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LONDON: Pedestrians walk past retailer BHS (British Home Stores) flagship store on Oxford Street in central London yesterday during its last day of trading before the store closes. British department store chain BHS is to close with the loss
of up to 11,000 jobs, administrators said in June 2016 after failing to find a buyer.— AFP

KUWAIT: Standard and Poor’s (S&P) has maintained Kuwait’s
credit rating at AA with a stable future outlook despite
declining oil prices. S&P, in a report on its website Friday, said
the low oil prices were impacting Kuwait’s internal and exter-
nal financial surpluses because of the country’s great
dependence on oil revenues. However, it added, the increase
of financial assets managed by Kuwait’s sovereign wealth
fund would help the country face these low oil prices. The
rating agency projected Kuwait’s internal and external finan-
cial positions to have a strong future economic outlook
backed by huge financial assets. S&P attributed its rating to
Kuwait’s huge wealth coupled with great assets, despite low
oil prices. Kuwait’s Public Investment Authority’s manage-
ment of huge assets resulted from oil and gas proceeds was
“wise.”  

S&P has estimated that the Kuwait Investment Authority
(KIA) manages more than $500 billion, of which about $380
billion is in the Reserve Fund for Future Generations (RFFG)
and $120 billion in the General Reserve Fund (GRF).

It also estimated the government’s large net asset posi-

tion at over 3.5 times of GDP at the end of 2016, which is a
significant ratings strength that provides a substantial buffer
to lower oil prices. A base-case scenario of the rating agency
assumes that Kuwaiti oil output will remain at a minimum of
2.8 million bpd until 2019.

Production
Production is likely to increase if state-planned investment

in the oil sector comes to fruition. The agency expected real
GDP growth to average about 2.2 percent in 2016-19.
According to the report, the general government budget (not
counting investment income) had a deficit of about KD 6 bil-
lion (or 17 percent of GDP) in 2015-16, financed by a combina-
tion of drawdowns from the GRF and some domestic debt
issuance. In fiscal 2016-17, the government has set a deficit
target of KD 8.6 billion (25 percent of GDP) assuming an oil
price of $35/bl and 2.8 million bpd of production, before
accounting for transfers to the RFFG, and KD 9.6 billion (28
percent) after accounting for the transfer, the report said.

Including income from the vast KIA investments, the

Kuwaiti government will continue to run surpluses of around
6.5 percent of GDP for the budget years 2016/17-2019/20,
despite low oil prices, Standard and Poor’s forecast.
Meanwhile, it said that the Kuwaiti government is managing
the lower oil price environment in several ways, such as plan-
ning to increase oil production by restarting production in
the shared Neutral Zone with Saudi Arabia. This will likely
increase production by about 150,000 bpd.

It also forecast the surpluses realized through the strong
oil exports of the period 2009-15, to fall to an average of 4.3
percent in 2016-19. Given the government’s policy of invest-
ing a large portion of its surplus abroad, the agency estimat-
ed Kuwait had a net external asset position of more than six
times the current account receipts (CARs) in 2015.

Currency peg
At the same time, it projects that gross external financing

needs will remain relatively low, averaging around 99 percent
of CARs plus usable reserves in the next four years.

Referring to the Kuwait’s exchange rate, pegged to an

undisclosed basket of currencies, Standard and Poor’s views
Kuwait’s system as slightly more flexible than ones in most
other GCC countries, which maintain a peg to the US dollar
alone. The rating agency views Kuwait’s financial system as
stable; as its banks are well capitalized, with ample liquidity
as per Basel III standards, and operate in a reasonably strong
regulatory environment.

On rating prospects, the stable outlook “reflects the
agency’s expectation that Kuwait’s fiscal and external posi-
tions will remain strong, backed by a significant stock of
financial assets.”

The ratings could be lowered “if low oil prices or slow
growth were to significantly weaken Kuwait’s fiscal and exter-
nal positions or undermine Kuwait’s wealth levels (measured
by GDP per capita), and if geopolitical risks were to signifi-
cantly escalate, the report said. There is also possibility to
raise the ratings “political reforms were to enhance institu-
tional effectiveness and improve long-term economic diver-
sification, if geopolitical risks fade significantly, and if
prospects for the oil sector improve significantly.”  — KUNA

S&P maintains Kuwait’s rating at AA
Outlook remains stable despite falling oil prices

KUWAIT: Commercial Bank of Kuwait announced net profit of
KD 11.5 million for the six months period of 2016 compared
with KD 16.7 million of same period last year, excluding one
off gain of KD 5.7 million from disposal of assets pending sales
during last year the net profit grew by 5 percent. The operat-
ing profit before provision was KD 50.9 million compared to
KD 53.0 million for the same period during last year, a growth
of 7.5 percent after excluding one off gain mentioned earlier.
The bank witnessed a growth in dividend income by 40 per-
cent, and fee income by 8.2 percent.

