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KUWAIT: Credit was weaker than expected in October,
though growth rose to 4.6 percent y/y on base effects.
The month saw total credit contract by KD 220 million.
While some of that was from the usual start-of-quarter
drop in securities lending, there was additional weak-
ness in some business sectors. Nonetheless, year-on-
year (y/y) growth improved as the impact of last year’s
Americana-related repayments faded. Private deposits
saw a decline on the heels
of two strong months.

Household lending was
the exception, seeing
healthy gains in October.
Growth improved slightly to
7.5 percent y/y.  Personal
facilities excluding securi-
ties lending added a net KD
102 million during the
month, a figure comparable
to levels seen in the months
before 2016 and well above
the KD 72 million average
recorded thus far in 2017. 

Business credit (excluding nonbanks) dropped by KD
322 million on the regular start-of-quarter drop in lend-
ing for the purchase of securities as well as weakness in
some business sectors. Securities lending fell by KD 213
million. Outside that, there were relatively large declines
in “other sectors” (-KD 88 million) and construction (-
KD 59 million). These were partly offset by gains in
industry (+KD 24 million) and trade (+KD 15 million).

Lending to “productive” business sectors was weak,
though growth remained relatively robust at 5.7 percent
y/y. Productive credit, which excludes real estate and
financial sector lending, dropped by KD 112 million dur-
ing the month. The fading of the large Americana-relat-
ed settlements made in October 2016 helped boost
growth. Still, growth has been weaker in the last few
months following a stronger first half of the year.

Private deposits were off
in October following two
months of relatively strong
gains. Deposits fell by KD
263 million largely on
declines in KD time (-KD
142 million) and foreign
currency deposits (-KD 151
million). Money supply
(M2) growth slipped slight-
ly to 1.9 percent y/y.
Government deposits also
declined, losing KD 167
million, as growth slowed to

2.4 percent y/y. The banking system’s liquid reserves, or
“excess liquidity”, edged higher in October to 7.0 per-
cent of bank assets. Bank reserves (cash, deposits with
the CBK, and CBK bonds) increased by KD 200 million
to KD 4.4 billion. This coincided with the absence of
public debt issuance in October. As such, the amount of
outstanding domestic public debt instruments (PDIs)
dropped to KD 4.77 billion, or an estimated 12 percent
of GDP. Domestic interest rates in October were little

changed from September. The 3-month interbank rate
edged up 3 basis points to settle at 1.79 percent, though
rates have moved higher since. Customer deposit rates
were unchanged on the month.

More recently, the Central Bank of Kuwait (CBK)
kept the discount rate unchanged following the US Fed’s
much-anticipated rate hike on 13 December. This was
the second time the CBK holds off hiking its key rate
during the current Fed cycle of rising rates; it did so also

in June 2017. However, the CBK again indicated it might
continue to take steps to push bank deposit rates higher
while keeping bank lending rates unchanged. The CBK
explained that, in keeping the discount rate at 2.75 per-
cent, it sought to avoid stifling non-oil growth while
continuing to take further action to maintain the dinar’s
attractiveness. In this vain, the CBK increased its
coupon rate on 3-month bills issued on 19 December by
25 bps to 2 percent. 

Kuwait’s credit growth weak in 
October; remains at 4.6% y-o-y 
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KUWAIT: Boursa Kuwait ended last week with
mixed performance. The Price Index closed at
6,408.01 points, down by 0.09 percent from the
week before closing, the Weighted Index
increased by 0.16 percent after closing at 401.42
points, whereas the KSX-15 Index closed at
914.87 points up by 0.25 percent. Furthermore,
the week’s average daily turnover decreased by
19.45 percent, compared to the preceding week,
reaching KD 7.94 million, whereas trading vol-
ume average was 59.91 million shares, recording
a decrease of 7.14 percent.

The Weighted and KSX-15 indices were able
to record limited weekly growth due to the ran-
dom purchasing operations executed on the
leading and heavy stocks, while the Price Index
went against the current and ended the week’s
trading with limited loss affected by the profit
collection operations that were present during
most of the daily sessions of the week, and con-
centrated on the small-cap stocks, especially the
ones that recorded different increases during the
previous weeks.  The Boursa witnessed such
performance amid a drop in the trading indica-
tors compared to the previous week, whereas
the total trading value decreased by 19.45 per-
cent reaching KD 39.72 million, and the total
traded volume reached by the end of the week
around 299.55 million share, down by 7.14 per-
cent compared to the previous week.

