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KUWAIT:  The global economy is
expected to lose 4.3 percent of its vol-
ume or $3.9 trillion. Also, unemployment
rate multiplied and 83.3 million individ-
uals were infected by COVID-19 and
1.8 million people passed away. Some
still believe that the pandemic is a con-
spiracy by some pharmaceutical com-
panies to control people and gain bil-
lions of dollars. 

The probable negative impacts have
been mitigated by President Biden win-
ning the presidential elections on
November 3rd 2020, in the USA which
would suggest cooling the trade war led
by President Trump against China, which
even affected his allies. This coincided
with the beginning of containing
COVID-19 crisis. Therefore, the global
economy might restore most 2020 losses
though with less figures than 2019. 

GCC economies received two blows,
the first one was a sharp drop in oil
prices due to an inter-oil war within the
“OPEC+” Group and prices collapsed
sharply after the repercussions of the
COVID-19 crisis. Most GCC states
began to lose their high credit ratings.
Expected economic losses range
between 2  percent the least for Qatar
and 9.4 percent the highest for Oman
(according to the World Bank report
issued last week). Brent Mix oil prices
during the second quarter of 2020
scored $29.3 per barrel, which is close to
its production cost for some nontradi-
tional oils. GCC economies are still weak
though they began to improve. 

Average Brent mix prices for the
fourth quarter of 2020 scored $43 per
barrel. Most GCC states compressed
their public expenditures, increased their
non-oil revenues, and adopted long-term
strategies to diversify their income.
Kuwaiti economy is expected to have
lost 7.9 percent of its volume in 2020,
according to the World Bank report.
Despite the dual blow mentioned previ-
ously, the economic administration did
not adopt any measure suggesting its
awareness of the deep blow and the
necessity of due surgical action. As a
result, the unsustainable economic
repercussions accelerated. Kuwaiti oil
average price for 2020 scored $41.5 per
barrel losing -35.5 percent from the
$64.3 per barrel average for 2019. This
decline might increase the budget deficit
from KD 3.9 billion (2019/2020 budget)
to KD 10-11 billion (for the 2020/2021
budget). Once again, this means the loss
of sustainable public finance. After the
general reserve depletion to face liquidi-
ty, the government adopted non-consti-
tutional and non-prudent measures by
selling non-liquid assets from the general
reserves by KD 2.3 billion.  Then it
adopted what is more dangerous by
withdrawing what has been transferred
from the general reserve to the future
generations reserve for three fiscal years. 

Due to the global economic crisis and
the dual blow to the global economy, the
Central Bank of Kuwait reduced the dis-
count rate on the Kuwaiti dinar to its
lowest record rate at 1.5 percent on
16/03/2020 after reduction of the basic
interest rate on the US dollar to nearly 0
percent on 15/03/2020 to contain the
probable impacts of the crisis. A com-
mittee chaired by the CBK Governor was
formed last April to support the compa-
nies and individuals to ward against
transforming a temporary liquidity crisis
to a permanent solvency crisis that
would transfer the repercussions into the
banking sector. That was achieved by the
least cost to the exhausted public treas-
ury. The Capital Markets Authority
(CMA), Boursa Kuwait and the Kuwait
Clearing Co continued their work to pre-
serve the promotion of Kuwaiti shares’
attraction within a visibly developed
niche, which led to promoting Boursa
Kuwait to the Emerging Market’s level
on MSCI Index on November 30, 2020. 

Despite the dual blow and the loss of
the AllShare Market index by -11.7 per-
cent in 2020, Boursa liquidity rose by
35.5 percent compared to 2019 total liq-
uidity and scored KD 10.754 billion.

Foreigners’ contribution to liquidity rose
from 19.2 percent in 2019 to about 26.5
percent in 2020. Foreigners’ ownership
in the Kuwaiti banking sector scored
about KD 1.894 billion as of 30/12/2020,
although Kuwait did not adopt any
measure to solve the public budget liq-
uidity crisis or the economic reform. 

Parliamentary elections
As for the political arena influencing

the public administration formation, par-
liamentary elections on December 5th
2020, resulted in a considerable qualita-
tive and quantitative change in the
National Assembly composition. This
significant change was mainly due to the
popular wrath due to the spread of cor-
ruption and waste in public finance and
the failure of the two wings of power
(the Executive and the Legislative) to
achieve anything significant. Despite the
significant indicators to change the
adopted approach to contain the anger,
the forming of the new cabinet followed
the same old approach and since the for-
mation of the new cabinet is committing
similar mistakes of former governments. 

