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Kuwait’s real estate sales 
rise modestly in Q2 2018

KUWAIT: Real estate sales in 2Q18 rose modestly compared
to 1Q18 but were up strongly on a year ago, boosted by high-
er sales and lower prices in the investment sector. Total sales
reached KD 774 million in 2Q18, up 31 percent compared to
the same quarter in 2017, with the volume of transactions up
13 percent year-on-year (y/y). Although the market remains
soft relative to the highs of 2014-15, the improvement in
activity levels versus last year and a recent modest rebound
in residential prices are encouraging signs. The improvements
were likely helped by a better macroeconomic outlook and a
confidence boost from higher oil prices.

Investment sector 
Sales in the investment sector reached KD 347 million in

2Q18, almost double its performance of last year, supported
by a sharp rise in the volume of transactions. Prices have fall-
en significantly since 2017, with prices of buildings  and
apartments down 10 percent and 6 percent, respectively, on a
year ago. Sellers and buyers may be in the process of con-
verging  to a new lower equilibrium price, in line with lower
building valuations and high vacancy rates for apartments
(approximately 13 percent according to the Real Estate

Association). We expect prices in this sector to stabilize once
the gap between demand and supply narrows, although this
may take some time. Building prices remain in a fairly steep
negative price trajectory, while the pace of decline in apart-
ment prices sold individually appears to be slowing.

Residential sales fell 5 percent y/y in 2Q18 to KD 306 mil-
lion, driven mainly by a decline in transaction volumes.
Further, home prices have posted a small (1.1 percent y/y) yet
significant rise in the context of a trend that has been nega-
tive for a considerable period . Land prices also appeared to
be stabilizing,  with the y/y rate of decline slowing to -0.8
percent in 2Q18, possibly due to tightening supply following
the glut that reigned over the market over the past two years.

Sales in the commercial sector jumped by close to 40 per-
cent to KD 120 million in 2Q18, driven by a strong pickup in
activity, with 29 transactions compared to 13 during the same
period last year . This coincided with a pickup in commercial
licenses issued by the Ministry of Commerce and Industry.
The ministry recently eased business start-up requirements
including a reduction of the minimum capital requirement, and
has established a one-stop-shop for new company registra-
tion, reducing the time, cost and effort needed to start a busi-

ness. Sales and activity are strong relative to previous quar-
ters, and overall, prices have eased since last year to become
more in line with demand.  However, downside risk is still
present. Rising interest rates may weaken demand for hous-
ing, and persisting oversupply in the rental market is likely to

keep prices subdued. Meanwhile, home and land prices,
although recovering, may see headwinds in the near-to-medi-
um term as more areas and homes are introduced and distrib-
uted by the Public Authority for Housing Welfare. Our out-
look therefore remains conservative. 

WASHINGTON: The Federal Reserve
is expected to keep interest rates
unchanged today but solid economic
growth combined with rising inflation
are likely keep it on track for another
two hikes this year even as President
Donald Trump has ramped up criticism
of its push to raise rates.

The US central bank so far this year
has increased borrowing costs in March
and June, and investors see additional
moves in September and December.
Policymakers have raised rates seven
times since December 2015. The Fed will
announce its decision today at 2 pm
EDT (1800 GMT). No press conference
is scheduled and only minor changes are
anticipated compared with the Fed’s
June policy statement, which empha-
sized accelerating economic growth,
strong business investment and rising
inflation.

“They’ve got expectations pretty
much where they want them,” said
Michael Feroli, an economist with
JPMorgan. “They may need to finesse
how they word the language on inflation
but I think the ultimate message is
going to be the same.”

The US economy grew at its fastest
pace in nearly four years in the second
quarter as consumers boosted spending
and farmers rushed shipments of soy-
beans to China to beat retaliatory trade
tariffs, Commerce Department data
showed on Friday. 

The Fed’s preferred measure of infla-
tion increased at a 2.0 percent pace in
the second quarter, the data also
showed. Economists expect data later on
Tuesday to show prices in June were 2.0
percent higher than a year earlier,
matching the gain in May. That would

mean two straight months that inflation
has hit the Fed’s 2 percent target rate
after undershooting it for six years.

Trump criticism
Economic growth has been buoyed

by the Trump administration’s pack-
age of  tax cuts and government
spending, and Fed Chairman Jerome
Powell has said overall the economy is
in a “really good place.” The unem-
ployment rate stands at 4.0 percent,
lower than the level seen sustainable
by Fed policymakers. The central bank
is expected to continue to raise rates
through 2019 but policymakers are
keenly debating when the so-called
“neutral rate” - the sweet spot in which
monetary policy is neither expansive
nor restrictive - will be hit.

Rate setters are closely watching for
signs that inflation is accelerating and are
expecting economic growth to slow as
the fiscal stimulus fades. They also remain
wary of the potential effects of a pro-
tracted trade war between the United
States and China which could push the
cost of goods higher and hurt company
investment plans.

The Fed’s policy path will see inter-
est rates peak at much lower levels than
in previous economic cycles. Even so,
Trump, in a departure from usual prac-
tice that presidents do not comment on
Fed policy, said he was worried growth
would be hit by higher rates.
Administration officials played down the
president’s comments, saying he was
not seeking to influence the Fed. 

