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KUWAIT: In the beginning of the week, the US
dollar reached its lowest level since January of
2015 as a result of fresh tensions arising after
the North Korean regime decided to launch a
missile across Japan. The missile test unsur-
prisingly proved to be extremely provocative
in an already tense situation between the defi-
ant North Korea and almost everyone else. In
addition, local turmoil pressured the dollar as
tropical storm Harvey continued to hammer
Texas. Officials expect more than 450,000 peo-
ple to seek federal aid as the hurricane takes
its toll on the US economy.

Later on, the US dollar recovered slightly
against most of its counterparts as the
geopolitical anxiety sparked by North Korea’s
missile over Japan subsided.  

Finally, the US dollar resumes its drop as
the US economy added fewer employees
than estimated in August, the unemploy-
ment rate increased and wages rose less than
forecast, in a break from otherwise solid
progress in the labor market. Non-farm pay-
rolls showed an addition of only 156K new
jobs in August, worse than consensus esti-
mates pointing to a reading of 180K.
Moreover, the unemployment rate ticked
higher to 4.4 percent above market expecta-
tions of 4.3 percent. Meanwhile, the major
disappointment came from wage growth
numbers, with average hourly earnings com-
ing in to show a tepid 0.1 percent month on
month increase in August and held the year
on year rate at 2.5 percent.

On the equities front, major indexes in the
US extended their gains as the inflation data
dampened the expectations for another rate
hike in 2017 and Treasury Secretary Steven
Mnuchin’s remarks revived the hopes of a tax
reform. Following US President Trump’s tax-
reform speech on Thursday, Treasury Secretary
Mnuchin said that the House and the Senate
were now circulating the tax reform among its
members and they were hoping to get a tax
plan by the end of 2017 with the aim of lower-
ing the corporate tax rate down to 15 percent.
On the currency front, the dollar index opened
the week at 92.375 and managed to reach a
low of 91.621 before increasing to a high of
93.347 on Thursday supported by good eco-
nomic figures and managed to close the week
at 92.814. The Euro opened the week at 1.1924
and managed to reach a new two-and-a-half
year high against the US dollar, as the single
currency hit a high of 1.2069 during trading on
Tuesday. One economist, Martin van Vliet,
commented on the Euro’s surge saying that “I
think the fact that Draghi refrained from talk-
ing about the Euro at Jackson Hole, opened
the door for the market to test the level and
the risk-off mood overnight gave it the final
push”. The currency closed the week at 1.1860.

The Sterling Pound opened the week at
1.2900. The cable rallied to a high of 1.2995
after positive UK manufacturing PMI and big

disappointment US jobs data. The pair closed
the week at 1.2950

The Japanese Yen opened the week at
109.25 and reached a low of 108.25 against
US dollar as Japanese consumer has recov-
ered in recent months, and this is clearly
helping to support the economy. Meanwhile,
the Yen has traded on a mix of political dys-
function and risk appetite, the currency man-
aged to close the week at 110.23. In the
Commodities side, Hurricane Harvey wreaked
havoc along the Gulf of Mexico coastline.
Human casualties, economic losses, and out-
right chaos were left behind Harvey’s trail.
The hurricane dealt a major blow to oil pro-
duction in Texas and the Gulf of Mexico, sus-
pending a quarter of all US refineries and
causing demand for crude to fall. As result,
US crude oil prices are on track to post the
steepest monthly losses in more than a year
while gasoline prices have rocketed as a
result of fuel shortages. The storm continues
to pound the coast, causing widespread
damage as it unloads a record amount of
rain. On the other hand, gold prices rose last
week to its highest level since November
building on the renewed risk aversion. Gold
gained as simmering tensions over the
Korean peninsula fuelled safe haven demand.
The Gold managed to reach a high of $
1328.82 and closed the week at $1324.65.

US goods trade deficit widened
US goods trade deficit rose in July as

exports dropped, suggesting that trade
would make a modest contribution to eco-
nomic growth in the third quarter. The goods
trade gap increased 1.7 percent to $65.1 bil-
lion in the previous month. Exports fell 1.3
percent, weighed down by an 8.0 percent
tumble in shipments of motor vehicles. There
were also drops in exports of consumer goods
last month. Capital goods exports increased
1.5 percent. Imports declined 0.3 percent,
reflecting a 2.8 percent drop in motor vehicle
imports as well as a 1.7 percent decline in
industrial supplies. Capital goods imports rose
2.0 percent last months and imports of con-
sumer goods dipped 0.1 percent.

