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Kuwait’s current account surplus in 
2019 reaches highest level since 2014
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KUWAIT: Kuwait’s current account registered a
surplus of KD 6.7 billion, or 16 percent of GDP in
2019, the highest in the last five years, according to
the Central Bank of Kuwait (CBK), compared to a
surplus of KD 6.0 billion in 2018. This was despite the
decline in the average price of Kuwait Export Crude
in 2019 by 6.7 percent to $64.3/bbl. A narrowing of
the services deficit by KD 2.3 billion to KD 5.1 billion
was an important factor that boosted the current
account surplus . On the other side, the financial
account showed an increase in net outflows to the
rest of the world to KD 7.4 billion as portfolio invest-
ments in equities abroad increased significantly.

Smaller services deficit 
A combination of lower oil prices and a fall oil

production of 1.9 percent to around 2.68 mb/d (due
to OPEC+ policy) generated a decline in oil exports
of 9.7 percent. However, oil exports still constituted
around 91 percent of total goods exports. Meanwhile,
a decline in imports of 4.8 percent helped partially
offset this fall, reflecting sluggish economic activity in
recent years. Imports of electrical machinery and

equipment as well as machinery and mechanical
appliances, which decreased by 11.4 percent and
17.4 percent, respectively, were the main driver of
the fall in imports. Moreover, services balance main
components showed that the decline in the con-
struction services as well as outbound tourism deb-
its by KD 1.5 billion and KD 0.3 billion, respectively,
was the main reason for lowering the services
account deficit in 2019.

The primary income balance, which records the
net income of capital and labor, witnessed an
increase in its surplus as investment returns from
Kuwait’s investment abroad rose by KD 0.4 billion to
KD 5.9 billion. Income on direct investments made up
KD 0.2 billion of this increase. Similarly, portfolio
investment income (dividends and interest on traded
financial instruments) increased by around KD 0.1
billion to KD 3.3 billion. On the other hand, foreign
direct investments in Kuwait generated a return of
around KD 0.7 billion, slightly up compared to 2018.
This was driven by a rise in direct investment income
of KD 0.1 billion.

The secondary income deficit, which measures
transfers (mainly foreign aid and workers’ remit-
tances), widened KD 0.3 billion to KD 4.8 billion in
2019. This rise in outflows can be attributed to a for-
eign aid increase of KD 0.2 billion, while remittances
remained relatively stable, increasing by 3.7 percent
in 2019.

A rise in financial account net outflows 
The financial account of the balance of payments,

which measures changes in residents and non-resi-
dents’ net overseas assets holdings, witnessed a net

outflow of KD 7.4 billion in 2019 compared with a
smaller outflow of KD 6.6 billion in the previous year.
The rise in outflows was influenced by a significant
increase of portfolio investments in equities abroad. 

Portfolio equity investments registered a net out-
flow of KD 10.5 billion compared with a much smaller
outflow of KD 1.7 billion in 2018. In contrast, portfolio
debt investments abroad reversed its trend from
decreasing by KD 2.2 billion in 2018 to increasing at
KD 2.6 billion in 2019. These came amid the strong
performance of international equity and debt markets,
the Aramco IPO, and the positive performance of
GCC stock markets. On the other hand, direct
Investments registered a net inflow of KD 0.8 billion
as equity investments abroad declined by KD 0.7 bil-
lion, reversing its trend for the first time since 2014. 

Furthermore, the announcements of upgrades of
Boursa Kuwait to Emerging Market status by FTSE,
S&P, and MSCI triggered a decline in assets held by
residents abroad (the government and the private
sector) by KD 4.4 billion, while banking system
deposits abroad increased by KD 2.0 billion.
Moreover, liabilities to non-residents increased by
KD 3.8 billion due to the rise of non-resident
deposits at local banks by KD 1.6 billion as well as
the increase in the private sector loans extended from
non-resident entities by KD 1.7 billion. 

