
SUNDAY, JUNE 4, 2017 

BU S INE S S

AL-SHALL WEEKLY ECONOMIC REPORT
KUWAIT: By the end of May 2017, the
second month of the current fiscal
year 2017/2018 ended and the aver-
age Kuwaiti oil price for May scored at
$ 48.4 per barrel, down by $ -2 per
barrel, -4 percent, from April’s average
price of $ 50.4 per barrel. It is higher
by $3.4 (7.6 percent) per barrel than
the new hypothetical price estimated
for the current budget at $45 per bar-
rel. It is also higher by $ 13.4 per bar-
rel than the hypothetical budget esti-
mated price for the last fiscal year at
$35 per barrel. The last fiscal year
2016/2017 which ended on March 31,
2017 scored an average price for
Kuwaiti oil of $44.7 per barrel. The
average price of oil for May 2017 is
8.3 percent higher than the barrel
average price for the past fiscal year
but is lower by $ -22.6 per barrel than
the parity price for the current budg-
et at $ 71 per barrel after deducting
the 10 percent for the Future
Generations Fund. (Ministry of
Finance estimates). 

Kuwait is supposed to have
achieved actual oil revenues in May
by about KD1 billion. Assuming that
production and prices would contin-
ue at the current levels an assump-
tion that might not be achieved-
Kuwait’s oil revenues would score
about KD12.7 billion for the entire
current fiscal  year, which is KD1 bil-
lion higher than the estimated value
of oil revenues for the budget at
KD11.7 billion. Adding an amount of
KD 1.6 billion in non-oil revenues,
projected budget revenues would
score KD 14.3 billion for the current
fiscal year. 

Comparing this figure with KD 19.9
billion for expenditures allocations, it
is l ikely that the budget for
2017/2018 would achieve deficit by
KD 5-6 billion. However, this figure
would be more or less subject to
developments in oil prices and its
production during the remaining part
of the current fiscal year (or the next
10 months). The deficit, whichever its
value, a confirmation that is a formi-
dable start for a forthcoming era as all
indicators suggest a weak oil market
in the future, absence of prudence
and an objective concern with the
country’s future for its public adminis-
tration. It is enough to have a look at
15 parliamentary populist projects
which have been either approved or
will be approved. Such actions create
an increasing acceleration to reach
the no-remedy stage due to the non-
sustainability of public finance cou-
pled with an economy fully reliant on
public finance. This will put the coun-
try’s stability at stake. 

Performance of Boursa Kuwait 
Performance of Boursa Kuwait dur-

ing May continued to recede com-
pared with April 2017. Indexes of val-
ue, volume, number of transactions
and value of the general index
(AlShall) dropped. Also the three
Boursa indexes decreased. Total liq-
uidity of the Boursa in May 2017
scored KD 300.7 million, compared
with KD 517.5 million in April 2017, it
decreased by 41.9 percent.  Average
daily trading value for May scored
about KD 13.1 million, which is less by
49.5 percent than April. But it is high-
er by 16.9 percent in comparison with
May 2016. Number of listed compa-
nies during the month dropped from
177 companies to 165 companies (11
companies moved from the official
market to the parallel market and the
Kuwaiti Slaughter House Company
withdrew from listing). Liquidity val-
ue in five months (106 working days)
scored about KD 3.523 billion and the
daily average value scored KD 33.2
million, increased by 2.9 times com-
pared with the daily average value for
2016 and 2.6 times compared with
the daily average value for the first
five months of 2016. 

Liquidity trends since the begin-
ning of the year still indicate that half
of listed companies got only 4 per-
cent only of that liquidity, including
50 companies there from which got
about 0.4 percent only out of that liq-
uidity and two companies were not
traded. As for liquid companies, 15
companies of them whose market
value is equal to 1.7 percent only of
the value of listed companies got 24
percent of the Boursa liquidity.   

That means that the high liquidity
activity still deprives about half of the
listed companies from it and goes
strongly to valueless companies,
which is an unhealthy condition
which might aggravate with weak liq-
uidity if it continues. In fact it is the
main reason for the continues drop of
liquidity . 

The distribution of l iquidity
among the 4 categories of companies
in the first five months of the current
year was as follows:  

The Highest 10 percent in
Liquidity: 18 listed companies con-
tributed by 46.3 percent to Boursa
capitalization value while they took
about 54.4 percent of the Boursa liq-
uidity, including 11 big companies
which contributed by about 98.2 per-
cent of market capitalization of that
category and got about 75.9 percent
of the liquidity of that category, and 7
small companies which took 24.1 per-
cent of the liquidity of that category
whose market value did not exceed
0.9 percent only of all Boursa Kuwait

companies’ value. While some big
companies obtained high deserved
liquidity, deviation is still significant
towards small companies. 

