
KUWAIT: Standard and Poor’s (S&P) kept
Friday Kuwait credit rating at (AA) with stable
outlook, and said it could raise rating if the Gulf
country carried out wide-scale political and
economic reforms. S&P released a report about
credit rating of the State of Kuwait regarding
rationale behind the rating. It said Kuwait econ-
omy remained dependent on oil which accounts
for 90 percent of exports and government rev-
enues, and the country was the world’s 8th
largest crude oil exporter in 2018.

The agency forecast muted economic growth
this year given recent extension of OPEC+
agreement to cut oil production, and only mod-
est non-oil growth providing ongoing geopoliti-
cal tension. OPEC+ is an agreement between
OPEC and non-OPEC countries to cut produc-
tion by over 1.2 million barrels per day (bpd) to
push prices higher. S&P said Kuwait has sub-
stantial savings of over 400 percent of Gross
Domestic Product (GDP) accumulated within
the sovereign wealth fund. It forecast Kuwait net
general government asset position to reach 430
percent of GDP by end of 2019, considered the
highest ratio of all rated sovereigns.

Kuwait government surpluses, it anticipated,
were set to continue even with lower oil prices
ahead, bolstered by investment returns on the
sovereign wealth fund assets.

It said Kuwait currency, dinar, would remain
pegged to a US dollar-dominated currency bas-
ket. The agency said the stable outlook reflected
expectation Kuwait’s public and external bal-

ance sheets would remain strong over the next
two years, primarily underpinned by sizable for-
eign assets accumulated in the country’s sover-
eign wealth fund, which would partially offset
risks related to Kuwait’s undiversified oil-depen-
dent economy.” We could raise the ratings if
wide-ranging political and economic reforms
enhanced institutional effectiveness and
improved long-term economic diversification,
although we think such a scenario is unlikely
over the forecast horizon to 2022,” it said. S&P
said it could lower Kuwait’s rating if it observed
a sustained decline in economic wealth, like due
to a fall in oil prices, materially weaker economic
growth rates or if regional geopolitical risks
escalate significantly. 

The agency said ratings on Kuwait remained
supported by high levels of accumulated fiscal
and external buffers. The ratings are constrained
by concentrated nature of the economy and rel-
atively weak institutional settings compared with
those of non-regional peers in the same rating
category. Kuwait, it noted, derived around 55
percent of GDP, more than 90 percent of
exports, and about 90 percent of fiscal receipts
from hydrocarbon products, making Kuwait’s
economy undiversified. Extension of OPEC+
agreement constrained short-term growth but
higher oil prices offset a broader impact, it said. 

The agency said Kuwait was the world’s 8th
largest crude oil producer in 2018 and the 7th
largest oil reserves. Kuwait, on a per capita
basis, is the world’s largest producer with total

proven oil reserves equivalent to about 100
years. Kuwait economic performance will remain
largely determined by oil industry trends, said
S&P. “We currently forecast headline growth at
1.5 percent in 2019,” backed by OPEC’s decision
to extend production cuts. OPEC+ agreement
was implemented in January 2019 for an initial
period of six months but has now been extended
until March 2020. S&P expected Kuwait oil
production to average about 2.7 million bpd
compared with 2.8 million bpd originally
planned and included in the government budget. 

OPEC+ agreement contributed to higher oil
prices, it said, with Brent averaging $60 pb over
the rest of 2019 and 2020 before reducing to
$55 pb, while higher oil prices would underpin
Kuwait’s larger fiscal and current account sur-
pluses through 2020. S&P expected growth
rates in Kuwait to accelerate to an average 2.5
percent over 2020-22, based on forecast OPEC
cuts would discontinue beyond March 2020.
Kuwait planned expansion of oil output capaci-
ty, a potential restart of production within
Partitioned Neutral Zone (PNZ) between Kuwait
and Saudi Arabia, as well as multiple government
investment projects would improve income. 

S&P said despite “somewhat” stronger insti-
tutional arrangements, Kuwait’s structural
reforms efforts have generally lagged those of
other regional economies in recent years. Unlike
Saudi Arabia, the UAE and Bahrain, Kuwait still
has not introduced the valued added tax
(VAT).”We understand that the government is

exploring introducing excise taxes first, although
the timeframe remains unclear and much
remains to be done in terms of capacity build-
ing,” it said.The new debt law has also faced
persistent delays and the agency no longer
expected it to be approved in 2019 with the par-
liament in recess. 

“Without the debt law, the authorities are
not able to issue new debt and have to rely on
asset drawdowns to fund deficit at the central
government level,” said S&P.It added regional
geopolitical tensions would negatively impact
Kuwait’s economy with trade routes in the
Arabian Gulf at risk especially at Strait of
Hormuz. Despite forecast of a reduction in oil
price in 2021 to $55 from $60, said S&P, Kuwait
would continue to post general government
surpluses averaging eight percent of GDP over
medium term. 

