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Core Views

We expect the Kuwaiti economy to perform relatively well over 2014, and retain our
forecast for real GDP growth of 2.9%, from an estimated 3.0% in 2013. After a long
period of stagnation, the Kuwaiti investment outlook appears to be improving, while the
prospects for consumption remain bright. However, we again highlight Kuwait’s ever-
volatile political situation as the key downside risk to economic activity.

Kuwait has seen a flurry of populist legislation recently, including several measures
specifically targeting expatriate workers. This runs the risk of increasing uncertainty
within the private sector, as well as cementing perceptions of the country as a hub of
policy instability. We expect some tensions to remain between the government and the
legislative branch, even with the election of a renewed ‘loyalist’ parliament.

We forecast average consumer price inflation for Kuwait of 3.0% and 3.5% for 2013 and
2014 respectively, up from 2.9% in 2012. While we expect a slight fall in Kuwaiti food
inflation over the near term on the back of lower global prices, a tight supply picture in
the real estate market will fuel housing inflation over the coming quarters, in a trend
seen across the GCC.

Major Forecast Changes

As ever, given the economy’s heavy dependence on oil, any sustained downturn in
global energy prices would prove disastrous.

That said, Kuwait has the financial wherewithal to cope with any short-term volatility in
oil prices, and therefore the underlying risks in this regard are minimal.
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Our forecasts assume the implementation of the government’s development
plans will be slow owing to the impact of bureaucratic gridlock. However, the state
certainly has the firepower to move forward with its capital spending plans if political
compromises can be reached. Further, a renewed loyalist parliament, following
legislative elections in July 2013, offers the prospect of an acceleration of long-delayed
economic reforms and infrastructure projects. Any improvement on this front would pose
upside risks to our growth forecasts, as well as downside risks to our budget surplus
projections.
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Executive Summary
Core Views
Major Forecast Changes

CHAPTER 1: POLITICAL OUTLOOK

SWOT Analysis
BMI Political Risk Ratings
Foreign Policy
Iragi Ties: Obstacles Remain To Full Normalisation
Relations between Kuwait and Irag have improved considerably over the past two
years, creating opportunities for Kuwaiti companies attracted by Iraq's extensive growth
prospects. That said, we caution that several factors will continue to prevent a full
normalisation in relations over the coming years, including Iraq's political instability and
a long-running ports dispute.

Table: POLITICAL OVERVIEW
Long-Term Political Outlook
Democracy: No Turning Back
Kuwait's political backdrop is complicated by labour and population imbalances, as well
as a parliament which has consistently blocked the government's reform efforts.
Meanwhile, with six dissolutions of the National Assembly and subsequent elections
since 2006, the prospect of new polls and policy instability is always on the horizon.

CHAPTER 2: ECONOMIC OUTLOOK

SWOT Analysis
BMI Economic Risk Ratings
Economic Activity
Improving Investment Outlook, But Politics Remains Main Downside Risk
We expect the Kuwaiti economy to perform relatively well over 2014, and retain our
forecast for real GDP growth of 2.9%, from an estimated 3.0% in 2013. After a long
period of stagnation, the Kuwaiti investment outlook appears to be improving, while the
prospects for consumption remain bright. However, we again highlight Kuwait's ever-
volatile political situation as the key downside risk to economic activity.

Table: ECONOMIC ACTIVITY
Fiscal Policy
Limited Future For Expat Subsidies
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Calls for reform of Kuwait's welfare system have mounted in recent weeks, with senior
policymakers now advocating a review of the country's generous subsidies scheme.
However, we note that Kuwait's political structure and the need for parliamentary
approval will likely prevent the passage of any subsidy reforms affecting nationals. By
contrast, the provision of subsidies to Kuwait's vast expatriate population has a limited
future in store, in our view.
Table: FISCAL POLICY
Banking Sector
Banking Sector: Expansion Accelerating Over 2014
Kuwait's commercial banking sector stands to benefit throughout 2014 from mild
improvements in the operating environment and a slight pick-up in government
investment spending and construction activity. We have left our forecasts unchanged,
and project credit growth of 7.0% by end-2014, from an estimated 6.0% in end-2013.
Table: BANKING SECTOR OVERVIEW
Regional Outlook
Key Themes For 2014
Growth in the Middle East and North Africa region will remain subject to downside
political risks over 2014. We expect the major themes over the coming year to include; a
slight convergence in growth as the GCC slows while economic activity in North Africa
picks up; a lack of resolution in the Syrian conflict continuing to have negative knock-on
implications on neighbouring countries; and further gains to be found in GCC equity
markets.