Oil and public finance 
By the end of December 2020, the 9th

month of the current fiscal year
2020/2021 ended and the average price
for Kuwaiti oil for December scored
$49.4 per barrel. The average Kuwaiti oil
price during the first three quarters of
the current fiscal year (April 2020-
December 2020) scored $37.8 per bar-
rel, higher by $7.8 per barrel or by 26.1
percent than the hypothetical price esti-
mated in the current budget of about
$30 per barrel, but lower by $17.2 per
barrel or by -31.2 percent than the hypo-
thetical price for the past fiscal year of
$55 per barrel. The average oil price in
the last fiscal year 2019/2020 which
ended at the end of last March scored
$61.6 per barrel, the average price per
barrel for the first 9 months of the cur-
rent fiscal year is lower by 38.6 percent
or by $23.8 lower than the average barrel
price for the past fiscal year, and lower
by 56 percent or by $48.2 below the new
parity price of the current budget at $86,
according to the Ministry of Finance
estimates and after deducting the 10
percent in favor of the future generations
reserve, the break-even price decreased
after the government stopped transfer-
ring that percentage to the future gener-
ations reserve. 

Kuwait is supposed to achieved KD
800 million in oil revenues in December.
If we assume a modest increase in pro-
duction level during the remaining three
months of the current fiscal year accord-
ing to the recent OPEC agreement, and
with the assumption that the price of a
barrel of oil is stable for the period
January 2021-March 2021 at an average
level of $52, it is expected that total oil
revenues, after deducting production
costs for the entire current fiscal year to
be at KD 8.6 billion, a value that is high-
er by KD 3 billion than the estimated in
the budget for the current fiscal year at
KD 5.6 billion. With the addition of
about KD 1.9 billion in non-oil revenues,
the total budget revenues for the current
fiscal year will score about KD 10.5 bil-
lion. Comparing that figure with total
expenditures appropriations in the
amount of about KD 21.5 billion, the
public budget for the fiscal year
2020/2021 may record a deficit of about
KD 11 billion and perhaps a little less if
oil prices rise higher than our estimates,
and nine months of data provide an indi-
cation close to the hypothetical deficit
volume. The actual deficit remains a vari-
able dependent on the movement of oil
prices and oil production during the next
three months. 

Trading features at Boursa Kuwait 
Kuwait Clearing Company issued its

report regarding “Trading Volume
according to Nationality and Category”
for the period from 01/01/2020 to
31/12/2020 which is published on the
official website of Boursa Kuwait. The

report indicated that individual traders
still form the largest trading group but
their contribution is declining in terms of
selling and purchasing shares. They
acquired 39 percent of total value of
sold shares (44.3 percent for 2019) and
37.8 percent of total value of purchased
shares (40.5 percent for 2019).
Individual investors sold shares in the
amount of KD 4.214 billion and pur-
chased shares in the amount of KD 4.082
billion with a net trading of selling by KD
132.222 million. The second largest con-
tributor to liquidity is the
companies/establishment sector and
their purchases rose alongside their sold
shares. 

This sector acquired 35.5 percent of
total purchased shares (29.9 percent for
2019) and 31 percent of total value of
sold shares (22 percent for 2019). The
sector purchased shares worth KD 3.830
billion and sold shares worth KD 3.345
billion becoming the only sector with net
trading of purchasing by KD 484.455
million, and if its contribution continues
to growth at a steady rate it could end
up as the largest contributor in Boursa
Kuwait transactions during the year
2021. The third contributor is the
clients’ accounts (portfolios) and their
contribution has dropped, it captured
23.1 percent of total sold shares (26.7
percent for 2019) and 22.4 percent of
total purchased shares (23.2 percent for
2019). This sector sold shares worth KD
2.492 bil l ion and purchased shares
worth KD 2.416 billion, with a net trad-
ing balance of sold shares by KD
75.600 million. 