The Highest 10 percent in Market
Value: This category contributed by
about 71.2 percent of the Boursa val-
ue and took 33.3 percent of its liquidi-
ty. However, they contained obvious
liquidity deviation in favor of 9 com-
panies which captured about 89.6
percent of the liquidity of that cate-
gory leaving approximately 10.4 per-
cent liquidity of that category for 9
other large companies. 

The Lowest 1 percent in Market
Value:  Though this category con-
tributed by 0.4 percent to the Boursa
value, it took 5.2 percent of Boursa
liquidity. 11 companies within this
category captured 97.5 percent liq-
uidity of this category, while 7 other
small companies got only 2.5 percent
liquidity of that category. That liquidi-
ty deviation in this category suggests
a very high dose of speculation on
some of its companies. This deviation
might start to decrease if the Boursa
liquidity continues to decrease in the
future. 

Liquidity of Boursa Sectors: There
are 5 active sectors in the Boursa that
contribute 86.6 percent to its value
and got 92.1 percent of liquidity sug-
gesting coordination between liquid-
ity and the weight of those sectors in
the Boursa value. But there was devi-
ation within those sectors in the
direction of liquidity. The financial
services sector obtained 26.4 percent
of Boursa liquidity, equivalent to
about 3 times of its contribution to
its value. The real estate sector got
21.5 percent of Boursa l iquidity
which equals 2.7 times its contribu-
tion to its value. The two sectors are
speculative ones. While,  the banking
sector got 24.2 percent of Boursa liq-
uidity which accounts for 50.3 per-
cent only of its contribution to its val-
ue. This means its share of liquidity is
less than half of its contribution to

alue. The remaining seven sectors,
liquid and non-liquid, all acquired liq-
uidity ratios close to  their contribu-
tion to the Boursa value. 

Comparative performance 
for markets 

May Performance was slightly tilt-
ed towards negativity. 8 markets out
of 14 achieved losses while 6
achieved gains. The resultant was 9
markets remained in the positive

zone, the same as the end of April,
leaving 5 markets in the negative
zone. 

The highest losses belonged to
Dubai market by losing -2.2 percent
in May then Abu Dhabi secondly by
losing -2.1 percent, and KSA thirdly
losing -2 percent. In general, the 7
GCC markets achieved varying losses
during the month and were the main
cause for the sample markets inclined
towards negative performance. 5

regional markets remained in the
negative zone and were losers since
the beginning of the current year;
their losses deepened in May. A main
cause for the weak performance was
the rupture of latent essential differ-
ences among GCC states during the
month that led to media war
between KSA and UAE on one hand
and Qatar on the other. During that
media war, inappropriate expressions
were used that were not supposed to
be used even between enemies. This
is a dangerous addition to the violent
geopolitical violence in the region.
Bahrain and Kuwait markets
remained in the positive zone achiev-
ing gains compared with their index-
es in the beginning of the year. 

However, they continue to con-
sume the fatty layer in their two
indexes resulting from the positive
performance in the first quarter of the
current year. 

To the opposite, 6 out of 7 mature
and emerging markets achieved
gains in May with the highest being
achieved by the British market by
adding 4.4 percent to its index con-
solidating its position in the positive
zone after it was on its edge last April.
The Indian market was the second
winner which added 4.1 percent in
one month moving its profits to 17
percent since the beginning of the
current year. It thus led the winning
markets in the past five months of the
current year. The third winner was the
Japanese market which added 2.4
percent in one month reinforcing its
presence in the positive zone by 2.8
percent gains since the beginning of
the year, though it was at the verge of
the positive zone in the end of April. 

Macro variables, mainly political,
remain more influential on the likely
markets’ performance in June. While
results of the French presidential
elections reinforced Europe’s stabili-
ty, and most of the world, despite
Europe’s sharp disagreement with
Trump’s Administration, the opposite
occurred in the GCC region. The
sharp GCC inter-conflicts fueled the
already hot geopolitical events mak-
ing stability more fragile. That was
obvious impact on the sample mar-
kets during last May. The schism con-
tinued between the positive per-
formance of mature and emerging
markets and the negative perform-
ance of almost GCC markets. It is like-
ly that the same pattern will reoccur
in June unless some dÈtente occurs
in the events of the fresh renewed
conflict. 