CHAPTER 3: 10-YEAR FORECAST

The Kuwaiti Economy to 2023
High Wealth, Yet Challenges To Growth
Kuwait faces substantial structural challenges over the long term, but the energy sector
will continue to grow in real terms to 2022, keeping the government in surplus.
Table: Long -Term Macroeconomic Forecasts

CHAPTER 4: BUSINESS ENVIRONMENT

SWOT Analysis
BMI Business Environment Risk Ratings
Business Environment Outlook
Institutions
Table: BMI BUSINESS & OPERATION RISK RATINGS
Infrastructure
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Table: BMI LEGAL FRAMEWORK RATING
Table: LABOUR FORCE QUALITY
Market Orientation
Table: MENA — ANNUAL FDI INFLOWS
Table: TRADE & INVESTMENT RATINGS
Operational Risk
Table: Top Export Destinations

CHAPTER 5: KEY SECTORS

Autos
Table: Auto Trade, 2010-2017
Table: Auto Sales 2010-2017

Food & Drink
Table: Automotive Fleet , 2012-2017
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Table: Confectionery Value /Volume Sales — Historical Data & Forecasts , 2010-2017
Table: Food Consumption Indicators — Historical Data & Forecasts , 2010-2017
Table: Snack Foods Volume Sales , Production & Trade — Historical Data & Forecasts

2012-2017

Table: Dairy Volume Sales , Production & Trade — Historical Data & Forecasts ,

2011-2017

Table: Coffee Value /Volume Sales — Historical Data & Forecasts , 2010-2017
Table: Soft Drinks Value Sales — Historical Data & Forecasts , 2010-2017

Table: Retail Segment Make -Up

Table: Mass Grocery Retail Sales By Format — Historical Data & Forecasts ,

2010-2017

Other Key Sectors
Table: Oil and Gas Sector Key Indicators
Table: Telecoms Sector Key Indicators
Table: Infrastructure Sector Key Indicators

Table: Defence and Security Sector Key Indicators

Table: Pharma Sector Key Indicators
Table: Freight Key Indicators

CHAPTER 6: BMI GLOBAL ASSUMPTIONS

Global Outlook
Momentum To Continue In H114
Table : Global Assumptions
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Table : Developed States , Real GDP Growt H, %

Table : BMI VERSUS BLOOMBERG CONSENSUS REAL GDP GROWTH
FORECASTS, %

Table : Emerging Markets , Real GDP Growth , %

Kuwait Business Forecast Report Q2 2014


https://marketpublishers.com/report/business_finance_insurance/business_services/kuwait_business_forecast_report_q2_2011.html

. +44 20 8123 2220
‘ Market Publishers info@marketpublishers.com

| would like to order

Product name: Kuwait Business Forecast Report Q2 2014
Product link: https://marketpublishers.com/r/K375AADE3CAEN.html
Price: US$ 1,195.00 (Single User License / Electronic Delivery)
If you want to order Corporate License or Hard Copy, please, contact our Customer

Service:
info@marketpublishers.com

Payment

To pay by Credit Card (Visa, MasterCard, American Express, PayPal), please, click
button on product page https://marketpublishers.com/r/K375AADE3CAEN.html

Kuwait Business Forecast Report Q2 2014


https://marketpublishers.com/report/business_finance_insurance/business_services/kuwait_business_forecast_report_q2_2011.html
mailto:info@marketpublishers.com
https://marketpublishers.com/report/business_finance_insurance/business_services/kuwait_business_forecast_report_q2_2011.html
http://www.tcpdf.org
https://marketpublishers.com/report/business_finance_insurance/business_services/kuwait_business_forecast_report_q2_2011.html