The last contributor to liquidity is the
investment funds sector and their contri-
bution has declined, it acquired 6.9 per-
cent of total sold shares (7 percent for
2019) and 4.3 percent of total purchased
shares (6.4 percent for 2019). The sector
sold shares worth KD 742.309 million
and purchased shares worth KD 465.676
million, with a net trading of most selling
at KD 276.633 million. Boursa Kuwait
still continues to be a domestic market
with Kuwaiti  traders forming the
largest trading group. They sold shares
worth KD 8.203 billion capturing 76
percent of total sold shares (84.3 per-
cent for 2019), and purchased shares
worth KD 7.674 billion acquiring 71.1
percent of total purchased shares (77.3
percent for 2019). 

As such, their net trading balance was
-most selling- by KD 528.454 million.
Percentage share of other foreign
investors out of the total purchased
stocks value scored 25.4 percent (18.1
percent for 2019), foreign investors pur-
chased shares worth KD 2.738 billion
and sold shares worth KD 2.180 billion,
20.2 percent of total sold shares (10.7
percent for 2019); thus their net trading
value was -the 5 only purchasing - by
KD 557 .668 million . This means that the
other foreign investors’ confidence in the
local Boursa is higher and increasing .
GCC Investors’ share out of total sold
shares scored 3.8 percent (5 percent for
2019 ) worth KD 410 .891 million, while
value of their purchased shares scored
3.5  percent ( 4.6  percent for 2019 ) and
worth KD 381 .667 million . 

Their net trading was selling by KD
29.214 million. Relative distribution
among nationalities changed from its
predecessor and was at 73.5  percent for
Kuwaitis, 22.8 percent for traders from
other nationalities and 3.7  percent for
GCC traders, compared with 80.8  per-
cent, 14.4  percent and 4.8  percent for
Kuwaitis, other nationalities and GCC
traders respectively, for the same period
of 2019. This means Boursa Kuwait
remained domestic with the major share
for the local investors with more traders
from outside the GCC region than their
GCC counterparts, and individual traders
still the form the majority. 

Number of active accounts between
the end of December 2019 and the end
of December 2020 rose by 45.3  percent,
compared with a rise by 18.1  percent
between the end of December 2018 and
the end of December 2019. Number of

active trading accounts in the end of
December 2020 was at 24,983 or 6.2
percent of total accounts, compared to
36,982 accounts in the end of November
2020, i e, 9.2  percent of total accounts
for the same month, a drop by 32.4 per-
cent during December 2020. 

Comparative performance 
of selected stock markets 

The performance of December was
positive for most of the selected markets
during which 13 markets achieved gains
and one market achieved losses. As a
result of this performance, seven markets
achieved gains at the end of 2020 com-
pared to the end of 2019, and seven other
markets achieved losses compared to the
same period including 5 GCC markets. 

The biggest gainer in 2020 was the
Japanese market whose index gained 16
percent, compared to the gains by about
18.2 percent achieved at the end of 2019.
The second biggest gainer was the
Indian market which gained about 15.8
percent versus 14.4 percent gains at the
end of 2019. The third biggest gainer
was the Chinese market with 13.9 per-
cent gains, followed by the US market
with about 7.2 percent gains for the Dow

Jones Index, and then the Saudi market
(the best performing GCC market) with
about 3.6 percent gains. 

The Qatari market was the least prof-
itable and achieved very slight gains of
0.1 percent. The UK market was the
biggest loser at the end of 2020 affected
by Brexit as it lost -14.3 percent. The
second-biggest loser was Boursa Kuwait
with losses at -11.7 percent for its All-
Share Market index, and then Dubai
market, Muscat market, and the Bahrain
market that lost 9.9 percent, 8.1 percent
and 7.5 percent respectively. The Abu
Dhabi market managed to limit its loss in
2020 to just 0.6 percent. It is expected
that the positive performance of most
sample markets will prevail as the world
is expecting to compensate for the loss-
es of its economy in 2021.

The performance of Boursa Kuwait
for last week was more active, where the
traded value, traded volume, number of
transactions and the general index
(AlShall index) increased. AlShall Index
(value weighted) closed at 489.9 points
as of last Thursday, showing an
increase by 2.7 points or by 0.6 per-
cent compared with its level last week
(end of 2020).

Kuwait’s budget for 2020/2021 may 
record a deficit of KD 11bn: Al-Shall

Global economy on track to lose 4.3% of its volume due to pandemic