Boubyan Bank Q1 financial results 
Boubyan Bank announced results

of its  operations for the first quarter
of the current year which indicate
that the bank ’s profits -after tax
deductions- scored about KD 10.5
million, a rise by KD 1.4 million, or by
15.8 percent, compared with KD 9.1
million for the same period of 2016.
The rise in net profits is due to the
rise in total operating incomes by a
higher value than the rise in total
expenses. 

In details, total operating incomes
of the bank increased by about KD
4.3 million,  or by 17 percent, and
scored about KD 29.4 million vis-a-vis
KD 25.1 million for the same period
of 2016. This resulted from the rise in
net financing incomes by about KD
3.2 million and scored about KD 24.7
million compared with about KD 21.5
million. Also, item of net investment
income increased by about KD 1.2
million and scored about KD 1.8 mil-
lion compared with KD 612 thou-
sand. But item of net fees and com-
mission income decreased by KD 511
thousand and scored KD 2.6 million,
compared with KD 3.1 million. 

Total  operating expenses
increased by less value than the rise

in total operating incomes, i.e. by
about KD 1.7 million, and scored KD
12.4 million, compared with KD 10.7
million in the same period of 2016, a
rise by 15.5 percent. The rise included
all  items of operating expenses.
Percentage of total  operational
expenses to total  operational
incomes scored 42.1 percent com-
pared with 42.6 percent. Provision for
impairment increased by KD 1.1 mil-
lion and scored KD 6 million com-
pared with KD 4.9 million, a rise by
22.8 percent. But the net of profit
margin decreased to 35.9 percent of
total operational incomes, compared
with 36.3 percent in the same period
2016, due to the increase in the total
operational incomes by a higher val-
ue than the increase in net profit. 

The bank’s financial statements
indicate that total assets increased
by about KD 191.3 million, or by 5.5
percent, and scored KD 3.673 billion,
versus KD 3.482 billion in the end of
2016. While the rise in total assets
scored about KD 413 million, or by
12.7 percent, when compared with
the same period of 2016 when it
scored KD 3.260 bi l l ion.  I tem of
Is lamic f inancing to customers
increased by KD 154.4 million, or by
6.1 percent, and scored about KD
2.671 billion (72.7 percent of total
assets), compared with about KD
2.517 billion (72.3 percent of total
assets)  in the end of  2016.  I t
increased by 17.8 percent, or by KD
403.5 million, compared with KD
2.268 billion (69.6 percent of total
assets) in the same period of 2016.
Percentage of Islamic financing to
customers to total  depositors
accounts scored 85 percent com-
pared with 86.5 percent. 

Figures indicate that the Bank’s
liabilities (without calculating total
equity) increased by KD 192.8 million
and scored about KD 3.252 billion,
compared with KD 3.059 billion in
the end of 2016. If compared to total
liabilities with the same period of
last year, it would increase by about
KD 311.8 million, or by 10.6 percent,
when it  scored KD 2.940 bi l l ion.
Percentage of total liabilities to total
assets scored about 88.5 percent
compared with 90.2 percent.  

Results  of  analyzing f inancial
statements calculated on annual
basis indicate that the entire bank’s
profitability indexes rose compared
with the same period 2016. The aver-
age return on shareholders’ equities
relevant to the bank shareholders
(ROE) increased to 12.4 percent com-
pared with 11.4 percent. Likewise,
the average return on capital (ROC)
increased and scored 19 percent
compared with 17.2 percent. The
average return on assets (ROA) rose
slightly and scored 1.2 percent ver-
sus 1.1 percent. (EPS) rose to 4.7 fils
compared with 4 fils. (P/E) scored
21.8 times, improved, compared with
26.5 times as a result of an increase
in (EPS)  by about 17.2 percent
against a drop in the share price by
3.5 percent compared with 31 March
2016. (P/B) scored 2.2 times versus
2.9 times. 

Weekly Performance 
of Boursa Kuwait 

The per formance of  Boursa
Kuwait for last week was mixed com-
pared to the previous one, where the
traded volume index and the num-
ber of transactions index, showed a
decrease, while the traded value
index and the general index showed
an increase, AlShall  Index (value
weighted) closed at 383.9 points at
the closing of last Thursday, showing
an increase of about 2.7 points or
about 0.7 percent compared with its
level last week and it increased by
20.9 points or about 5.8 percent
compared with the end of 2016. 

Kuwait may post KD 5-6bn deficit for 2017/18


