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Chairman’s

Speech

First, | would like to
congratulate His Highness
the Amir of Kuwait, Sheikh
Meshal Al-Ahmad Al-Jaber
Al-Sabah, on assuming the
reins of power, succeeding
the late Amir Sheikh Nawaf
Al-Ahmad Al-Jaber Al-Sabah,
may he rest in peace. We
wish His Highness success in
leading Kuwait during this
sensitive period, especially
in the Middle East region.
We pray that he is guided
and succeeds in the face of
the political and economic
challenges the country is
currently experiencing. We
are confident that, with his

wisdom and experience,
His Highness will steer
Kuwait’'s ship to safety,

elevate its status, and foster
its development on various
fronts.

A Challenging Year

Despite  the  challenges
faced in 2023, such as global
economic  pressures due
to interest rate hikes and
the tightening of monetary
policies by the US Federal
Reserve, geopolitical
tensions, including the Israeli
aggression on Gaza, Kuwait,
and the Gulf Cooperation

Council  (GCC)  countries,
in general, managed
to maintain a relatively

favorable economic position
with control over consumer
prices (inflation). Kuwait
experienced a decline in
oil production in 2023 due
to voluntary cuts within
the “OPEC+” alliance and
a tightening of monetary
policies. However, project
momentum returned, with
Kuwait awarding contracts

worth $6.88 billion by the end
of November. Additionally,
Kuwait accounted for only
16% of the total mergers and
acquisitions deals within the
GCC countries in 2023.

Kuwait Stock Exchange

In the stock market, the
Kuwaiti ~ General Index
witnessed a yearly decline of
6.5%, driven by an 8.2% drop
in the banking sector, mainly
due to expected lower
oil-dependent GDP and
operational challenges faced
by banks. On the other hand,
the insurance and consumer
goods sectors recorded the
most significant gains, with
increases of 47.8% and 37.2%,
respectively, in the past year.
As for the performance of
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Gulf markets, it was mixed
in 2023. Dubai and Saudi
Arabia stock indices ended
the year with positive
performance. The Standard
& Poor’s composite index for
GCC countries rose by 6.2%
in 2023. Dubai and Saudi
stock indices also increased
by 21.7% and 14.2%,
respectively, during 2023,
driven by positive investor
sentiment and strong growth
in major leading stocks.

Positive Outlook

We expect 2024 to be a better
year for the Kuwait Stock
Exchange, supported by
the country’s development
plans, increased momentum
in project launches,
optimism about the future
under the leadership of His

66

Highness Sheikh Meshal Al-
Ahmad Al-Jaber Al-Sabah,
improving profitability of
listed companies, and the
country’s strong financial
position. This will coincide
with a relaxation in monetary
policy, the launch of the
central securities depository,

and various investment
instruments, along
with  continued  positive

assessments by
financial institutions.

global

Federal Reserve Policies

The outlook for global asset
classes largely depends on
the policies adopted by the
US Federal Reserve. Global
markets have already priced
in the scenario of no further
interest rate hikes, with the
possibility of interest rate
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reversals starting in the
second half of 2024 or earlier.
As OPEC+ production cuts
have already had an impact
on the economic growth of
GCC countries, the recovery
in growth depends on the
rebound in oil demand. In
such a scenario, oil prices
are expected to remain at
their current levels with
an increase in production
driven by the gradual easing
of oil production cuts. The
recovery of oil-dependent
GDP and continuous growth
in non-oil sectors, along with
regulatory reforms, are likely
to support the recovery of
GCC stock markets.

Saleh S. Al-Selmi
Chairman of UIC

Kuwait is at a crucial point of history today as it embarks on a journey to transform its economy
into a more sustainable one amid critical challenges regionally and internationally. But the new
era looks very promising with His Highness the Amir Sheikh Mishal Al-Ahmad Al-Jaber Al-Sabah
taking the helm, bringing in a long experience of fostering economic cooperation with countries
around the world. There is no doubt that putting Kuwait back on track of development requires a
lot of effort, but Kuwait has what it needs to achieve progress and keep up with the growth seen

in various fields in the region.
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Economic & Markets
2024 Outlook

As global economies continue to recover, the pace of growth is estimated to have decelerated in
2023 with uneven growth across different regions. The IMF expects global real GDP to grow by
3.0% y/y in 2023 and 2.9% y/y in 2024, down from 3.5% y/y growth rate in 2022 .
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Real GDP Growth for Some Major

Economies (2022-2024)
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Moving ahead, in 2024, global
economy is expected to
grow at a slightly slower pace
amid elevated interest rates,
lower economic growth in
the advanced economies
and China and geopolitical
risks.  With the World
Health Organization (WHO)
declaring that it no longer
considered COVID-19 as a
global health emergency in
May 2023 and normalization
of supply chain disruptions, in
the backdrop of high interest
rate environment, uneven
economic growth across
regions largely influenced by
local factors is likely to be the

©®2022 ©®2023 ©2024

“Global economies
are expected to
grow at a slightly
slower pacein
2024"

narrative for 2024.

In US, lower consumer
spending and slower
business, on the back of
elevated interest rates and
ebbing of fiscal impulse is
expected to cap economic
growth. In Europe, tighter
monetary policy is expected
to restrict growth. Against

this backdrop, while equities
might see support from
expectation of soft landing
in the US, possible end to
the current tightening cycle
amid decelerating inflation,
weaker economic growth
and geopolitical factors such
as tensions in the Middle East
and US Presidential elections
could impact  markets’
performance. Broadly, for
emerging economies, with
inflation appearing to have
peaked in many economies,
easing of interest rates
by central banks of some
emerging economies like
Brazil is a favorable factor. In
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China, while property sector

crisis poses a headwind,
policy support from the
government might favor
markets.

In 2023, bond Vyields
increased owing to factors
such as the US Fed’s

comments on rates being
higher for longer, strong
economy and labor market,
increase in term premium,
and rising  government
deficits. Following a rate hike
by the US Fed since March
2022 to 5.25%-5.5%, it had
paused its rate hike in its

INVESTUR

September and November
2023 policy meeting. In the
event of further pause or
rate cut, bonds are likely to
benefit as historically they
have performed well when
the Fed reaches peak of its
rate hike cycle!