Commenting on the bank’s financial results, the Bank’s
spokesman Yacoub Al-Ebrahim said, Commercial Bank’s total
assets at the end of June 2016 reached KD 4, 137 million (June
2015: KD 4,276 million). The banks’ capital adequacy ratio at
the end of June 2016 at 16.58 percent is comfortably  higher
than the minimum 13.5 percent required by the Central Bank
of Kuwait, and leverage ratio at 10.4 percent is more than 3
times higher than the minimum requirement of 3 percent .

Al-Ebrahim  added that The Bank continues to maintain a
lower NPL ratio which reached 0.88 percent as at the end of
June 2016, one of the best ratios in Kuwait banking system if
not the best. 

Tijari reports net
profit of KD

11.5 m for H1 2016

Yacoub Al-Ebrahim

CAIRO: Egyptian President Abdel Fattah Al-Sisi said yester-
day he would not shy from tough economic reforms he
said previous rulers had avoided fearing unrest. Sisi’s com-
ments come after an initial  agreement with the
International Monetary Fund for $12 billion in financing
that hinges on a reform package slashing state spending
and the devaluation of the Egyptian pound.

Parliament is also expected to pass a law introducing a
value added tax to raise state revenues. Egypt’s economy
has been battered by turmoil since a 2011 uprising ousted
veteran strongman Hosni Mubarak, ushering in unrest
that has driven away tourists and foreign investments.

“The first attempt at real reform was in 1977,” Sisi said in
a speech aired by state television during the launch of an
ethynyl plant in the coastal city of Alexandria. The country
had been rocked by riots that year after president Anwar
Sadat said he would end basic subsidies as demanded by
the World Bank in return for a loan.

“The people’s reaction caused the state to backtrack,
and it has continued to delay (the reforms) till now,” said
Sisi. “All the hard decisions that many over the years were
scared to take: I will not hesitate for a second to take
them,” he said. Sisi took aim at the country’s bloated
bureaucracy, saying the state had hired hundreds of thou-
sands of people who were not needed.

“When I appoint 900,000 people in the public sector
because of pressure for jobs, at a time when I really don’t
need anything from them... what effect will this have?”
Paying their salaries, Sisi added, had increased state debts.
“We borrow and we borrow and we borrow, and the more
we borrow the more the debt grows,” he said.

The government has already partially cut fuel and elec-
tricity subsidies, but the gradual reforms have been limit-
ed so far. “We are trying to bridge the gap between
resources and spending,” Sisi said.

He called on Egyptians, especially “the great Egyptian
lady,” to use less electricity and water.

“Please... she can-with her presence in society and the
family-decrease a lot the consumption of water and elec-

tricity, and other things that are a burden on the econo-
my.” Although growth increased under Mubarak, econom-
ic disparity fuelled the 2011 uprising that ended his three-
decade rule. He was succeeded in 2012 by Islamist presi-
dent Mohamed Morsi, whose government negotiated for
an IMF loan but avoided austerity measures that could
provoke unrest.

Sisi, a former army chief, led the military ouster of Morsi
in 2013, winning elections a year later. Morsi’s overthrow
unleashed a brutal police crackdown on Islamists, while 

jihadists have launched an insurgency that further
drove tourists away and decimated a major source of for-
eign currency income. In October 2015, the Islamic State’s
Egypt affiliate announced it had downed a Russian pas-
senger plane carrying holidaymakers over the Sinai
Peninsula, killing all 224 people on board.

The attack prompted Russia to cancel flights to Egypt,
and Britain to stop flights to the Sharm el-Sheikh resort
airport in Sinai, where the jihadists planted the bomb on
the Russian plane. —  AFP

Sisi says won’t shy from tough economic reforms

ALEXANDRIA: Egyptian President Abdel Fattah Al-Sisi (center) cuts a ribbon during the launch of an ethynyl plant in
this coastal city. — AFP 