Reserve assets rise further
The CBK’s gross international reserves rose by

KD 0.8 billion to KD 12.1 billion (29.2 percent of GDP,
around 8.7 months of imports, and 32 percent of
broad money (M2)) at the end of 2019 (Chart 4).
These reserves are complimented by the large
buffers held by the Kuwait Investment Authority, that
are estimated at least 400 percent of GDP, providing
monetary policy with an effective and clear nominal
anchor as well as a degree of exchange rate flexibility
given the dinar’s peg to a basket of currencies. 

Moreover, the nominal effective exchange rate for
the Kuwaiti dinar versus key trading partners appreci-
ated in 2019 by 2.4 percent compared with a slight

appreciation of 0.1 percent in the previous year. These
movements came as a result of the appreciation of the
US dollar against major currencies in 2019.
Inflationary pressures in Kuwait remained relatively
low at 1.1 percent versus 1.9 percent for its trading
counterparts. Accordingly, the real effective exchange
rate appreciated by 1.6 percent in 2019 compared
with a depreciation of 2.1 percent in the previous year.

Looking forward
Despite the sizable current account surplus and

adequacy of foreign assets registered in 2019, the
government should continue to focus on saving for
future generations adequately to ensure the sustain-
ability of Kuwait’s long-term external position. Lower
oil prices in the medium term are expected to
decrease oil exports and narrow current account sur-
pluses (a deficit is expected this year), reducing or
reversing the rate of accumulation of foreign reserves
and reducing somewhat the buffer against any exter-
nal shocks. One way to address this is to focus on
increasing the role of the private sector in the econo-
my through expediting the implementation of Kuwait
vision 2035, which will help the non-oil economy in
increasing its share in GDP and total exports.
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CA surplus rose to KD 6.7 billion in 2019 due to smaller services deficit

NBK re-opens 17 
new branches to 
serve its customers 
KUWAIT: National Bank of Kuwait strives to meet its
customers’ needs while adhering to the instructions of
concerned health authorities regarding safety stan-
dards and social distancing rules to ensure the safety of
both customers and employees. In this context, NBK
has re-opened 17 additional branches, bringing the
total number of operating branches as of today
(Sunday 12th July) to 52 branches serving customers
from 8:30 am to 1:00 pm in line with the instructions of
health and regulatory authorities.

NBK abides by safety
measures, including check-
ing customers’ temperature
before entering the branch,
asking them to wear med-
ical masks and gloves, and
implementing social dis-
tancing rules to protect
both customers and
employees.  And in order to
cater to the needs of cus-
tomers from all segments,
NBK has assigned branch-
es to serve individuals and
Corporate Banking
Customers as follows

Branches serving individual customers: Dasma,
Faiha, Qurtoba, Nuzha, Public Instiution for Social
Security (PIFSS), Yarmouk, Rumaithya, Fahaheel Al-
Sahely, Ali Sabah Al-Salem, Qurain, Saad Al-Abdullah
and Qadsiya.

Branches serving individual and corporate cus-
tomers: Shuwaikh, Fahed Al-Salem, Fahaheel, The
Avenues and Khaitan.

Commenting on the re-opening of more branches,
Homoud Al-Nasrallah, Deputy Head- Domestic
Branches at National Bank of Kuwait, said: “We con-
tinue to re-open more branches as part of the Back-
to-Normal Plan, as we have re-opened 17 additional
branches to ensure meeting all our customers’ needs,
and to make all services available quickly and easily,
in continuation to our efforts since the beginning of
coronavirus pandemic outbreak. Our main concern
has always been to provide our customers with an
integrated banking experience while keeping them
safe through full compliance with all the instructions
of the concerned authorities as well as precautionary
measures.”

“We are always keen to stay closer to our customers
despite the exceptional circumstances. Throughout this
crisis, we have continued to provide our services
around the clock through our various digital banking
channels, which we continue to develop by adding
more services and upgrades, in addition to the excep-
tional services including the mobile branch,” he added.