I Trajectory of Policy Rates in US (2018- Nov 2023)
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With the US Dollar strength-
ening in 2023 on the back
of economic growth and
interest rate differentials,
expected decline in US eco-
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nomic growth due to lower
consumer spending amid
higher interest rates may put
downward pressure on the
currency in 2024. Possible

=== U.S. Fed Funds Rate (%)
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loosening of monetary policy
by the US Fed poses another
headwind for the currency.

"Columbia Threadneedle
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"‘iQ_I_?EC+ mandated oil pr
determine the course;c:f onom

In the GCC, OPEC mandated
and voluntary oil production
cuts would determine the
course of economic growth
in 2024. While oil GDP for the
countries is estimated to be
positive based onthe possible
reversal of output cuts, the
likelihood of cuts likely to stay
might cap oil GDP growth
2024. Non-oil GDP growth
is likely to continue being
supported by government
policies, investment and
consumption.

UAE and Saudi Arabia are
likely to be the fastest
growing economies within

the GCC supported by
economic diversification
efforts. Saudi Arabia’s real
GDP is expected to grow
by 4.0% in 2024, following a
0.8% growth in 2023. Oil GDP
growth for 2024 is expected
to be positive at 3.2% on the
back of expected unwinding
of production cuts. As per
the latest OPEC+ meeting,
Saudi Arabia has extended
its voluntary production
cut of additional 1 million
bpd through Q1 2024.
Accommodative fiscal policy,
robust private consumption
and public investment are
expected to drive Saudi

Arabia’s non-oil economic
growth. Downward revision
to China’s growth which is
the country’s main export
market, lower global
activity amid geopolitical
tensions and deepening of
production cuts are some
key downside risks to the
country’s economic outlook.
The country is expected
to record a fiscal surplus of
0.3% of the GDP in 2024. The
fiscal surplus is lower mainly
due to higher spending
on infrastructure projects
in Saudi Arabia and lower
oil revenues because of oil
production cuts.

2GDP numbers sourced from the IMF REO Oct 2023
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UAE’s real GDP is expected
to increase from 3.4% in
2023 to 4% in 2024. Oil GDP
is set to grow by 3.8% in
2024, gaining support from
increased production target
and possible unwinding
of cuts. Non-oil economy
would benefit from strong
performance in  tourism,
real estate, construction and

manufacturing  supported
by country’s business
friendly reforms.  Slower
global growth presents

downside in terms of lower
oil demand and decline in
tourism. Measures such as
introduction of corporate tax
would lend strength to the
country’s fiscal position.

Qatar’s real GDP is expected
to grow at 2.2%. QOil GDP is
expected to grow by 1.6%
on account of weaker global
demand. Non-oil GDP is
set to gain support from

construction of North Field
expansion project and new
projects in electricity and
water sectors and strong
tourism as it gains visibility
as a sporting hub following
its hosting of FIFA World
Cup in 2022 and other
major sporting events such
as Formula 1 motor racing
in 2023. The country is set
to host Asian Football Cup
and the World Aquatics
Championships in  2024.
Introduction of VAT in 2024
is expected to support the
country’s fiscal balance.

Bahrain’s real GDP for 2024
is estimated at 3.6%. Oil GDP
growth is expected to be at
0.1% while non-oil sector is
estimated to grow at 4.3%
in 2024, gaining support
from the recovery in the
tourism, service sectors,
and infrastructure projects.
Inflation is expected to be
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subdued on lower global
commodity prices and fading
effects of doubling VAT rate.
Oman’s GDP is estimated
to grow by 2.7% in 2024. Oil
GDP is expected to grow by
29% in 2024 on the back
of unwinding of OPEC+
production cuts and higher
natural gas production.
Structural reforms, rebound
in construction, investments
in renewable energy etc.
are some factors that are
supportive of the country’s
non-oil economic growth.
While the countries have
largely mirrored the US
Fed'’s rate hikes, inflation has
returned to pre-pandemic
historical averages in
GCC.:2 They are likely to
remain subdued amid tight
monetary policy, strong US
dollar, and a moderation in
economic activity.

GCC economies are expected grow at a faster pace compared to

some advanced economies.

3IMF
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| Real GDP Growth
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While muted global growth
is seen as a risk to oil demand,
extension of production cuts
by OPEC+ and unilateral cuts
by Saudi Arabia could support
oil prices. Supply disruptions
in the event of escalation of

4
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Middle East tensions could
lead to a spike in the price
of the commodity. Economic
growth prospects and lower
inflation are likely to support
equities. IPO momentum s
expected to be strong, with
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27 companies announcing
their willingness to list on
Saudi Arabia’s Tadawul, and
an expected IPO of Lulu
Group in UAE.

Oil production cuts could shape the GCC economic growth in 2024

Non-oil economic growth is likely to be robust in 2024

Inflation is likely to remain under control in 2024 in GCC

Interest rates in the GCC would move in tandem with the US FED.

:J‘[I IPO momenutum is expected to remain strong in 2024 mainly in KSA

Geopolitical tensions in the region remain a major risk for 2024.
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Kuwait’s real GDP is expected
to grow at 3.6% in 2024,
following a 0.6% contraction
in 2023 . In the backdrop
of OPEC+ and voluntary oil
production cuts, real oil GDP
had weighed on 2023 GDP
numbers with an estimated
decline of 4.3%. It is expected
to grow by 3.3% in 2024 on
possible unwinding of OPEC+
production cuts and increase
in oil production with Al
Zour refinery  becoming
operational. The real non-oil
GDP is expected to grow by

3.5 %in 2024, slightly down from 3.8% growth estimate for 2023. Non-oil growth in 2024 could gain
support from domestic credit growth, stabilization of interest rates, increased projects activity, a
sustained positive trend in consumer spending, and rebounding in expatriate employment despite

the fading impact of fiscal impulse.

