
bu s ine s s
SUNDAY, MAY 21, 2017

KUWAIT: Boursa Kuwait ended last week with in
the green zone. The Price Index closed at
6,725.78 points, up by 0.83 percent from the
week before closing, the Weighted Index
increased by 0.73 percent after closing at 403.64
points, whereas the KSX-15 Index closed at
919.44 points up by 0.92 percent. Furthermore,
last week’s average daily turnover increased by
12.47 percent, compared to the preceding
week, reaching KD 17.18 million, whereas trad-
ing volume average was 191.23 million shares,
recording an increase of 26.69 percent.

The Boursa ended the week’s trading record-
ing growth to its three indices after many weeks
of fluctuation and negative performance, as it
was able to return to the green zone supported
by the return of the purchasing operations to be
in the front, after most of the listed companies
finished from disclosing its fiscal financial data
for the first quarter of the current year, whereas
the purchasing operations concentrated on the
companies’ stocks that disclosed positive fiscal
results.  On the contrary, last weeks’ trading was
subject to the selling and profit collection oper-

ations, as some traders executed such opera-
tions during some daily sessions of the week,
causing the market indices to fall in the red
zone, however, the market was able to resist
such operations and end the week’s trading in
the green zone.

Also, the Boursa Kuwait recorded during the
last week market gains over KD 145 million, as
the market capitalization for the total listed
stocks in the official market reached KD 26.74
million, up by 0.55 percent from its value at a
week earlier, where it was KD 26.59 billion.  On
an annual level, the market cap gains increased
to 5.24 percent compared to its value at end of
last year, where it was KD 25.41 billion.  (Note:
CMA decision no. (69) for year 2017 to move (11
company) from the primary market to the sec-
ondary market during the last week, con-
tributed in decreasing the Boursa capitalization
value by around KD 82.06, the total value of the
11 company market cap.)

Furthermore, the Boursa Kuwait witnessed in
the first session of the last week a mixed closing
for its three indices, whereas the Price and

Weighted indices declined affected by the sell-
ing pressures on a wide range of listed compa-
nies’ stocks, especially the small-cap and idle
stocks which have been traded below its par or
book value; while the KSX-15 went against the
current and was able to end the session with
good increase supported by the strong purchas-
ing operations that concentrated on the leading
stocks, especially in the Oil and Gas sector, the
most increasing sector by the end of the ses-
sion.  In addition, the market was able in the sec-
ond session to record increases to its three
indices in light of the heavy purchasing opera-
tions on the small-cap and mid-cap stocks,
especially the ones that disclosed good fiscal
results.  Such performance came in parallel with
a noticeable growth in the trading activity as the
cash liquidity recorded an increase by 55 per-
cent compared to the previous session, while
the number of traded stocks recorded growth of
60 percent by the end of the session.

On the mid-week session, the three market
indices returned to fluctuate once again, where-
as the Price Index was able to continue its
upward direction that it started in the previous
session, through the support received by the
continued purchasing operations on some
small-cap stocks, while the Weighted and KSX-
15 indices declined as a result to the profit col-
lection operations executed on some leading
stocks, especially the ones that recorded differ-
ent increases in the previous sessions.

The three market indices returned on
Wednesday’s session to meet in the green zone
once again, supported by the random purchas-
ing operations executed on some leading stocks
especially in the Banks sector, in addition to the
speculative operations witnessed by the small-
cap and idle stocks, being traded below 100 fils.
Such performance took place before the end of
week session, where the three market indices
closed with limited losses affected by the selling
and profit collection operations concentrated
on a number of leading stocks, amid a declined
trading activity of both the value and volume, as
the cash liquidity dropped by around 29 per-
cent and the volume decreased by around 39
percent, compared to Wednesday’s session.

For the annual performance, the Price Index
ended last week recording 17.01 percent annual
gain compared to its closing in 2016, while the
Weighted Index increased by 6.20 percent, and
the KSX-15 recorded 3.89 percent growth.

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

week in the green zone, while the other six
recorded decreases. Last week’s highest gainer
was the Real Estate sector, achieving 2.52 per-
cent growth rate as its index closed at 972.48
points. Whereas, in the second place, the Oil &
Gas sector’s index closed at 1,075.06 points
recording 2.36 percent increase. The Basic
Materials sector came in third as its index

achieved 2.25 percent growth, ending the week
at 1,301.77 points.

On the other hand, The Technology sector
headed the losers list as its index declined 3.85
percent to end the week’s activity at 672.15
points. The Health Care sector was second on
the losers’ list, which index declined by 3.02 per-
cent, closing 1,390.00 points, followed by the
Insurance sector, as its index closed at 1,042.40
points at a loss of 2.42 percent. 

