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KUWAIT: Kuwait’s consumer price inflation edged
down slightly to 3.2 percent y/y in July versus June
but has trended higher over the past year. Price
increases in the food, clothing, transport and recre-
ation segments continue to drive the headline rate.
Strong consumer demand and pandemic-linked sup-
ply chain disruptions have caused inflation to surge
globally. 

Recently released data from the Central Statistical
Bureau (CSB) show that consumer price inflation
moderated slightly in July to 3.2 percent y/y from 3.4
percent in June (+0.3 percent m/m). Still, inflation has
trended higher so far this year and prices have now
risen (m/m) in fourteen of the last fifteen months,
driven by a combination of recovering demand, sup-
ply-side disruptions and higher international food
prices. Disruptions to global supply chains is a world-
wide phenomenon, as pandemic-linked economic
reconfiguration and worker shortages struggle
against the surge in post-lockdown consumer spend-
ing. Similar factors (as well as higher energy prices)
have also pushed up inflation in a range of developed
countries to much higher levels of late, including the
eurozone (4.9 percent, November) and the US (6.2
percent, October).

Food prices
Price pressures in Kuwait have been most pro-

nounced in the food and beverages category, which
in July climbed 10.1 percent y/y. Price increases were
recorded across most sub-indices but the largest
was observed in the fruits (+25 percent), vegetables
(+9.7 percent) and meat (+15.3 percent) categories.
Some of this is a reflection of higher international
food prices more generally. The Food and Agriculture
Organization’s (FAO) Food Price Index, a global food
price barometer, was up 33 percent y/y in July (and
it remained high in November). Upward price pres-
sure on international food (and commodity) prices
also stemmed from the US dollar’s depreciation,
especially over April and May: generally, a weaker
dollar makes the price of USD-denominated foods
and commodities more affordable for importers
using other currencies, stimulating demand. However,
the dollar has strengthened since then, suggesting
that any such impact on food prices may have gone
into reverse. 

Meanwhile, prices in the housing services catego-
ry - mostly rents - climbed only 0.2 percent y/y in
July. A minor monthly rise was recorded on the back

of an increase in ‘services and maintenance repairs’,
perhaps a reflection of higher construction/raw
material costs. Recorded housing rents have barely
changed in two years, yet even this minimal change
seems on the high side relative to expectations:
anecdotal evidence points to rent discounts being
offered to both existing tenants (temporarily for a
few months) and prospective tenants during the pan-
demic period. Indeed, in other Gulf countries, hous-
ing subcomponents of inflation indices have wit-
nessed substantial declines.

Housing segment
Meanwhile, core inflation (i.e. excluding food and

housing) has also risen modestly so far this year,
reaching 2.9 percent y/y in July versus 2.7 percent in
December 2020, though dipping slightly versus June
(3.0 percent). Inflation in the transport (+5.4 percent),
clothing (+6.5 percent) and recreation (+8.2 percent)
categories continued to trend upwards.  Transport
prices were at a 3-year high, driven largely by the
‘Travel by Air’ component, which saw a 25 percent y/y

increase on surging ticket prices following the partial
lifting of travel restrictions towards the end of 2Q21
(this may have eased in subsequent months on
expanded flight availability). Prices in the recreation
category experienced the highest inflation due prima-
rily to an increase in the cost of personal computers
and laptops, while computer-based learning and
remote working were on the rise during the pandemic.

In contrast with the increase in price for most
core components, education costs continued to
record annual declines of 15.5 percent, after the
Ministry of Education announced in September 2020
reductions of up to 25 percent in private school fees
during the pandemic as physical schooling was
replaced by online schooling. However, with students
now largely back at school tuition fees have reverted,
and this should be visible in the September and
October CPI.  

Wholesale prices
Wholesale price inflation, which measures the

prices charged between businesses (rather than from

businesses to consumers), stood at a 3-year high of
1.5 percent y/y in June 2021, according to the CSB.
This was slightly higher than the reading of 0.8 per-
cent at the end of the previous quarter. Inflation in the
price of imported goods was also at a 3-year high in
June, at 2.1 percent, while prices for locally-produced
goods were up 0.6 percent.

Similarly, the producer price index, which meas-
ures changes in the price of goods bought and sold
by producers, in June reached its highest level since
October 2018 (100.1), increasing by 75 percent y/y.
However, much of this was driven by the higher price
of oil: prices in the oil extraction segment rose 104
percent y/y. Prices in the manufacturing segment
increased by 49 percent y/y, although this was
skewed by big rises in the refining segment, which is
also linked to oil prices. Upward pressures were not
universal however: prices in some other manufactur-
ing segments, including chemicals and electrical
equipment, were actually down y/y.