I Annual Real GDP Growth (percentage change)
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Following the global central
banks, the Central Bank of
Kuwait has raised interest
rates by a cumulative 2.75%
since March 2022 to July 2023,
indicating that the tightening
cycle is approaching its
peak in alignment with
other global central banks.
Monetary policy tightening,
government subsidies
on food and energy have
helped in stabilizing
inflationary pressures during
2023. However, increase in
segments such as housing

services (3.13% vy/y), clothing
(6.98% y/y), services and
miscellaneous goods (4.23%)
had contributed to uptick in
overall inflation compared
to December 2022. Food
and Beverages segment
was down from 748% in
December 2022 to 5.71% in
October 2023 with sustained
decline in global food prices
as Kuwait relies heavily on
food imports. Prices in the
housing services component
rose from 1.44% y/y at the
end of 2022 to 3.13% y/y in

Consumer Price Index Inflation
(Jan 2019 - Oct 2023) in Percentage
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October 2023, mainly due
to increase in housing rents
on the back of increase in
expat population in recent
months. In 2024, there might
be some uptick in rents as
Kuwait plans to open up
family visa option. With food
prices expected to decline in
2024 amid adequate supply,
government subsidies and
tight monetary policy would
keep inflation contained in
20244
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Kuwait’s 2023/24 budget
envisions the largest
spending in the country’s
history at KD 26.2bn.> With
the budget assuming an oil
price of USD 70/barrel, the

projected budget deficit is
estimated to be KD 6.8bn.
However, due to the average
oil price reaching USD 82.9/
barrel from April to October
2023, Kuwait might record a

I Kuwait’s Fiscal Position (KD mn)

slightly lower deficit. Capital
expenditure is budgeted to
decline, reflecting delays in
project execution in previous
years.®
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Some important policy de-
velopments include the
passage of new laws to ex-
pedite residential develop-
ment and the creation of a
domestic investment fund,
Ciyada. The new housing law
allows foreign investors to
undertake real estate devel-
opment, residential projects,
and related infrastructure
projects without requiring a
local agent. The Kuwait Par-

-22.4

FY2022/23

The Ciyada
Development Fund will
focus on development
of domestic investment

projects and attract
foreign investment to

enhance and diversify

Kuwait’s economy.

19.5

-26.3

FY 2023/24

I Revenue
s Expenditure

s Fiscal Balance

liament has endorsed a law
permitting the formation of
private sector companies to
construct new residential
cities for citizens. The Ciyada
Development Fund will focus
on development of domes-
tic investment projects and
attract foreign investment
to enhance and diversify Ku-
wait’s economy.

In the capital markets front,

SKuwait Times SIMF
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2023 did not see any new
IPOs, however Boursa Kuwait
is optimistic about increased
listings in the coming years.
As part of this effort, a ded-
icated working team has
been established to engage
with family businesses and
commercial companies, both
inside and outside Kuwait,
to explore potential listings.
Moreover, reflecting on the
capital market landscape, no-
table bond issuances during
the year include Kuwait Proj-
ects Company’s KD 165mn
six-year issuance and Com-

mercial Bank’s KD 50mn 10
year issuance.

Furthering its capital mar-
ket development initiatives,
Boursa Kuwait is set to launch
a central mediator system
in early 2024. Additionally,
It is planning to launch ex-
change-traded fund (ETF),
bonds market and financial
derivatives. The exchange
is actively formulating new
rules and guidelines, includ-
ing rules of listing and the
quantity of stocks available
for trading.

INVESTUR

Conclusively, oil price volatil-
ity, OPEC+ production poli-
¢y, and regional geopolitics
pose certain risks. However,
the anticipation of a further
decline in inflation, the ap-
proval of laws to expedite
residential development,
the creation of domestic in-
vestment fund Ciyada, and
planned initiatives by Boursa
Kuwait are factors contribut-
ing to a positive outlook.
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Investors View

‘ Bader Nasser Al-Kharafi
Chairman of the BNK Holding Group

Affirmed that Kuwaitis have complete confidence that the experiences
and expertise of His Highness the Amir Sheikh Mishal Al-Ahmad
Al-Jaber Al-Sabah are sufficient to lead the country towards more
renaissance, goodness, and prosperity. He noted that His Highness is
a symbol of our beloved Kuwait and a father to us all. Al-Kharafi stated
that His Highness Sheikh Mishal Al-Ahmad, may God protect him, has
left significant national imprints and contributions to the elevation
and advancement of Kuwait. “This assures us that the country is on the
right path towards development, generosity, and prosperity. Both near and far are witnesses to His
Highness’s experience and its impact at all levels.

He continued, “Under his leadership, Kuwait will remain a beacon for humanity and a prestigious
center for diplomacy. The journey of our symbol and our father, His Highness the Amir Sheikh
Mishal Al-Ahmad, is filled with contributions to Kuwait and its people. He has played a role in the
country'’s flourishing through all the positions he has held, making him a role model for us with his
humility, calmness, and well-known firmness.”

Al-Kharafi said, “Our hearts are all reassured that the ship of Kuwait will surely reach the shore
of safety under his leadership. He pointed out that His Highness will complete the journey of
development, growth, and building. The extensive experience that His Highness possesses assures
us of perpetual safety by the will of Almighty Allah.”

Ali Rashid Al-Badr

An economic expert and former CEO of the General

Authority for Investment

“Al-Badr: Sheikh Meshal Al-Ahmad Assumes the Helm of Governance,
Bringing Reassurance to the Kuwaiti People.”

g

Ali Rashid Al-Badr, an economic expert and former CEO of the General

Authority for Investment, affirmed that Sheikh Meshal Al-Ahmad Al-

Jaber Al-Sabah’s assumption of the reins of power in the country is a

continuation of Kuwait’s renaissance, instilling a sense of reassurance

among the citizens. Al-Badr expressed optimism that the reign of His
Highness the Amir, Sheikh Meshal Al-Ahmad Al-Sabah, would be marked by achievements across all
sectors, given his extensive experience and comprehensive knowledge, which serve as a guarantee
for progress and reform. Al-Badr added that His Highness’s vision ensures the sustainability of
development, which will facilitate the transition towards a diversified economy in the future. He
concluded by stating, “We hope that God guides him and assists him in leading the country towards
a lasting renaissance.”
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Bader Al-Subiee
L The former CEO of the Kuwait Investment Company

An economic leap in the era of His Highness.