US consumer confidence 
US consumer confidence climbed above

market expectations, the index increased in
August following a moderate improvement
in July. The index came at 122.9 up from
120.0 in the previous month. Consumers’
more buoyant assessment of present-day
conditions was the primary driver of the
boost in confidence.  In August, consumers
said jobs were even more “plentiful” than last
month’s report, up to 35.4 percent from 33.2
percent, while also saying jobs were not as
“hard to get.” Consumers found the current
environment to be improving. The
Conference Board reported those saying

business conditions are “good” increased to
34.5 percent from 32.5 percent in the previ-
ous month, while the number who assessed
business conditions to be “bad” was slightly
lower to 13.1 percent from 13.5 percent.

US GDP expansion 
According to the second estimate, US GDP

increased at an annualized rate of 3.0 percent
for the second quarter of 2017. This was an
increase from the first estimate of 2.6 percent
and above the market expectations of 2.7
percent while the economy expanded at the
fastest pace since the first quarter of 2015.
There was an upward revision to personal
consumption expenditure growth to 3.3 per-
cent from 2.8 percent previously. Investment
made a positive contribution to the quarter
with strong growth in non-residential capital
spending. There was also a slightly larger net
positive contribution from trade for the quar-
ter. Although there was growth in federal
government spending, primarily due to
increase defense spending, there was a small
negative impact from the government sector
as a whole. There were no changes in the
inflation estimates with the core PCE price
index reported at 0.9 percent.

US unemployment claims 
The number of Americans filing for unem-

ployment benefits increased slightly last
week, pointing to sustained labor market
strength that should continue to support the
economy. Initial claims for state unemploy-
ment benefits rose by 1,000 to a seasonally
adjusted 236,000 for the week ended August
26. The 4-week moving average was 236,750,
a decrease of 1,250 from the previous week’s
revised average.

US pending home sales 
Pending homes sales fell in July for the

fourth time in five months as only the West
saw an increase in contract activity, according
to the National Association of Realtors.  The
Pending Home Sales Index decreased 0.8 per-
cent to 109.1 in July from a downwardly
revised 110.0 in June. After last month’s
decline, the index is now 1.3 percent below a
year ago and has fallen on an annual basis in
three of the past four months.

Europe & UK
Euro area annual inflation came at 1.5 per-

cent in August 2017, up from 1.3 percent in
the previous month, according to a flash esti-
mate from Eurostat, the statistical office of
the European Union. Eurostat anticipates that
energy would be the main driver of inflation
as energy prices are expected to increase by
4.0 percent in August, almost twice July’s lev-
el of 2.2 percent. The remaining major com-
ponents including services, food, and non-
industrial goods are estimated to have held
steady at 1.6 percent, 1.4 percent, and 0.5
percent respectively. Core CPI Flash Estimate,
which excludes food and energy items,
matched forecasts, standing flat at 1.3 per-
cent year on year.

In another report, Eurostat posted read-
ings on Eurozone unemployment rate for the
month of August. The numbers indicated that
unemployment rate was in line with expecta-
tions at July’s reading of 9.1 percent, which is
the lowest rate reported since June 2009
when it was at 9.3 percent.

UK house price growth 
UK house prices dropped this month, drag-

ging down the annual growth rate, in further
evidence of a cooling market. The average
price of a home fell 0.1 percent between July
and August to £210,495, according to
Nationwide, Britain’s biggest building society.
Prices increased in July and June but
decreased between March and May, the first
time this had happened since the financial cri-
sis. The latest monthly price drop took the
annual growth rate back down to 2.1 percent,
a level last seen in May, which was the lowest
rate in four years, from 2.9 percent in July.
Household finances are under pressure, with
the cost of living rising gradually as the weak
pound bites, and wage growth stagnating.

UK manufacturing PMI 
Manufacturing activity in the UK unex-

pectedly increased in August, hitting a four-
month high and bolstering optimism over
the British economy. UK manufacturing PMI
came out at 56.9 in August, much stronger
than expectations of 55.0. On the index, a
reading above 50.0 indicates industry expan-
sion, below indicates contraction. IHS Markit

highlighted that the improvement was due
to a strengthening of new order inflows and
that a broad-based expansion was seen
across all product categories. The research
group also added that input price inflation
accelerated for the first time in seven months.

Japan household spending 
Japan’s household spending surprisingly

dropped in July though the labor market
continued to strengthen, offering some hope
wage gains will soon accelerate and help the
world’s third-biggest economy overcome a
decades-long battle with deflation.
Household spending fell 0.2 percent in July
from a year earlier after hitting a two-year
high in June, government data showed on
Tuesday, confounding market expectations
for a 0.7 percent increase. The unemploy-
ment rate was flat at 2.8 percent in July and
1.52 jobs were available per applicant, the
highest since 1974, separate data showed, a
sign the economy continued to enjoy what
many analysts consider as near full employ-
ment. Finally, Japan’s economy expanded at
the fastest pace in more than two years in the
second quarter as consumer and company
spending picked up. But price and wage
growth remain stubbornly weak with firms
still wary of passing on profits to employees,
raising doubts over whether the second-
quarter’s bounce can be sustained.

