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Kuwait’s consumer sector shows some 
resilience as mobility restrictions ease

Expatriate workers likely to bear the brunt of slump in business activity

KUWAIT: Consumer spending staged a decent
comeback at the start of third quarter, reversing
months of declines, as the reopening of parts of the
economy was met with pent-up demand. Consumer
spending growth may edge higher in August as fur-
ther restrictions are eased, before tapering off as the
initial boost from reopening subsides. Job insecurities
and economic uncertainties remain as significant
overhangs on overall consumer sentiment. 

Consumer spending reverses
Consumer spending rose by a decent 21.6 percent

year-on-year (y/y) in July, ac-
cording to the latest Knet
monthly report, reversing
months of declines, as the ease
in mobility restrictions and the
reopening of retail stores were
met with pent-up demand for
discretionary items. Point-of-
sale (POS) transactions de-
clined by a mere 0.1 percent
y/y in July, a stark improve-
ment from the 35 percent decline in June, while
growth in online spending surged 160 percent. In-
deed, the prolonged lockdown measures is likely to
have led to long-lasting changes in consumer behav-
ior, as stay-at-home orders has increasingly forced
people to shop online.

Spending has in part been supported by accumu-
lated savings, not least because of the deferral of debt
payments by six months (which is expected to tem-
porarily free up +KD1 billion in incomes, equivalent
to more than 5 percent of estimated household
spending in 2019), and the fact that a large portion of
the population is spending their summer holidays in
Kuwait, amid strict travel restrictions.

While we may see consumer spending gather

more momentum in August and the remainder of Q3
as restrictions on public transport, catering, personal
care services, health clubs and other recreation ven-
ues (such as museums, cinemas and concert halls) are
eased, it is likely to taper off as the initial boost from
the reopening of the economy subsides. Lingering
worries over income security, particularly for expats,
and the economy are likely to prevail and weigh on
consumer sentiment going forward.  

The latest trend in consumer confidence is at odds
with the recent strength in consumer spending, re-
flecting the low oil price environment, underlying

concerns about the economy
and income insecurities, espe-
cially among expats, as em-
ployees are let go, furloughed
or endure pay cuts. Ara’s con-
sumer confidence index was at
100 in July, down five points
year-to-date, but still slightly
higher than June’s reading (98)
as most subcomponents, in-
cluding current employment

and durable goods, improved in tandem with the re-
opening of the economy.  

Consumer lending 
Personal consumer loan growth appears to show

a correction so far in 2020, after accelerating sharply
throughout most of 2019 mainly on the back of the
Central Bank of Kuwait’s (CBK) relaxation of con-
sumer loan limits (to KD 25,000 from KD 15,000
previously) in December of 2018. The moderation so
far in 2020 has undoubtedly been amplified by the
Covid-19 pandemic and lockdown measures. As such,
growth in loans for consumption purposes (i.e. ex-
cluding housing loans) eased to 20 percent y/y in
June, down from 22 percent in May and the 36 per-

cent surge in 2019.
Meanwhile, growth in overall household debt (i.e.

including housing loans) also softened further for
most of Q2, coming in at 2.9 percent y/y in June,
lower than the 4.7 percent reading at the start of the
year.

Labor market 
The ongoing weakness in the jobs market is likely

to weigh on the consumer spending outlook in the
near-to-medium term. Employment growth among
Kuwaitis slowed to 2.4 percent y/y in 1Q20 from 3.2
percent in 4Q19, led by a slowdown in both public
sector hiring (2.9 percent - an over two-year low -
from 3.6 percent) and private sector hiring (a mere
0.2 percent from 1.6 percent). Overall employment
growth among Kuwaitis appears to have been mod-
erating since the start of 2019 and is likely to face fur-
ther headwinds in the quarters ahead, as the effects
of the Covid-19 pandemic are felt, particularly in the
private sector. The public sector has fared quite well
in comparison to the private sector, but this could
mostly be attributed to the effects of Kuwaitization
efforts.

That said, expatriate workers are likely to bear the
brunt of the slump in business activity. Although data
on expat employment this year is yet to be released,
it is likely to point to continued declines in expat em-
ployees in both the public and private sectors. Indeed,
between mid-March and mid-July, northwards of
165,000 expats (around 5 percent of the total expat
population) reportedly left the country. Many more
expat workers are expected to leave by the end of
2020, according to some analysts, on the back of pro-
posed changes to the residency law, aimed at clamp-
ing down on the number of expats in the country, and
as companies are forced to shed workers amid a
weaker economic climate. 

Separately, while average wage growth edged
higher in 4Q19 among both Kuwaitis (2.5 percent y/y
from 2.1 percent in 3Q19) and non-Kuwaitis (2.7 per-
cent from 2.4 percent in 3Q19), it is likely to moderate
in the coming quarters, in line with a weaker eco-

nomic climate, and ultimately weigh on consumer
spending.

How much of the rebound in consumer spending
will be sustained will be contingent upon how safe
consumers feel about their incomes, the likely impact
on expat demographics and also the future path of
Covid-19 and the avoidance of future lockdowns,
business closures and mobility restrictions. While we
may see spending gathering some further momentum
in the near-term as more parts of the economy re-
open, a further weakening in the labor market and a
potential drop in expat numbers, especially with
sweeping changes to the residency law aimed at re-
stricting expats in the country, are likely to weigh on
consumer spending in the period ahead. 

Highlights
• Consumer spending stages a decent recov-

ery at the start of Q3 led by an ease in some mo-
bility restrictions.

• Spending has in part been supported by the
deferral of debt repayments by six months and
accumulated savings.

• Continued labor market weakness may
weigh on spending in the quarters ahead.