The former CEO of the Kuwait Investment Company, Bader Al-Sabeei,
stated that the local economy will witness a significant transformation
and positive effects under the leadership of His Highness Sheikh
Mishal Al-Ahmad Al-Jaber Al-Sabah. He expressed his confidence in His
Highness’s sagacity in continuing to develop Kuwait by providing the
necessary energy to drive various economic activities forward at a pace
that aligns with the economic changes in the region.

Al-Sabeei noted that the governmental reform steps taken in the past three years reflect that His
Highness will be a worthy successor to his predecessors, especially in the context of the financial
complexities still affecting many global markets, driven by geopolitical challenges in the region. He
anticipated that the country would see broader development and an enhanced role for the private
sector with support from Sheikh Mishal, which would boost the country’s economic resources
and achieve developmental goals. He pointed to His Highness's self-led efforts, both domestically
and internationally, to increase efficiency and reform rates, and raise the level of worthwhile
developmental investments across various sectors. Additionally, he mentioned the implementation
of a timeline and indicators to measure the execution of agreed-upon initiatives, reflecting the
seriousness of this approach.

Adel Al-Majed
“ Vice Chairman and CEO at Boubyan Bank

His Highness'’s Leadership Will Support Kuwait’s Development.

Adel Al-Majed, Vice Chairman and CEO at Boubyan Bank, mentioned that
the assumption of power by His Highness Sheikh Mishal Al-Ahmad Al-
Jaber Al-Sabah, succeeding the late Amir His Highness Sheikh Nawaf Al-
Ahmad Al-Jaber Al-Sabah, will ensure the continuity of developmental
business flow in Kuwait at a more sustainable and diverse pace. This
increases the optimistic expectations regarding the enhancement of
the country’s developmental targets and the completion of the economic reform roadmap and
its real capabilities. Al-Majed pointed out that a precise reading of His Highness the Amir Sheikh
Mishal Al-Ahmad Al-Jaber Al-Sabah’s speeches in the past period reflects that he is a national leader
targeting the adjustment of the legislative and economic structure in the country. This is through
encouraging the executive and legislative authorities to cooperate fruitfully in order to pass stalled
developmental projects and address the deep-rooted structural imbalances in the economy.

Al-Majed continued that the business community in Kuwait trusts the political leadership and its
full support for national development, including transforming Kuwait into an attractive financial
and commercial center for investment, led by the private sector. In this environment, competition
is encouraged, and competencies are elevated. He noted that Kuwait’s strong financial solvency
and the investment and financial capabilities of the private sector increase the ability to successfully
pursue efforts to achieve the desired sustainable growth.
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‘ Faisal Mansour Sarkhouh
CEO of Kamco Invest

The CEO of Kamco Invest, Faisal Mansour Sarkhouh, said: “We congratulate
His Highness Sheikh Mishal Al-Ahmad Al-Jaber Al-Sabah on taking the
reins of governance at this sensitive time that the world is going through,
especially the Middle East region, in addition to the political and economic
challenges faced by Kuwait. We have great faith in His Highness’s wisdom
in leading Kuwait to advanced positions due to his vision and firmness,
which have earned him wide appreciation in political and popular circles.”
Sarkhouh pointed out that His Highness's speech after taking the constitutional oath as the Amir
of the country had a positive echo in witnessing developments in various fields during his reign,
including education, health, and services, in addition to creating more job opportunities for youth
and growing the local economy with a greater contribution from the private sector.

Sarkhouh concluded, “We pray to God Almighty to support him in bearing this responsibility
and to guide him successfully for the benefit of Kuwait and its economy through the continuity
of implementing developmental projects and diversifying income sources by developing non-oil
industries and supporting Kuwaiti youth projects.”

‘ Abdullah Hamad Al-Terkait
Chairman of the Board at Al-Safat Investment Company

The Chairman of the Board at Al-Safat Investment Company, Abdullah
Hamad Al-Terkait, affirmed that the assumption of power by His
Highness the Amir of the country, our father to all, Sheikh Mishal
Al-Ahmad Al-Jaber Al-Sabah, represents a guarantee for Kuwait’s
renaissance. Al-Turkait stated that His Highness’s journey, during which
he played national roles recognized locally, regionally, and globally, is
bound to elevate Kuwait’s name further in various political, diplomatic,
economic, and developmental forums. Al-Turkait continued, everyone
is optimistic about His Highness assuming leadership (His Highness is a worthy successor to a noble
predecessor), making Kuwait’s elevation a top priority for His Highness. The experiences, historical
stances, and the imprints of Sheikh Mishal Al-Ahmad are the best evidence of his patriotism, love,
and care for the country and its people.

He emphasized that this journey has been marked by diligence, loyalty, and capability, reflecting
on the nation with more stability, leadership, and prosperity. This is within the framework of being
armed with experiences capable of achieving the country’s goals to transform into a pivotal and
evolving diplomatic and economic point, primarily serving its citizens and the entire region.
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‘ Tariq Al-Sultan,
Vice Chairman and CEO of Agility,

Affirmed that the history and career of His Highness the Amir of the
country, Sheikh Mishal Al-Ahmad Al-Jaber Al-Sabah, support the positive
outlook for the future of Kuwait and its economy, and subsequently
providing a suitable climate for developing productivity under the
cooperation between legislative and executive authorities. Al-Sultan
said that His Highness Sheikh Mishal Al-Ahmad, known for his decisive
actions and significant decisions in the past three years, explained that
His Highness's various treatments have helped improve the state’s
financial capabilities by adopting more effective government plans to reduce the general budget’s
dependence on oil revenues in favor of diversifying its sources. This includes increasing the
localization of human competencies in various work sectors.

