’s
expanding client base, AUB’s latest

award is indicative of AUB’s pedigree in
banking innovation and technological
solutions that offer customers secure
and seamless business dealings.”

Richard Groves, AUB’s Chief
Executive Officer added “Technical
innovations are the cornerstone of our
operations’ continued success. There is
no doubt that our latest award from
Global Finance is a testament to our
efforts in further enhancing our digital
channels to cater to our corporate bank-
ing activities.   This will open more
avenues for us as we continue aligning
our digital banking services with our
customers’ evolving expectations”.

Groves highlighted that the Bank’s
ongoing commitment is to provide an
extensive range of banking products and
services that are convenient, sharia-
compliant and in line with best interna-
tional practices. 

Ahli United Bank wins 
‘Digital Bank of Distinction’
award from Global Finance

KFH adds 5 new 
innovative 
services on XTMs
KUWAIT: Group General Manager Retail
Banking at Kuwait Finance House (KFH),
Fadi Chalouhi said that the bank has
added 5 new innovative eservices on its
XTMs; the novel approach of banking
services the bank has recently launched
as part of its innovation efforts and keen-
ness to adopt the latest developments in
technology as per highest standards of
quality and security. 

The XTMs work as Mini-Branches with outstanding features and
are accessible to customers at Avenues mall and at Fyahaa branch.

Chalouhi added in a press release that the services are telex
transfer, installment payment of commercial transactions, request a
Cheque Book, paying installments and financial obligations to
AlManar Company, Ministry of Transportation, and the Public
Authority for Social Insurance. In addition, XTM offers several serv-
ices including opening deposits, balance enquiry, cheque deposits,
cash deposit, and account statement, instant transfer between
accounts, installment payment, opening savings accounts, not to
mention other services offered by KFH Shamel ATM machines.

Customers can perform banking transactions in a very modern way
using advanced tools through visual and audio communication
options; conference call with KFH staff who are always available and
ready to answer all customers’ questions.

Chalouhi indicated that KFH strategy focuses on offering the bank-
ing services round the clock to its customers. KFH continuously
improves its services while keeping abreast of latest banking technol-
ogy in order to meet the aspiration of its customers and maintain the
global pioneering position of the bank.

Fadi Chalouhi