On the campaign trail, Trump criti-
cized Powell’s predecessor as Fed chair,
Janet Yellen, for keeping interest rates
too low. — Reuters
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CURRENCY BUY SELL
Europe

British Pound 0.390879 0.404779
Czech Korune 0.005852 0.015152
Danish Krone 0.043694 0.048594
Euro 0. 347494 0.361194
Georgian Lari 0.123179 0.123179
Hungarian 0.001013 0.001203
Norwegian Krone 0.033226 0.038426
Romanian Leu 0.059794 0.076644
Russian ruble 0.004862 0.004862
Slovakia 0.009051 0.019051
Swedish Krona 0.030587 0.035587
Swiss Franc 0.300497 0.311497

Australasia
Australian Dollar 0.216960 0.228960
New Zealand Dollar 0.200680 0.210180

America
Canadian Dollar 0.226918 0.235916
US Dollars 0.299250 0.304500
US Dollars Mint 0.299750 0.304550

Asia
Bangladesh Taka 0.003055 0.003856
Chinese Yuan 0.043106 0.046606
Hong Kong Dollar 0.036562 0.039312
Indian Rupee 0.003857 0.004629
Indonesian Rupiah 0.000017 0.000023
Japanese Yen 0.002642 0.002822
Korean Won 0.000261 0.000276
Malaysian Ringgit 0.071474 0.077474
Nepalese Rupee 0.002622 0.002962
Pakistan Rupee 0.001772 0.002542
Philippine Peso 0.005649 0.005949
Singapore Dollar 0.217341 0.227341
Sri Lankan Rupee 0.001587 0.002167

Taiwan 0.009778 0.009958
Thai Baht 0.008785 0.009335

Arab
Bahraini Dinar 0.789541 0.806041
Egyptian Pound 0.014319 0.020037
Iranian Riyal 0.000084 0.000085
Iraqi Dinar 0.000197 0.000257
Jordanian Dinar 0.423552 0.432552
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000150 0.000250
Moroccan Dirhams 0.020543 0.044543
Omani Riyal 0.781604 0.787284
Qatar Riyal 0.079033 0.083973
Saudi Riyal 0.079807 0.081107
Syrian Pound 0.001286 0.001506
Tunisian Dinar 0.109208 0.117208
Turkish Lira 0.056218 0.066518
UAE Dirhams 0.081166 0.082866
Yemeni Riyal 0.000986 0.001066

Fed set to hold rates steady, 
remains on track for more hikes

Residential sales fall 5% y/y in Q2 to KD 306 million 

BoJ revises down
inflation target 
KUWAIT: Japan’s central bank revised down
inflation forecasts yesterday, making only minor
tweaks to a monetary policy that has so far fall-
en short of lifting prices and boosting the
world’s third-largest economy. There was wide-
spread speculation in the run-up to the Bank of
Japan’s two-day meeting that it would adjust its
ultra-loose policy, seeking to offset the effects
of negative interest rates and its massive bond
and asset buying.

But the bank offered only marginal adjust-
ments, introducing some flexibility, and revised
down further its inflation forecasts through fiscal
2020. The BoJ has struggled for years to reach
the 2.0 inflation rate thought necessary to tur-
bocharge Japan’s economy, and has defended its
decision to maintain its monetary easing even as
other central banks tighten policy. At a press
conference, BoJ Governor Haruhiko Kuroda
acknowledged that the inflation goal would not
be met in the next few years, but declined to
give a new timeline.

“Like other central banks, we do not indicate
detailed schedules,” he said. “Maintaining the
momentum will lead to achieving the 2.0 percent
target as early as possible. I think that the
momentum towards the 2.0 percent is firmly
maintained.” Analysts said the bank was stand-
ing by its easing policy and the shifts were
intended to shore up the program by offsetting
negative side effects. “Despite the adjustment,
the statement indicates the Bank of Japan is still
sticking to the status quo,” said Masakazu
Satou, senior analyst at Gaiame Online.

The bank has been criticized for the conse-
quences of its policy, including concerns that its
massive purchases are skewing the bond market
and financial markets. In a nod to those concerns,
it said it would seek to keep yields on benchmark
10-year government bonds around zero percent,
but added “the yields may move upward and
downward to some extent” and said it would
“conduct purchases in a flexible manner”.

The bank also said it would shift its purchas-
es of exchange-traded funds away from the
Nikkei towards the Topix exchange, to address
concerns it is inadvertently hiking stock prices.

‘Deflation mindset’ 
The BoJ’s aggressive monetary easing has

been the key weapon in the battle against
deflat ion, but the central  bank has been
forced to regularly abandon deadlines for the
2.0 percent goal. Earlier this year, it dropped
a 2020 target for the figure, and on Tuesday it
revised down its forecasts, saying it now
expected inflation for fiscal 2018 of just 1.1
percent, rising to 1.5 percent in fiscal 2019
and 1.6 percent for fiscal 2020. Experts say
several factors are keeping prices low, includ-
ing stagnant salaries. — AFP

TOKYO: Bank of Japan governor Haruhiko
Kuroda speaks during a press conference in
Tokyo yesterday. — AFP