Al-Sultan expects that the macroeconomic environment in Kuwait will become stronger and more
stable in the coming period, thanks to the political leadership’s adoption of the most effective
plans regarding economic development and diversifying income sources, in addition to improving
Kuwait’s positions on various global competitiveness indicators. Al-Sultan expressed his confidence
in the leadership of His Highness Sheikh Mishal for the country in the coming period, thanks to his
great wisdom and extensive experience that enables him to navigate the ship of Kuwait to safety
amidst the significant challenges on the regional and global scene.

Bader Al-Qattan
Chairman of the Board of the First Investment Company

g

Bader Al-Qattan, Chairman of the Board of the First Investment Company,
stated that the accession of His Highness Sheikh Meshal Al-Ahmad Al-
Jaber Al-Sabah to the rule in beloved Kuwait represents a significant
transition towards achieving further development and stability in the
country. Al-Qattan said, “Kuwait is filled with optimism with His Highness
taking over the reins of governance, succeeding the late His Highness
Amir Sheikh Nawaf Al-Ahmad Al-Jaber Al-Sabah - may God have mercy
on him - hoping for His Highness Sheikh Meshal to lead the nation with
his renowned wisdom towards a better and more prosperous future.”

He added that His Highness is a father to all Kuwaitis, endowed with extensive experience and
sagacity. The mutual love and immense trust he shares with his people are distinctive. His accession
reflects the will to enhance development in Kuwait, especially since his history and wise vision
strengthen hisleadershipinachieving progress and prosperity forthe country. Al-Qattan emphasized
that His Highness consistently participates in and supports Kuwait’s renaissance, seeking to bolster
economic and social development. His focus on improving various aspects of citizens’ lives and
supporting innovation is expected to play a major role in achieving sustainable progress for the
country. He confirmed that His Highness Sheikh Meshal Al-Ahmad possesses extensive experience
in various fields, through his active participation in government, economic, and social affairs. These
experiences enhance his ability to handle challenges locally, regionally, and globally, enabling him
to make wise decisions to lead Kuwait to safety.
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Evolving Global
& GCC Scenario

Launched in 2009, cryptocurrencies have witnessed rapid growth in recent years. Operating on
blockchain technology, these digital currencies facilitate direct online payments between parties.
From being niche products, they have transitioned into a more mainstream asset, serving as
speculative investment and potential payment instruments. This transformation is supported by
growing investor interest and a continuously evolving regulatory landscape.
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I Market Cap of All Crypto Currencies (USD bn)
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Source: CryptocurrencyChart; Data as of 31" October 2023

In traditional payment, tech-
nical issues in the financial
institution, account hacking,
and transfer limits are some
of the key concerns. Cryp-
tocurrency address these is-
sues by allowing direct fund
transfers between individu-
als. Unlike traditional bank-
ing systems, which may be
susceptible to single point of
failure in a payment transac-
tion, cryptocurrencies, being
decentralized in nature, ex-
hibit resilience.

Additionally, cryptocurren-
cies offer multiple benefits
such as high transaction
speed, low transaction cost,
transparency, security, infla-
tion protection etc. Howev-
er, it’s crucial to acknowledge
its volatility. Beyond supply
and demand dynamics, its
value is often influenced by
investor sentiments, govern-
ment regulations, and media
coverage, given their relative
novelty.

2022 YTD 2023

Some of the other risks asso-
ciated with cryptocurrencies
are that transactions are typ-
ically non-reversible, lack of
legal protection, and trans-
action information might be
publicly available. Moreover,
Crypto currencies pose an-
ti-money laundering (AML)
and counter-terrorist financ-
ing (CTF) risks as it enables
anonymous transfers, lack
identification and verifica-
tion for source/destination of
funds, as well as oversight.

Issue 16



INVESTUR

Advantages and Disadvantages of Cryptocurrenq;]

Advantage ] ° [ Disadvantage

Transparency

Security

Source: Motley Fool, Finance Strategists

Cryptocurrencies reached all-
time highs in 2021, support-
ed by interest from investors
such as Tesla and MasterCard,
along with their prospect
as a hedge against inflation.
However, in 2022, amid cen-
tral banks rate hikes, series
of events such as TerraUSD’s
loss of its dollar peg, the col-
lapse of FTX, and Celsius's

Decentralised systems that
do not fail at single point

High transaction speed

Inflation Protection

Regulatory and Security

Lower Transaction Fees

Environmental Concerns
on Mining of Cryptocoins

Knowledge barriers and

Potential diversification

“Globally,
cryptocurrencies
are gaining
prominence”

freezing of withdrawals con-
tributed to a decline in the
value of cryptocurrencies.
Nonetheless, cryptocurren-

Pronounced Volatility

Ambiguities

Restricted
acceptance

intricacies

cies are recovering this year,
major players like Blackrock
filing for spot bitcoin ETF,
and US Securities Exchange
Commission (SEC) is consid-
ering 8-10 filings for spot bit-
coin ETF products. The immi-
nent approval of spot bitcoin
ETF by US SEC is widely antic-
ipated. This is considered a
demand driver for the asset
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class, allowing investors to
gain direct exposure to cryp-
tocurrencies through an ex-
change listed product. With

the US ETF market valued at
USD 7 trillion, representing
an immense opportunity. It
would also give bitcoin legit-

imacy, eliminating regulato-
ry uncertainty and ensuring
strong oversight and investor
protection.’

S&P Cryptocurrency Broad Digital Market Index

(USD)
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1504 31-0Oct -2023,
[ 2,336
3,000
2,000
1,000
0 I T T T T T T T T T T T T T T T T T T T 1
~ ~ [ [ee] [ee] [ee] (o)} (o)) )} o o o — — — ()] N ~N [2g] [sg] [ag]
— — — — — — — — — (o] o~ N o~ (9] o~ o~ o~ o~ (o] (o] o~
o) c S o) c ko] o) c o] o = ko] Ko] = ko] Ko) = © Q2 = ©
g 2 o & 2 o ¢& 2 o ¢ =} o ¢ =2 o ¢ 2 o ¢ =2 o
Source: S&P;
Note: The index provides a wide performance snapshot of the cryptocurrency market and had included more than 240 coins at launch.
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Acceptance of cryptocurren-
cies has been diverse across
different regions. While El
Salvador has approved Bit-
coin as legal tender, China
has announced that all cryp-
tocurrency transactions and
facilitations are illegal. In the
US, the president passed an
executive order to ensure
responsible  development
of digital assets. Meanwhile,

the European Parliament
has supported the European
Union’s first set of rules to
regulate crypto asset mar-
kets. On a global scale, the
G20 has adopted the IMF-
FSB's synthesis paper on
crypto assets, adopting itas a
G20 Roadmap for their regu-
lation.