Japan retail sales 
Japan’s retail sector strengthened in July

for a ninth straight month, adding further evi-
dence that consumer spending is gradually
recovering. Retail sales rose at an annualized
1.9 percent in July, following a revised 2.2 per-
cent gain the previous month. The increase
was well above the market expectations,
which called for an increase of 1.0 percent. 

China manufacturing PMI 
China’s manufacturing sector continued in

expansion territory in August, supported by
the strongest increase in new business for
just over three years. Firmer foreign demand
was a key driver of new order growth, with
export sales rising to the greatest extent in
over seven years in August. As a result, com-
panies expanded their production schedules
and buying activity, while business confi-
dence rose to its highest for five months. The
Index came at 51.6 in August, up from 51.1 in
July to signal an improvement in overall
operating conditions. The health of China’s
manufacturing sector has now strengthened
in each of the past three months, with the lat-
est upturn the strongest since February.

Kuwait
Kuwaiti dinar at 0.30135
The USDKWD opened at 0.30135 on

Wednesday. 

Political drama at the heart of markets
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By the end of August 2017, the 5th month of the current
fiscal year 2017/2018 ended and the average Kuwaiti
oil price for most of August scored $48.5 per barrel, up

by $2.6 per barrel, 5.7 percent, from July’s average price of
$45.9 per barrel. It is also higher by $3.5 per barrel, 7.8 per-
cent, than the new budget hypothetical price of $45 per bar-
rel. The last fiscal year 2016/2017 which ended on March 31,
2017 scored an average price for Kuwaiti oil by $44.7 per bar-
rel. The average price of oil for August 2017 is 8.5 percent
higher than the barrel average price for the past fiscal year
but it is lower by $-22.5 per barrel than the parity price for the
current budget at $71 per barrel, according to the Ministry of
Finance estimates after deducting the 10 percent for the
Future Generations Fund. 

According to the monthly follow up report of the State’s
Financial Administration Accounts -July 2017/2018- issued by
Ministry of Finance, Kuwait has received about KD 4.335 billion
in actual oil revenues until the end of July. Therefore, Kuwait
would achieve oil revenues in the amount of KD 12 billion for
the entire  current fiscal year, which is higher by  KD 0.3 billion
than the estimated amount of oil revenues for the budget at
KD 11.7 billion. Adding KD 1.6 billion in non-oil revenues, pro-
jected budget revenues would score KD 13.6 billion for the cur-
rent fiscal year. Comparing this figure with KD 19.9 billion for
expenditures allocations, it is likely that the budget for
2017/2018 would face hypothetical deficit by KD 6-6.5 billion. If
we assume saving by 6.3 percent in public expenditures, like
last fiscal year, actual expenditures would drop to KD 18.6 bil-
lion, which is mere estimate, the public budget then would
face a KD 5 billion deficit. 

Population and labor force  
According to the latest demographics and labor force sta-

tistics issued by the Public Authority for Civil Information
(PACI), Kuwait’s total population has scored approximately
4.438 million in the end of June 2017. This means the popula-
tion increased in half a year by 0.6 percent (1.2 percent annu-
al growth). The total population increased positively by 4.1
percent in 2016 versus 3.6 percent, 3.2 percent, and 3.7 per-
cent in the years of 2015, 2014, and 2013 respectively. The
absolute increase of population in half a year scored about
26.5 thousand (172.1 thousand for 2016). Kuwaitis increased
by 14.3 thousand during the first half of 2017, 1.1 percent
growth rate (2.2 percent on annual basis), bringing their total
to 1.352 million. As such, Kuwaitis percentage out of the total
population increased from 30.3 percent in the end of 2016 to
about 30.5 percent according to the latest figures. 

Kuwaiti females whose number is 689 thousand outnum-
ber the 662.9 thousand males. On the other hand, the number
of non-Kuwaitis increased by about 12.2 thousand, a 0.4 per-
cent growth rate, the lowest growth rate since 2010, bringing
their total to 3.086 million with an annual compound growth
rate of 2.9 percent during the years June/2007 - June/2017. 