Overall, domestic inflation so far this year has
come in slightly higher than expected and interna-
tionally, upward pressures look set to persist for
longer than previously anticipated. Personal con-
sumption has been on a tear, supported by strong
household savings rates, worker shortages are an
issue in some sectors (leading to higher business
costs which are then passed on to consumers) and
global supply chains are taking longer than expected
to untangle. These factors, along with the higher edu-
cation costs from September, mean that the risks to
our 2021 year-average inflation forecast for Kuwait of
2.6 percent are to the upside: a figure of around 3.0
percent looks more likely.

Looking ahead to 2022, inflation will ultimately
be shaped by several factors: the pace of the global
and local economic recovery amid a potential
resurgence of COVID-19 infections (including the
recent discovery of the potentially more infectious
Omicron strain); the potential easing in supply-side
frictions; the direction of commodity prices; and the
extent and speed of monetary policy tightening by
central banks around the world in an effort to
dampen inflation. 

In Kuwait, our base case is for inflation to ease
slightly from 2021 levels, with non-oil growth expect-
ed to slow from this year’s expected rebound, current
record rates of consumer spending moderating and
as the government adopts a more restrained spending
stance amid expectations of lower oil prices.   

NBK Economic Report

Kuwait’s inflation rate looks set 
to average around 3.0% in 2021

Price increases in food, clothing and transport segments to drive headline rate

Texas bears 
brunt of US 
plastic pollution
HOUSTON: Former shrimper Diane Wilson watches
in disgust as a Taiwan-owned factory in Texas spews
millions of plastic pellets into the Matagorda Bay. For
years Wilson has been documenting this pollution by
Formosa Plastics Group, the world’s fourth largest
plastic manufacturer. It set up shop in 1983 south of
Houston in Point Comfort, near the waters where she
used to catch shrimp in abundance.

“When we did the sampling on Formosa, we
found 2,000 violations. How many did the state of
Texas have? Zero,” Wilson told AFP as she stood at
the helm of a shrimp boat. She said regulators at
environmental protection agencies in Texas, the
second most populous US state, operate in a
revolving door system.

“They leave the state agencies and get a job at
the chemical plant because there is no money in
being an inspector or an officer,” Wilson said. 

America the polluter 
The United States is by far the world’s biggest

plastic polluter, according to a study released
Wednesday. It generated 42 million tons of waste in
2016, more than twice as much as China and more
than all the countries of the European Union com-
bined, says the study by the National Academies of
Sciences, Engineering, and Medicine. The US accounts
for less than five percent of the world’s people.

Point Comfort, population 737, is essentially a
plastics town: it has 17 Formosa production units
spread out over many acres. Wilson, a mother of

five, comes from a family that has been shrimping
for four generations and is the face of the local fight
against Formosa’s polluting practices.

In particular she is battling white pellets, called
nurdles, that factories near the coast release by the
millions. These little balls smaller than beans are the
raw material that buyers melt down to make a vari-
ety of plastic products. The nurdles leak from faulty
pipes at production plants and are so light they are
easily carried off into nature by the slightest wind.

Few shrimpers left 
Complaining that the state of Texas takes a

hands-off approach, Wilson sued Formosa Plastics
and managed to force it to sign in 2019 a consent
decree under which it pays tens of thousands of
dollars for each day in which it releases plastic pel-
lets or powder into the environment.

“At this moment Formosa has had over 50 viola-
tions probably since June of this year, and they have
been fined approximately $1.1 million,” Wilson said.
“And the money that Formosa pays goes into a
trust. It’s called the Matagorda trust. It goes into
environmental projects.”

But Formosa also dumps toxic liquid waste into
the water, millions of gallons a day, she said. This
discharge is legal-and it has ruined the local shrimp
industry, Wilson added. “There used to probably be
maybe 4, 5, 600 fishermen in this community and
now you’re lucky if there’s more than a handful of
them,” she added.

Formosa Plastics Group also has factories in the
US states of Louisiana, South Carolina and New
Jersey, as well as in Vietnam and Taiwan itself. “We
documented that within the next decade there will
be more greenhouse gas emissions from plastic
production than from coal plants in the United
States,” said Judith Enck, author of a report for
Beyond Plastics, a project run by Bennington
College in Vermont. Her study found that almost 80
percent of CO2 emissions from the plastics industry
in America happen along the coast of the Gulf of
Mexico-in Louisiana but mainly in Texas.