According to Global Crypto

Adoption Index, which ranks
countries based on the per-
centage of wealth people
invest in cryptocurrency, In-
dia ranks first. Additionally,
the country ranks second in
terms of raw transaction vol-
umes, with the US taking the
lead.

I Global Crypto Adoption Index Ranking

Source: ChainAnalysis;
Note: The index ranks 155 countries

India
Nigeria
Vietnam
U.S

Saudi Arabia
UAE
Kuwait
Bahrain

Oman

QATAR
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GCC - Acceptance from few countries and ban in

others

In line with global trends,
the response to crypto
assets in GCC is varied. UAE
has been an early adopter,
having issued its blockchain
strategy in 2016. This has
been followed by regulatory
clarity to facilitate wider
adoption- Abu Dhabi
Global Market  (ADGM)
creation of the world’s first
regulatory framework for
cryptocurrency, Dubai’s
establishment  of  Virtual
Asset Regulatory Authority
(VARA) in 2022 and passage
of federal level regulations
in early 2023.2 Saudi Arabia
announced that usage of
Bitcoin was illegal and issued
warnings about potential
risks associated with trading
other cryptocurrencies.

Young investors

are more likely
to investin
cryptocurrencies

However, the country’s
crypto market has grown,
recording a 12% yoy growth
in crypto transaction volume
between July 2022-June
2023. Given their tech-
savviness and risk appetite,
youngsters are more likely
to invest in cryptocurrencies.
Hence, GCC countries’ young
demography is favorable
for crypto adoption. For
example, in a survey, 74%
of respondents in the
age group of 25-34 were
interested in investing in
cryptocurrency, compared
to 48% of respondents in
the 55+ age group.’ Kuwait

has maintained a cautious
approach towards crypto.
In 2021, the Central Bank of
Kuwait instructed local banks
and companies to refrain
from dealing or investing in
Bitcoin and similar currencies.
Recently, the country has
prohibited use of crypto for
payments or investment,
as well as the mining of
cryptos. This move is a step
towards combating money
laundering. While Oman
and Qatar have also taken a
cautionary approach, Bahrain
has implemented regulations
governing crypto assets.

8 Chainanalysis °YouGov
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I State of Crypto in GCC

Early Adopter Regulatory framework in place

Usage of Bitcoin illegal; Cautions of risk in trading in other
Saudi Arabia ° cryptocurrencies Regulation is opaque in practice and does
__________________________ not have an enforcement mechanism Growing transaction
volumes indicates investor interest

Kuwait Prohibited use of crypto for payments or investment and
mining of cryptos

Deemed illegal

Does not consider it as legal tender

Bahrain ) o )
------------------------- ® Hasissued directives governing crypto assets

Source: Various
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According to Standard Char-
tered, factors such as recent
turmoil in the banking sector,
stabilization of risk assets as
the U.S. Fed ends its interest
rate-hiking cycle, and the im-
proved profitability of crypto
mining, present a favorable
2024 outlook for cryptocur-
rencies. However, factors
such as their relative infancy,

evolving regulatory regime,
and history of volatility call
for caution in crypto assets
investment.

Prudent assets adoption of
crypto assets appears to be
the stance of international
organizations. With the pub-
lication of their joint policy
roadmap on crypto, IMF and

FSB have advised that blan-
ket ban on cryptocurrencies
would not eliminate its risks.
Instead, they have advised
comprehensive  regulatory

and supervisory oversight.
While the road ahead is chal-
lenging, given its advantag-
es and increasing adoption,
cryptocurrencies are here to
stay.
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As avenues for investment,
the financial instruments
offered in a country’s stock
market are of interest to all
financial market participants,
be it an individual and insti-
tutional investor, or a finan-
cial intermediary. The world
of financial products is con-
stantly evolving, offering

multitude of options for in-
vestors.

In Kuwait stock exchange,
Real Estate Investment Trusts
(REITs) and mutual funds are
the investment instruments
offered. There are 151 listed
companies across different
sectors, with 1 listed REIT

INVESTUR

(KFH Capital REIT) and 49
mutual funds. While financial
services and real estate dom-
inate the market in terms of
number of listed companies,
banking is the dominant sec-
tor in terms of market capital-
ization.

Distribution of the Number of Listed
Companies by Sectors

Basic Materials, 3

Telecommunications, 4

Energy, 6

Insurance, 8

Banking, 10

Consumer
Discretionary, 13

Source: Boursa Kuwait; Data as of 15" November 2023

Industries, 23

Health Care, 3

Consumer Staples, 2

Utilities, 1

Technology, 1

Financial Services, 44

Real Estate, 32
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Distribution of Market Cap of Listed Companies
by Sectors

Basic Materials, 1.1%
Insurance, 2.3% ————— Health Care, 0.6%
Utilities, 0.5%

Consumer Discretionary, 2.6 %

Energy, 0.5%

Real Estate, 6.3% Consumer Staples, 0.5%

Technology, 0.0%
Banking, 60.4%

Industrials, 7.7%

Telecommunications, 8.3%

Financial Services, 9.2%

Source: Boursa Kuwait; Data as of 15" November 2023

The exchange introduced REITs in 2020 and currently has 1 listed REIT - KFH Capital REIT, with net
assets of KD 58.15mn as of 30 September 2023. From 2022 to September 2023, Kuwait has approved
and provided private marketing license to more than 50 funds. However, only two funds have been
launched, with a geographical focus on Kuwait.