• Sustaining the recovery in consumer spend-
ing will hinge upon the continued ease in virus-
containment measures and people’s sense of job
security.

Consumer 
confidence 

trends lower 

ALGIERS: Days ahead of a final deadline,
activation of a long-planned Algeria-EU trade
deal risks unravelling as political and business
leaders in the North African country warn it
will undermine economic sovereignty. The
deal is meant to come into effect on Septem-
ber 1, a decade and a half after the two sides
initially agreed their Free Trade Agreement as
part of a wider pact setting out economic, so-
cial, cultural and judicial cooperation. But as
the clock ticks, concern has grown in Algiers
about the coronavirus-hobbled economy’s
ability to cope without tariffs on steel, textiles,
electronics and vehicles-protective measures
originally meant to end three years ago.

For Ali Bey Nasri, chairman of Algeria’s
exporters’ association, “the agreement was
badly negotiated from the start.”  “When the
deal was ratified in 2005, the EU had only
15 members, while now it is 27 strong and in
a few years the membership will grow,” said
Nasri. A free trade zone would be a “disaster
for the national economy”, he added. In
early August, President Abdelmadjid Teb-
boune called on Commerce Minister Kamel
Rezig to reassess the European Union deal.
The head of state insisted that the deal
“must be the subject of special attention, as-
serting our interests for balanced relations”,

an official statement said.

Mounting pressure 
Algeria’s hydrocarbon-dependent economy

is in an extremely fragile state, as the effects of
policies around the world to contain the coro-
navirus pandemic have hit already diminished
oil and gas revenues. The International Mone-
tary Fund (IMF) forecasts that Algeria’s econ-
omy will shrink 5.2 percent this year.

On Wednesday, Prime Minister Abdelaziz
Djerad pledged a thorough review of the
country’s trade terms and promised to revise
all economic and commercial agreements
“harmful to the country”.  Djerad did not men-

tion the EU free trade deal explicitly, but he
was clearly alluding to it.

The EU is Algeria’s largest trading partner,
and Algeria is the EU’s third-largest supplier
of natural gas after Russia and Norway, ac-
cording to the European Commission. Algeria
imported $320 billion in goods from the EU
between 2005 and 2019, according to Nasri,
mainly in the form of machinery, transport
equipment and agricultural products. This
figure is more than 20 times the $15 billion in
non-oil and gas exports Algeria sent to the
EU over the same period. Algiers has repeat-
edly asked to renegotiate the terms of the
agreement. —AFP

Algeria chafes
against EU 
trade deal

Algeria’s hydrocarbon-dependent economy is in an extremely fragile state.— AFP

SYDNEY: Effective unemployment in
Australia will climb above 13 percent by
the end of September, Treasurer Josh
Frydenberg said yesterday, as nearly half
a million people lose their jobs due to a
full lockdown of the country’s second
most populous city. Releasing modelling
from Australia’s Treasury Department,
Frydenberg said effective unemployment
totalled 9.9 percent at the end of July,
down from the record high of 14 percent
in April when large parts of the country’s
economy were ordered to close to slow
the spread of COVID-19.

But demonstrating the economic im-
pact of Australia’s second wave of

COVID-19 infections, Frydenberg said
the number of people out of work will
swell by 450,000 during August and
September amid a lockdown of nearly
five million people in Victoria state capi-
tal, Melbourne.

“We know the road to recovery will
be bumpy as we have seen with the set-
back in Victoria, however, the jobs recov-
ery across the rest of the country gives
cause for optimism,” Frydenberg said in
an emailed statement. Once heralded as a
global leader in combating COVID-19,
Australia has seen a surge of new infec-
tions in the past month. Desperate to
contain the spread, Victoria state earlier
this month imposed a nightly curfew
across Melbourne, tightened restrictions
on movement and ordered large parts of
the state’s economy to close. Australia has
largely avoided the high casualty num-
bers of many other nations, it has
recorded nearly 25,000 COVID-19 in-
fections and 502 deaths. — Reuters

Australia’s jobless
rate to exceed 
13% by Sept end

PARIS: Facebook France has accepted paying
more than 100 million euros in taxes, including a
penalty, relating to its accounting years before
2018, French financial magazine Capital reported
on its website.

Facebook was not immediately available for
comment. The French Finance Ministry said it
could not comment on individual tax cases. Capital
reported that it had seen documents showing that
Facebook had been ordered to pay 104 million
euros, including a 22 million euro penalty. UK plans
to drop ‘Facebook tax’, Mail on Sunday says.

British Finance Minister Rishi Sunak plans to
drop a tax on technology companies such as Face-
book and Google because it does not raise much
money and could hurt a push for a US trade deal,
the Mail on Sunday newspaper said. Britain intro-
duced the digital services tax in April after slow
progress in global negotiations over how to tax
tech giants, many of which are US companies. The
tax is expected to raise about 500 million pounds
($654 million) a year for Britain’s public finances.
That represents only a fraction of the 200 billion
pounds in extra debt the country has racked up
since the start of the COVID-19 pandemic.

The tax is also a potential impediment to a
post-Brexit bilateral trade deal between Britain
and the United States. France and other countries
have adopted or are considering similar taxes.

No one was immediately available for com-
ment at Britain’s finance ministry. The Mail on
Sunday quoted a finance ministry representa-
tive as saying: “We’ve been clear it’s a tempo-

rary tax that will be removed once an appro-
priate global solution is in place, and we con-
tinue to work with our international partners to
reach that goal.” —Reuters

Facebook to pay 
104m euros in back 
taxes in France 

Facebook Chairman and CEO Mark Zuckerberg
testifies before the House Financial Services
Committee in Washington, DC.—AFP