The rating agency did not expect any debt
issuance as the new debt law has not been
passed yet, thus the government would contin-
ue to rely on asset drawdowns from the General
Reserve Fund (GRF) to finance government
deficit. It expected Kuwait’s current account to
remain in surplus over the next two years, turn-
ing to only modest deficit from 2021. 

Kuwait is more flexible than the foreign
exchange regimes in most other GCC countries
that maintain a peg to the US dollar alone. This
is evident, for example, in Kuwait Central Bank’s
decision to hike key interest rate only once
compared with four US Federal Reserve hikes
last year. S&P underlined that Kuwait banking
sector remained resilient with stable profitabili-
ty and improved asset quality. Concentration in
commercial real estate segment remains a key
credit risk for banks. — KUNA
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WASHINGTON: President Donald
Trump attacked the independent US
Federal Reserve on Friday, demanding
the central bank reverse course and cut
interest rates-something it is widely
expected to do this month.

In another Twitter outburst, Trump
called on the Fed to “Correct!” its over-
reach. “We are in a World competition,
& winning big,... but it is no thanks to
the Federal Reserve,” he said. 

“Had they not acted so fast and ‘so
much,’ we would be doing even better
than we are doing right now. This is our
chance to build unparalleled wealth and
success for the US, Growth... Don’t
blow it!”

The US central  bank raised the
benchmark borrowing rate four times
last year but seems almost certain to
pull back with the first cut in a decade
at its policy meeting July 30-31. Recent
comments from Fed officials seemed to
confirm the signal that policymakers are
prepared to act to sustain US growth in
the face of a slowing global economy
and persistent trade tensions with
China.

“You don’t need to wait until things
get so bad to have a dramatic series of

rate cuts,” Fed Vice Chairman Richard
Clarida told Fox Business Network on
Thursday. That comment echoed a
statement earlier Thursday from John
Williams, the influential vice chairman
of the Fed’s policy committee, who
talked about the need to vaccinate
when rates are very low.

“When you only have so much stim-
ulus at your disposal, it pays to act
quickly to lower rates at the first sign of
economic distress,” said Williams, who
is president of the New York Federal
Reserve Bank.

Following Williams’ remarks, the
New York Fed told media outlets the
speech concerned decades of research
and was not about what the central
bank may decide at its next policy
meeting.

Trump said Friday he liked Williams
“first statement much better than his
second. His first statement is 100% cor-
rect in that the Fed ‘raised’ far too fast
& too early.” The New York Fed had no
comment on Trump’s tweets, which
were only the latest in long series of
attacks which have flaunted the recent
tradition of protecting the independ-
ence of the central bank. —AFP 

Trump attacks US  Fed,
demands interest rate cut

WASHINGTON: US President Donald Trump
said on Friday that US Treasury Secretary Steve
Mnuchin had a very good talk with his Chinese
counterpart, amid signals from China that offi-
cials could soon meet face-to-face in their bid
to end a yearlong trade war. Officials from the
world’s two largest economies spoke by phone
on Thursday, and Treasury Secretary Steven
Mnuchin said in-person talks could follow.

“Secretary Mnuchin did have a call with the
Chinese counterpart. They had a very good
talk,” Trump told reporters at the White House,
suggesting that China’s worst economic output
data in nearly three decades could propel trade
talks forward. “We’re dealing with China. ...
They’re not doing very well. They had the
worst year they’ve had in 27 years. We’re hav-
ing the best year we ever had,” he said. “Let’s
see what happens.”

Chinese data this week showed industrial
output and retail data beat expectations, but
overall figures showed the country’s econom-
ic growth slowed to 6.2 percent from a year
earlier, the weakest pace in at least 27 years.
The United States and China have been
embroiled in a tit-for-tat tariff battle since

July 2018, as Washington presses Beijing to
address what it sees as decades of unfair and
illegal trading practices.

China has countered that any deal needs to
be fair and equitable, leaving the two sides
apparently still far from an agreement to end
the back-and-forth that has roiled global supply
chains and upended financial markets. Hu Xijin,
editor in chief of China’s Global Times newspa-
per, tweeted that an in-person meeting could
soon follow Thursday’s phone call.

“Briefing of the Chinese side on phone talks
between Chinese and US trade officials shows
face-to-face consultation will not be far away. I
think we can expect that some actions may
happen, which would be seen as goodwill from
each other,” Hu said. The Global Times is not an

official mouthpiece for the Communist Party,
though its views are believed to at times repre-
sent those of its leaders.

The Chinese embassy in Washington and the
US Trade Representative’s office had no imme-
diate comment on a possible in-person meeting.
Chinese Vice Premier Liu He and Commerce
Minister Zhong Shan spoke by phone on
Thursday with Mnuchin and Trade
Representative Robert Lighthizer regarding
“further consultations, as well as the implemen-
tation of Presidential consensus reached in
Osaka,” the Chinese embassy wrote on Twitter.
Global stocks were rattled this week after Trump
on Tuesday reiterated his threat to impose fur-
ther tariffs on Chinese imports, but he did not
repeat that threat on Friday. — Reuters
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