$560 million in fines 
Plastic is made using a variety of gases, ethane in

particular. And the southern US offers advantages
for producing it: cheap energy, skilled labor, and
good port and energy infrastructure. Enck said the
region has another lure: “A lot of fossil fuel compa-
nies like to do business in Texas because environ-
mental laws are so weak and often not enforced.”

In the last 21 years, Formosa plastics group-all of
its affiliates and subsidiaries across various coun-
tries-have paid in total just over $560 million of
fines, said Jane Patton, who wrote a report entitled
“Formosa Plastics Group: a Serial Offender of
Environmental and Human Rights.”

It was published in October by environmental
advocacy group CIEL. Formosa Plastics declined to
be interviewed for this story, referring AFP instead
to the 2019 consent decree engineered by the
shrimper Wilson. —AFP 

The United States is by far the world’s biggest plastic
polluter, according to a study released Wednesday.

British car sales 
stabilize after 
4 months of falls
LONDON: New car sales in Britain stabilized
last month, after slumping for four straight
months on the global semiconductor shortage,
industry data showed yesterday. The nation’s
mainly foreign-owned automakers sold a com-
bined 115,706 vehicles in November, up 1.7
percent with the same month of last year, the
Society of Motor Manufacturers and Traders
said in a statement, noting solid demand for
electric cars.

However, the SMMT stressed that Britain’s
coronavirus lockdowns weighed heavily on
registrations throughout last year. UK sales in
November 2021 meanwhile remained almost a
third below their pre-pandemic five-year aver-
age, according to the SMMT.

“What looks like a positive performance (in
November) belies the underlying weakness of
the market,” warned SMMT Chief Executive
Mike Hawes. “Demand is there, with a slew of
new, increasingly electrified, models ... but the
global shortage of semiconductors continues to
bedevil production and therefore new car reg-
istrations.” Global car output has been held
back in recent months by a worldwide shortage
in computer chips-key components in all types
of vehicle. UK new auto sales had already
nosedived in October by almost a quarter as
vehicle production was slammed by the scarci-
ty of semiconductors. —AFP

Chinese developer 
misses $179 million
bond repayment 
BEIJING: Another Chinese property developer said
yesterday it had defaulted on a major bond repayment,
citing liquidity problems amid a government crackdown
on the debt-laden sector.

China’s real estate industry-a key growth driver in
the world’s second-largest economy-has cooled in
recent months after Beijing tightened home buying
rules and launched a regulatory assault on speculation.
The moves have created headaches for several major
developers, notably China Evergrande, the country’s
second-largest by volume that is weighed down by bil-
lions of dollars in debt.

Yesterday, Hong Kong-listed Sunshine 100 China
Holdings said it had missed a Sunday deadline to make
$179 million in principal and interest payments on a
10.5 percent bond. The default was due to “liquidity
issues arising from the adverse impact of a number of

factors including the macroeconomic environment and
the real estate industry”, the company said in an
exchange filing.

Sunshine 100 has repeatedly struggled to meet its
debt obligations this year and also defaulted on a bond
repayment in August. The company now has $385 mil-
lion of outstanding dollar notes, according to data
compiled by Bloomberg.

Evergrande-which is drowning in $300 billion of
debt-has so far managed to avoid default, but it has
dollar bond coupons worth $82.5 million in total due
yesterday, when a 30-day grace period ends, according
to Bloomberg. On Friday, embattled founder Xu Jiayin
was summoned by officials after the company released
a statement warning it may not have enough money to
“continue to perform its financial obligations”.

The Guangdong provincial government later said it
would send a working group to Evergrande to “super-
vise and promote enterprise risk management”.
Evergrande’s shares in Hong Kong closed down 19.6
percent yesterday, while Sunshine 100 ended the day
down more than 14 percent.

Rival developer Kaisa last week said it had failed in
a bid for a debt swap that would have bought it crucial
time to pay back some of its bonds. — AFP BEIJING: Another Chinese property developer said yesterday it had defaulted on a major bond repayment

KUWAIT: A vendor displays Zubaidi (silver pomfret) at the main fish market in Kuwait City. Kuwait’s consumer
price inflation edged down slightly to 3.2 percent y/y in July versus June. — AFP