Sectors’ Activity
The Real Estate sector dominated a total

trade volume of around 363.86 million shares
changing hands during last week, representing

38.06 percent of the total market trading vol-
ume. The Financial Services sector was second
in terms of trading volume as the sector’s traded
shares were 36.78 percent of last week’s total
trading volume, with a total of around 351.62
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 26.23 mil-
lion or 30.54 percent of last week’s total market
trading value. The Financial Services sector took
the second place as the sector’s last week
turnover was approximately KD 21.39 million
representing 24.90 percent of the total market
trading value. — Prepared by: Studies & Research
Department,  Bayan Investment Co.   
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The outperformance of small
and mid-cap stocks globally
has been going on since the

victory of Donald Trump last year.
This has been quite surprising to
lots of investors, markets monitor
and commentators alike. The world
economy has had a torrid time
since the financial crises of 2008.
There have been some fundamentals changes the way
investors view the financial markets. At the time of the
financial crises there was credible talk of the “New Normal”,
put is simply is low interest rates for a long time accompa-
nies by below trend in global economic growth. This has
indeed happened and caused great pain to those who were
not prepared for it. 

There is no doubt that the world has changed dramati-
cally over the past few years. Economic changes followed
by political changes and rising geopolitical tensions not
only in the East but also in the West. So, what all this have to
do with small and mid-cap stocks outperforming bigger
companies. Maybe we have not got a tight grip on what is
the new US president all about and how he is going to
implement his economic and fiscal agendas in the US that
will have a great impact on the rest of the world. In fact,
there has not been any clear policy changes going forward.
But equity investors worldwide are investing heavily in
small and mid-cap equities. 

There are a few areas of market research that is worth
studying carefully assumed Trump’s proposed agenda and
evolving administration. The continuous outperformances
by small and mid-cap stocks is much broader and widely
based. I expect the outperformance to spread to small-cap
financials, industrials and materials pulling the indices
along with them. The easiest   explanation for this broad-
based performance is that small cap stocks are highly lever-
aged to the national domestic economies more than large
capitalization stocks. Most of their revenues are generated
domestically and they tend to have little or no exposure to
foreign currency fluctuations. These are good qualities to
have when the global economy is not growing strongly.

Identifying those small and mid-cap stocks that are going
to do well are not easy job. Investors can easily have expo-
sure by just buying small and mid-cap indices or ETF’s
(Exchange Traded Funds). 

Some small cap sectors do stand out in terms of valua-
tions and potential growth. Banks and financial stocks have
been doing extremely well and they have more to go. Also,
some the industrial and mining sectors are moving in the
right direction at least in the US. Higher inflation and increas-
ing interest rates can have quite good impact on the earn-
ings of those mentioned sectors at least in the short term. 

Small and mid-cap companies are great place to find big
investment returns. The only problem is where and how to
find them. There are hundreds or thousands of them listed
on the global stock markets. The question is which ones are
worth the investment. The good news is that there is an
ongoing regulatory relief literally around the world that can
only benefit small and mid-cap companies. Nearly world-
wide policies are either in place such as in the US or else-
where are talking higher interest rates, fewer regulations,
loan growth, lower tax rate and stock buybacks suggests
that earnings growth for small and mid-cap companies
could easily outpace big cap stocks. 

Apart from the fundamental arguments for investing in
small and mid-cap stocks, I believe over the past few years
investors have poured money into big capitalization and
index stocks and now they are adding more money into
small and mid-cap stocks. Also, they believe that there could
be more stimulus measures to increase economic growth.
These measures could be in the shape of tax cuts and
increase in government spending. 

Doing a proper research and due diligence on small and
mid-cap stocks, investors could easily identify the potential
future big capitalization stocks. For investors in small and
mid-cap companies the task is to find which ones are grow-
ing strongly year after year. Just because they are at present
domestically orientated does not mean that they cannot
grow their business internationally in the future. Most big
multinational companies have started being small domestic
companies. It is all about strong revenue growth, innova-
tions, creativity, expanding clients base and creating a niche
market for their products. The rest will follow and investors
can only gain in the long term. — @Rasameel

Small and mid-cap stocks must do better

KUWAIT: The final raffle draw winner of ‘Win up to 30 Kilos of Gold in 18 days’ campaign, J
Ayyavarappa receives the prize 1/2 kg gold from Afsal Khan, Zonal Head, Malabar Gold &
Diamonds, Lukman, Branch Head Malabar Gold & Diamonds at Watiya Branch, Kuwait.