The investment sector has been always able to be a major

contributor to the Kuwaiti economy
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Geographical Focus of Mutual Funds
Launched in Kuwait (2022- September 2023)

Geographical
Focus

North America

() E)

Undisclosed us

Sl

Source: Various

Kuwait

I Need for More Products

MENA

UK

While Boursa Kuwait experi-
enced an uptrend in liquidity
since 2018, aided by its inclu-
sion in the MSCI Emerging
Markets (EM) index and the
upgrade to Emerging Mar-
ket status by S&P and FTSE,

it has largely declined over
the years. The trend appears
to continue in 2023, declin-
ing from 2022 levels. While
broader = macro-economic
factors, such as interest rate
hikes and sticky inflation, the

decline is also attributed to a
considerable number of del-
istings; with 5 delistings in
2023 and 13 in 2022.
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I Traded Value in Boursa Kuwait (KD bn)
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Source: Boursa Kuwait

The number of avenues for investment in Kuwait has room for growth, particularly in the IPO Space,
which is currently less active compared to regional peers such as Saudi Arabia and UAE. The most
recent listing in Kuwait is that of Ali Alghanim and Sons in June 2022. In contrast, there were 18
IPOs in Saudi Arabia, 3 IPOs in Abu Dhabi Securities Exchange and 1 in Dubai Financial Market in
H1 2023

I Number of IPOs in GCC (2019-9M 2023)
1 3 2 1 0

= Kuwait

Saudi Arabia 5 5 20 47 23
B UAE - - 5 12 4
I Qatar 1 - 3 - 1
B Oman 1 1 1 1 1
- I Bahrain - - - - -

Total 8 9 31 61 30

Source: Refinitiv, EY
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However, the bourse is taking
steps in this regard. In 2022,
officials from the bourse vis-
ited over 100 family owned
and retail businesses, high-
lighting the importance of
listing. The government’s
initial steps towards strate-
gic privatization by approv-
ing creation of Kuwait Postal
Company is also a positive
development. A draft law fa-
cilitating the establishment
of Kuwait Postal Company
as a public Kuwaiti share-
holding company, wholly
owned by the state with a

capital of KD 50 million, has
been approved by the Na-
tional Assembly. As of 3ist
October 2023, the draft law
has been referred to the Na-
tional Assembly following

“A capital of KD 50
million, has been
approved by the

National Assembly”

the approval by the Council
of Ministers. Boursa Kuwait
is also working on launching

INVESTUR

Central Counterparty Clear-
ing (CCP) and plans to launch
ETFs and corporate fixed in-
come platforms once CCP
is launched. It has initiated
discussions with local debt
issuers to list their securities
on its platform. Having intro-
duced market making model
in 2016, the exchange has 7
market makers. In the com-
ing four years, Kuwait plans
to develop its capital market
system to qualify for inclu-
sion as advanced emerging
market on the FTSE Russell
index.

Introducing new products such as derivatives and ETFs could aid in improving

liquidity and market depth.

ETFs

Exchange Traded Funds have
the potential to enhance in-
vestor interest by providing
liquidity, lower costs, ac
cessibility, and greater tax
efficiency relative to other
investment vehicles. Al-

though ETFs are yet to be
introduced in Kuwait, some
GCC exchanges already of-
fer ETFs. Abu Dhabi Secu-
rities Exchange introduced
its first ETF in August 2020.
Following a rebranding of its

ETF platform in November
2022, traded value of ETFs on
the exchange reached USD
1.2 billion as of October 11,
2023, marking a 364% yoy in-
crease."

" Middle East Economy
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| ETFsinGec

Year of Introduction No. of ETFs

B saudiArabia 2010
= UAE Dubai Financial Market 2017
[’ Qatar 2018
= UAE Abu Dhabi Securities Exchange 2020

Source: Various

Derivatives

Derivatives play a role in
enhancing  liquidity by
facilitating interaction
between the derivative
marketandunderlying stocks.
It provides opportunities for
hedging and risk transfer,
and enabling better price
discovery for the underlying
assets.

Derivatives are not new to
Kuwait. While the country
had offered options in 2003,
Kuwait’s CMA suspended
trading offinancial derivatives

Products such
as derivatives

are needed to
increase the
liquidity in the
market

atthe stock exchangein 2016.
Presently, the CMA limits

8
2
2

10

services related to financial
derivatives to professional
clients, and the offering

or issuing of financial
derivatives in  Kuwait is
not permitted. Boursa

Kuwait plans to reintroduce
derivatives trading as part
of Phase IV, the fourth phase
of its market development
plan.

Exploring securitization and
corporate bond issuances
could strengthen capital
market liquidity.
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Investment Companies play
a vital role by providing
economies of scale through
pooling small savings, to pro-
mote market liquidity. The
involvement of institutional
investors improve the level of
professionalism within mar-
kets, as it necessitates high-
er information requirements
and increased transparency.
Globally, investment funds
are witnessing a heightened
interest with AUM of equity
and bond investment funds
increasing by a factor of six to
almost USD 40 trillion from
2009 to 2022.

Given their importance
and positioning in the
capital market ecosystem,
investment companies havea
key role to play in identifying
and designing investment
products tailored to investor
needs. They are instrumental
in the listing and marketing
of these products, thereby
contributing to  capital

market development, such as
the launch of the first options
fund by Markaz and listing
of first REIT by KFH Capital
in Kuwait. In UAE, Chimera’s
listings of different ETFs.
Globally,

product options

offered by  investment
management companies are
also expanding - active ETFs,
direct indexing, thematic
funds that focus on ESG,
emerging technologies,
among others.