In addition, the three market indices initiated
the first session of the week with mixed decreas-
es, especially the Price Index which dropped by
more than 1 percent due to the selling pressures
and speculations that concentrated on the small-
cap stocks, while the leading stocks witnessed
selling for profit operations, which pushed the
Weighted and KSX-15 indices to record some
losses.  On the next session, the three Boursa
indices witnessed mixed closings, as the Price
Index was able to realize some increase support-
ed by the last minutes trading activity which wit-
nessed random purchasing operations on a limit-
ed number of stocks, while the Weighted and
KSX-15 indices continued recording losses for
the second consecutive session, affected by the
continued profit collection operations that
included some heavy stocks. 

On the mid-week session, the market indices
continued its fluctuation, whereas the Price and
Weighted indices were able to realize increases
as a result to the limited purchasing operations
on some small and mid-cap stocks, while KSX-
15 dropped slightly due to the continued profit
collection operations on some operational
stocks.  Such performance came amid a notice-
able growth in trading activity on both levels the
cash liquidity or the traded volume, whereas the
trading value increased by 46 percent and the
volume grew by 46.68 percent.

Moreover, the Boursa indices were able to
return to meet in the green zone on Wednesday’s
session, in light of the purchasing operations on
both the leading and small-cap stocks, amid a
decreased cash liquidity levels to reach around
KD 8 million, after it recorded a drop of 14 per-
cent approximately.  On the end of week session,
the Boursa continued recording grouped gains

for its three indices for the second consecutive
session, amid a noticeable growth in the trading
levels, as the value broke the K.D. 10 million level,
after recording an increase of 41.73 percent,
while the volume grew by 80.33 percent after it
reached 90.19 million share.

By the end of the week, the Boursa recorded
market losses of about KD 20 million, as the mar-
ket cap for the total listed stocks in the Regular
Market by the end of last week reached KD
26.94 billion down by 0.07 percent from its value
at the previous week, where it was then KD
26.96 billion.  (Note: The market cap for the list-
ed companies in the Regular Market is calculated
based on the average number of outstanding
shares as per the latest available official financial
statements). 

For the annual performance, the Price Index
ended last week recording 11.48 percent annual
gain compared to its closing in 2016, while the
Weighted Index increased by 5.61 percent, and
the KSX-15 recorded 3.37 percent growth.

Sectors’ indices
Six of Boursa Kuwait’s sectors ended last

week in the green zone, five recorded declines,
whereas the Health Care sector’s index closed
with no change from the week before. Last
week’s highest gainer was the Insurance sector,
achieving 7.01 percent growth rate as its index
closed at 1,106.03 points. Whereas, in the second
place, the Real Estate sector’s index closed at

933.11 points recording 3.87 percent increase.
The Telecommunications sector came in third as
its index achieved 2.77 percent growth, ending
the week at 558.38 points. 

On the other hand, the Technology sector
headed the losers list as its index declined by
4.93 percent to end the week’s activity at 478.55
points. The Industrial sector was second on the
losers’ list, which index declined by 4.16 percent,
closing at 1,839.39 points, followed by the
Consumer Services sector, as its index closed at
901.13 points at a loss 3.12 percent.

Sectors’ activity
The Financial Services sector dominated a

total trade volume of around 90.64 million shares
changing hands during last week, representing
30.26 percent of the total market trading volume.
The Banks sector was second in terms of trading
volume as the sector’s traded shares were 29.27
percent of last week’s total trading volume, with
a total of around 87.67 million shares. 

On the other hand, the Banks sector’s stocks
were the highest traded in terms of value; with a
turnover of around KD 16.10 million or 40.52
percent of last week’s total market trading value.
The Telecommunications sector took the second
place as the sector’s last week turnover was
approx. KD 6.91 million representing 17.39 per-
cent of the total market trading value. —
Prepared by Studies & Research Department -
Bayan Investment Co.   