Concluding his statements, Al-Nasrallah said: “NBK
team, led by our front-liners, have always shown com-
mitment, especially under exceptional circumstances,
by saving no effort to ensure the continuation of the
bank’s success journey, and these efforts are highly
appreciated by all parties.”

NBK provides its banking services through NBK
ATMs and CDMs for cash deposit and withdrawal
available all over the country, comprising 327 ATMs,
including more than 100 CDMs. Customers can also
reach the bank through multiple channels including,
NBK Contact Center  and NBK WhatsApp on the
same number, or through the bank’s social media plat-
forms, where all inquiries are answered.

Homoud Al-Nasrallah

Libya oil back 
online after 
long shutdown
TRIPOLI: Libya’s National Oil Company announced
Friday the resumption of crude production and exports
after a nearly six-month shutdown due to conflict
dividing the country. But the state oil giant said that it
would take time for output to return to previous levels
because of major damage to energy infrastructure.

Libya, which sits atop Africa’s largest proven crude
oil reserves, is torn between the rival powers of the
UN-recognized Government of National Accord
(GNA) in Tripoli and eastern-based strongman Khalifa
Haftar. Since January, groups loyal to Haftar, who was
pushing an offensive to seize the capital, have been
blocking the production and export of oil from the
country’s most important fields and terminals, claiming
they want a fair distribution of the oil revenues man-
aged by Tripoli.

The NOC had invoked force majeure in response-a
measure used in exceptional circumstances that allows
it to be exonerated from liability in the event of non-
compliance with oil delivery contracts.

The company said Friday that it had “lifted force
majeure on all oil exports from Libya”. “The increase in
production will take a long time due to the significant
damage to reservoirs and infrastructure caused by the
illegal blockade imposed on January 17,” it said in a
statement.

NOC chief Mustafa Sanalla welcomed the resump-
tion of oil production, saying: “We are very glad finally
to be able to take this important step to national recov-
ery.” The US embassy, which relocated to Tunis after its
2014 closure in Libya, also hailed news that the NOC
had lifted force majeure “and resumed its vital work on
behalf of all Libyans.” It vowed to cooperate with the
UN mission in Libya to ensure “revenues are not mis-
appropriated but rather preserved for the benefit of the
Libyan people”.

France’s embassy, also from Tunis, stressed on
Facebook it rejected “the militarization of oil installa-
tions” and stressed “the importance of preserving NOC
neutrality”.

Negotiations 
The NOC said a first ship was due to start loading

crude from the oil port Al-Sidra in the east of the coun-
try. Libya produced 1.22 million barrels per day (bpd)
before January and had planned to increase production
to 2.1 million bpd by 2024, the NOC said this week.

But due to infrastructure damage caused by the
months-long blockade, production could drop to
650,000 bpd in 2022, it said. Earlier this month, the
NOC had reported talks, “supervised by the United
Nations and the United States” , to a l low the
resumption of production, the halt of which caused
losses of more than $6.5 billion, according to the
company.

Oil exports are the source of almost all state rev-
enue in Libya, which has been mired in chaos since the
ouster and killing of dictator Moamer Kadhafi in a 2011
NATO-backed uprising.

Supported by Turkey, pro-GNA forces scored
important victories in June, regaining control of the
northwest and driving out forces loyal to Haftar, who
had launched an abortive offensive in April 2019 to
seize Tripoli. Haftar is backed by Egypt, the United
Arab Emirates and Russia. 

On July 1, the NOC said negotiations were under
way “between the GNA, NOC and regional countries
who stand behind this blockade” to resume production.

It said that “all oil revenues will continue to be
deposited into the same accounts of the corporation”,
pending the establishment of measures along “two par-
allel tracks”.