Total number of workers in Kuwait scored approximately
2.733 million workers, or about 61.6 percent of the total pop-
ulation. This percentage scored 33.2 percent for Kuwaitis of
the total Kuwaiti population. But the non-Kuwaiti workers’
percentage out of non-Kuwaiti population amounted to 74
percent. The Kuwaiti labor force percentage, out of total num-
ber of workers in Kuwait, dropped from 16.5 percent in
December 2016 to 16.4 percent in June 2017. Proportion of
female workers in the total Kuwaiti workforce rose to approxi-

mately 48.4 percent in the 1st half of 2017 (48.3 percent in
the end of 2016). This percentage formed 25.7 percent out of
the total labor force in Kuwait. Number of Kuwaiti workers
increased by 2.1 thousand workers bringing their number to
about 449.2 thousand workers in the 1st half of 2017 up from
447.1 thousand workers in the end of 2016. About 345.1
thousand of them are employed in the government (76.8 per-
cent of total Kuwaiti workers). About 575 jobs were made for
Kuwaitis outside the public sector, a growth rate by 0.6 per-
cent (1.2 percent on annual basis). It is believed that Kuwaiti’s
unveiled unemployment rate dropped to about 14.3 thou-
sand workers, 3.2 percent of total Kuwaiti workers on
30/6/2017 versus 3.3 percent in the end of 2016. Total work-
ers (Kuwaiti and non-Kuwaiti) in the government sector
scored about 489.7 thousand workers, about 11 percent, of
the total population.  Kuwaitis percentage-of the govern-
ment labor force- formed 70.5 percent. 

Performance of Boursa Kuwait 
Boursa Kuwait performance during August was more

active compared with July 2017, where all indexes showed an
increase in liquidity and number of transactions. The value of
general index (AlShall) rose and so did the three Boursa
indexes. Market capitalization value of listed companies -
investors’ wealth in it- rose in eight months by KD 3.7 billion.
Boursa’s liquidity in August 2017 scored KD 320.4 million vis-
‡-vis KD 300.5 million in July 2017, it increased by 6.6 percent.
Average daily trading value for August scored about KD 14.6
million, rose by 6.6 percent from July and it rose by 121 per-
cent if compared with August 2016. Number of listed compa-
nies decreased from 161 companies to 160 (Kuwait Building
Materials Manufacturing Co withdrew its listing). 

Boursa liquidity in eight months (167 working days) scored
KD 4.295 billion, average daily trading value scored KD 25.566
million, rose by 2.2 times compared with the average daily
trading value for 2016 and about 2.3 times if compared with
the average daily trading value for the first eight months of
2016. Liquidity trends since the beginning of the year still indi-
cate that half of the listed companies got only 4.1 percent of
that liquidity, including 50 companies there from which got
about 0.5 percent only out of that liquidity and one company
was not traded. As for liquid companies, 15 of them whose
market capitalization value is equal to 1.8 percent only of the

capitalization value of all listed companies got 21.5 percent of
the Boursa liquidity. Liquidity distribution among the 4 cate-
gories of companies in the first eight months of the current
year was as follows:  

The Highest 10 percent in Liquidity: 18 listed companies
contributed by 48.9 percent to Boursa market capitalization
while they captured about 57.4 percent of the Boursa liquidi-
ty, including 11 large companies which contributed by about
48.1 percent of the market capitalization of all companies in
the market, took about 80.1 percent of the liquidity of that
category, 7 small companies, which took 19.9 percent of the
liquidity of that category, while their market capitalization
was about 0.8 percent only of all Boursa companies value.
While some large companies obtained high deserved liquidi-
ty, deviation is still significant towards small companies. 

The Highest 10 percent in Market Capitalization: That cate-
gory contributed by about 72.1 percent of the Boursa capital-
ization and took 38.1 percent of the Boursa liquidity.
However, there was obvious liquidity deviation in favor of 9
companies, which captured about 90.5 percent of the liquidi-
ty of that category leaving approximately 9.5 percent of that
category, liquidity for 9 other large companies.  The Lowest
10 percent in Market Capitalization: That category con-
tributed by 0.3 percent to the Boursa capitalization, but it

took 4.8 percent of the Boursa liquidity. 13 companies within
this category captured 97.3 percent liquidity of this category,
while 5 other small companies got only 2.7 percent of that
category’s liquidity. That liquidity deviation in this category
suggests a very high dose of speculation on some of its com-
panies. This deviation may begin to recede with the weak liq-
uidity but it revives appearance whenever liquidity revives. 

Liquidity of Boursa Sectors: There are 5 active sectors in
the Boursa that contribute 87.9 percent to its capitalization.
It acquired 92.3 percent of liquidity suggesting consistence
between liquidity and the weight of those sectors in the
Boursa capitalization. But there was deviation within those
sectors in the trend of liquidity. The banking sector got 26.5
percent of Boursa liquidity which accounts for 49.2 percent
only of its contribution to its capitalization value. This means
its share of liquidity is less than half of its contribution to its
capitalization value. The financial services sector got 25.2
percent of Boursa liquidity, which equals 2.9 times its contri-
bution to its capitalization value. While the real estate sector
got 19.3 percent of Boursa liquidity which equals 2.6 times
its contribution to its value, and both sectors are speculative
ones. The remaining 7 sectors, liquid and non-liquid,
acquired liquidity ratios close to their contribution to the
Boursa capitalization.

Kuwait may project KD 6-6.5bn 
budget deficit for 2017/18 