Boursa Kuwait closes year on 
lackluster note; indices mixed

Can US stocks
in 2018 repeat
the huge
gains of 2017?
NEW YORK: After a banner year
for US stocks, that saw the Dow hit-
ting repeated records, Wall Street
strategists predicted 2018 would
see more moderate gains and
increased volatility as markets
retreated in the final session of 2017
on Friday.  A late sell-off pushed the
market into the red amid declines in
Apple, Amazon and some other
high-flyers, but the decline didn’t
put much of a dent in a year of
records and soaring valuations.

Analysts expect many of the
positive conditions that boosted
equities in 2017 to persist in 2018,
including robust earnings growth
thanks in part to US tax cut signed
into law by President Donald
Trump and solid conditions in
many overseas economies.

However, on the downside, they
see little chance of a repeat of the
extraordinarily low volatility seen
in 2017, which led to exceptionally
few pullbacks in US stocks.

“2018 should be a good year,
but not a great year and it might
require a little intestinal fortitude,”
said Sam Stovall, chief investment
strategist at CFRA Research. “We
will get more volatility for less
return.”

And Matthew Miskin, market
strategist at John Hancock
Investments, said, “We see more
modest returns in 2018 because it’s
already priced in.” 

“Investors will want to prepare
for greater volatility.” The Dow
Jones Industrial Average jumped
25 percent in the year, ending
Friday’s session at 24,719.22 after
scoring 71 new records, the most
since the index’ creation in 1896.
The S&P 500 rose 19.4 percent to
close 2017 at 2,673.61, while the
tech-rich Nasdaq Composite
Index surged 28.2 percent to
6,903.39, after briefly crossing
7,000 for the first time earlier in
December. 

Other leading bourses also
enjoyed rich gains, including in
Europe and especially Asia, where
Hong Kong jumped more than a
third and Tokyo pushed nearly 20
percent higher, propelled by
strengthening economic conditions
in Asia and positive momentum
from US markets.

Like a ‘vintage wine’ 
Wall Street’s performance

marks the latest sign of gathering
strength in the world’s biggest
economy after the 2008 financial
crisis pushed the country into the
“Great Recession.” US unemploy-
ment hit a 17-year low in
November and other key data
points on retail sales and gross
domestic product have also
improved. The “bull  market”-
defined as the period in which
stocks have avoided a 20 percent
drop-has now lasted 106 months.
That’s the second longest in histo-
ry, said Howard Silverblatt, senior
index analyst at S&P Dow Jones
Indices.

The bull market “now appears
to be a vintage wine, with the
question being should we pop-
the-cork or will income tax recork
the bottle for a new life?”
Silverblatt said in a note earlier
this month.

Trump’s tax cut has indeed lift-
ed optimism about corporate earn-
ings, prompting many analysts to
boost their forecasts for business
profits and US growth. 

Wells Fargo Advisors this week
predicted the tax bill could extend
the US economic growth cycle “by
a couple of years more,” propelling
some sectors, such as industrials.

Concerns include a possible
hastening of Federal  Reserve
interest rate increases if inflation,
which has been modest, acceler-
ates amid higher growth in the
wake of the tax cuts.

“Inflation is kind of the one lin-
gering doubt out  there,”  said
Shawn Cruz, senior specialist in
trading at TD Ameritrade, who
expects comment from new Fed
chief Jerome Powell and other
new additions to the policy-set-
t ing Federal  Open Market
Committee to be scrut in ized
closely by markets.

Other worries cited by analysts
include a worsening of economic
conditions in China and North
Korean nuclear aggression.
Concerns about a trade war have
moderated somewhat compared
with Trump’s initial emergence and
harsh talk of “America first” policy.
But analysts said negotiations to
recraft the North American Free
Trade Agreement and ongoing
frictions between Beij ing and
Washington must be monitored.

The gains of the last year mean
many investors will adjust their
portfolios.  Cruz expects most
investors to stay in stocks, but to
reallocate some funds from market
leaders like technology to under-
performing sectors, such as ener-
gy.  US oil prices closed the year
above $60 a barrel for the first
time in two and a half years, the
latest increase that could attract
more cash to petroleum-linked
stocks. — AFP 