“One track will ensure financial transparency as well
as equal opportunities and social justice among all
Libyans,” the statement said. “The other track will focus
on the restructuring of security arrangements to pro-
tect oil facilities, in a way that ensures they are never
used as a military target or a political bargaining chip
again.”  The distribution of Libya’s oil income is regu-
larly the source of tension in the country, particularly in
the east, which has repeatedly said the shares are
inequitable. — AFP

Stocks jittery as 
record US virus 
count weighs 
NEW YORK: Global equity benchmarks edged high-
er after struggling for direction for most of the day and
bond yields flat-lined on Friday as investors weighed a
record number of new coronavirus cases in the United
States against improving economic data in Europe and
signs that Gilead Sciences Inc’s remdesivir drug
helped reduce the risk of death in severely-ill COVID-
19 patients.

More than 60,500 new coronavirus infections were
reported across the United States on Thursday, the
largest single-day tally by any country since the virus
emerged late last year in China. “The sharp increase in
confirmed cases has led to growing concerns that a
return to broad lockdowns lies ahead,” Goldman Sachs
wrote in a note. “While lockdowns can slow down
virus spread effectively, they come at very high eco-
nomic cost.”

Economic data, however, continued to improve in
the United States and Europe. The number of
Americans filing for jobless benefits dropped to near a
four-month low last week, and Italian industrial output
rebounded much more strongly than expected in May
after plunging in the previous two months due to a
coronavirus lockdown. “The dispersion in macro fore-

casts remains extremely high. It therefore should not
surprise when you see market volatility turning on
mixed pieces of news,” said Elliot Hentov, head of poli-
cy and research at State Street.

MSCI’s gauge of stocks across the globe gained
0.56 percent following broad gains in Europe and
slight losses in Asia. Chinese shares fell 1.8 percent
from a five-year high, as state media discouraged retail
investors from chasing the market higher. On Wall
Street, the Dow Jones Industrial Average made up ear-
ly losses and rose 368.8 points, or 1.43 percent, to
26,074.89, the S&P 500 gained 32.96 points, or 1.05
percent, to 3,185.01 and the Nasdaq Composite added
69.69 points, or 0.66 percent, to 10,617.44.

Much of the day’s gains came after Gilead’s
announcement of the apparent success of remdesivir,
though the company cautioned that clinical trial were
still necessary to confirm its benefits . Cases of the
COVID-19 respiratory illness have been rising in some
Asian and Australian cities that had appeared to have
contained the disease, such as Tokyo, Hong Kong and
Melbourne, prompting investors to move into per-
ceived safe havens.

US Treasury yields edged higher after touching
their lowest levels since late April. Benchmark 10-year
notes last fell 9/32 in price to yield 0.6348 percent,
from 0.605 percent late Thursday. Spot gold dropped
0.2 percent to $1,798.92 an ounce. US gold futures fell
0.01 percent to $1,799.00 an ounce. The International
Energy Agency bumped up its 2020 oil demand fore-
cast on Friday but said the spread of COVID-19 posed
a risk to the outlook.—Reuters

TRIPOLI: A first ship was due to start loading crude from the oil port Al-Sidra in the east
of the country, Libya’s National Oil Corporation said.

Investors keep 
away from sterling 
in uncertain times
LONDON: Sterling traded higher versus the US dol-
lar but was unmoved against the euro on Friday, with
investors mostly staying on the sidelines. So far little
has been achieved in negotiations between Britain and
the European Union on a trade deal following Britain’s
departure from the bloc.

This leaves sterling traders unsure how to approach
the pound and the currency driven mostly by external
factors. Stephen Gallo, currency analyst at BMO
Capital Markets, thinks the pound will weaken given
that countries that are net exporters have an advan-
tage over Britain. “The UK’s trade policies will be in
flux beyond 2020. What 2020 will do is create a start-
ing point for UK/EU-27 trade adjustments going for-
ward,” Gallo said, adding that “regulatory alignment,
dispute arbitration and trade friction are likely to crop
up as issues over the medium-term”.

“We would be inclined to fade sterling strength
versus the euro on a move back to 0.8650,” he said.

The pound was last flat at 89.43 pence versus the
euro and up 0.4 percent against the dollar at
$1.2648 as the greenback fell. The trade-weighted
pound has never recovered to its pre-Brexit refer-
endum levels.—Reuters