In conclusion, while there
is room for growth of
investment instruments
in Kuwait capital market,
investment companies have
a key role to play in the
introduction and adoption of
these instruments.
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Al Safat - Cap Corp and
KFH - AUB:

Mergers in Kuwait

Given the various benefits offered by mergers and
acquisitions (M&A), such as cost synergies, increased
in market share, exposure to new markets, improved
efficiency etc.
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Given the various benefits
offered by mergers and
acquisitions (M&A), such as
cost synergies, increased in
marketshare,exposuretonew
markets, improved efficiency
etc. they have captured the
interest of companies and
other market participants. In
recent months, Kuwait has
witnessed two key M&As
- Kuwait Finance House
(KFH) - Ahli United Bank
(AUB) merger and Al Safat
Investment Co. - Cap Corp
Investment Co. merger. The
KFH-AUB merger has been
noteworthy since it would
result in creating the second
largest Islamic bank in the
world.

In July 2018, KFH and AUB
signed an agreement to
merge their  operations.

The share swap ratio had
been one share of KFH for
every 2.695 AUBB shares.
The Central Bank of Kuwait
(CBK) had granted its initial
approval for the merger and

the deal was subject to due
diligence, with HSBC and
Credit Suisse preparing the
valuation report. However,
the deal was shelved due to
CovID-19.

In  October 2022, KFH’s
successfully completed its
USD 11.6bn acquisition of
Ahli United Bank, creating
the world’s second-largest
Islamic bank and the sixth-
largest bank by assets in the
GCC, with a combined asset
size of USD 118bn. As part of
the merger, Ahli United Bank
Bahrain’s subsidiary in Kuwait
(AUB  Kuwait) would be
converted into a digital bank,
at the request of the Central
Bank of Kuwait (CBK). After
the acquisition, AUB would be
rebranded to become Kuwait
Finance House-Bahrain as a
wholly-owned subsidiary.

The merger led to an almost
doubling of Kuwaiti banks’
weights in the MSCl EM
index. Cost synergies were

INVESTUR

expected to be in the range
of 10-12% of the combined
cost base!?> As both banks
are Sharia compliant Islamic
banks, merging operations
would form a stronger
entity that consolidate KFH'’s
dominance in the Islamic
banking space. According to
Fitch, KFH's market share in
Kuwaitincreased to 28% from
22% of domestic assets. In
addition to KFH gaining entry
into six new markets, EPS
accretion and cost synergies
were some benefits of the
merger.® KFH had reported
its biggest quarterly profit
in Q1 2023 at KD 162.1mn,
a 133.2% yoy increase,
reflecting the benefit of the
acquisition. EPS increased
by 67.6% yoy in Q1 2023.
The markets have received
the merger positively with
KFH’s share price increasing
by about 100% since the
announcement of the merger
agreement in July 2018.

2Marmore '* Marmore
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I Share Price Movement of KFH and AUB

July 2022 - KFH Board approved the
1.0 new revised share exchange ration
of 1 KFH share for 2.695 AUB

0.9 October 2022 - Announcencement of
October & December 2019 - KFH announces completion of Merger
08 receipt of the CBB's and CBK's conditional
: approval to start acquisition procedures of AUB
0.7

2020- Agreement to
postpone merger due to

COVID-19
0.6 July 2018 - KFH and

AUB initial agreement

for merger
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Source: Refinitiv

On June 1, 2022, Al-Safat Company will be half (0.5) share price increased by 41%

Investment Company had that of Al-Safat Investment on June 2, 2022, driven by
announced that it had Company share. Through the optimistic market sentiment
reached a  preliminary merger, the company aims anticipating favorable
agreement to merge by to increase revenue from outcomes from the potential
amalgamation with Cap fee and commission clients’ merger. However, the
Corp Investment Company. portfolios by approximately price has since stabilized,
Upon completion of the 20%. The assets are expected experiencing a subsequent
merger process, Cap Corp to increase to approximately decline of 38% as of
Investment Company K.S.C.C. KD 51mn, representing a October 31, 2023. Upon the
was dissolved, while the 39% increase and AUM completion of the integration
shares of Al-Safat Investment is anticipated to reach process and the inclusion of
Company K.S.C.P. continued approximate USD 250mn. new financial figures in Al-
trading. The indicative Safat’s statements, the share
swap ratio for each (1) share After the merger price is likely to respond
of Cap Corp Investment announcement,  Al-Safat’s accordingly.
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I Share Price Movement of Al Safat
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Al Safat - Cap
Corp Merger:
Success Story &
Future Prospects

Kuwait embarks in a new promising era under the leadership of His Highness the Amir Sheikh Mishal Al-
Ahmad Al-Jaber Al-Sabah. As His Highness highlighted on several occasions, regional and international
challenges necessitate that Kuwait remains vigilant and prepared. This process includes various challenges;
chief among which is transforming Kuwait’s economy into a more diversified and sustainable one; an
effort spearheaded by His Highness Sheikh Mishal since his time as Crown Prince. This includes efforts to
strengthen bilateral relations and fostering further economic cooperation, notably with China. Through his
clear vision, Kuwait looks poised to be back on track of development.

Could you explain us in detail about the rationale for the merger?

The merger between Al Safat
Investment Company K.S.C.P.
and Cap Corp Investment
Company K.S.CC. is driven by
a strategic vision to enhance
synergies and amplify
shareholders’ value. Cap Corp
was carefully chosen for its
alignment with the company’s

values, and the merger is
poised to deliver higher
operational effectiveness in

terms of revenue, cost, and
financial synergies. This process
adheres to Kuwaiti laws and
involves essential steps such

as due diligence, independent
valuation reports, and
regulatory approvals.

The financial implications of
the merger are significant,
with an indicative swap ratio
valuing each share of Cap
Corp Investment Company
at half (0.5) that of Al Safat
Investment Company. A
targeted capital increase of 35.3
percent, equivalent to KD 10
million, is expected to raise the
company’s capital to KD 38.3
million, contributing to a 19%
increase in the company’s book

value. The strategic move aims
to create a larger and stronger
investment entity, broaden
market share, and increase
market  value,  benefiting
shareholders through
expanded revenue streams.
Post the integration process,
Al-Safat Investment Company
anticipates growth in assets
to about KD 51 million, a 39%
increase, leading to managed
assets totaling $250 million
with a growth rate of 48%.
The company also envisions a
diversified income flow from its
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balanced portfolio, including
investments in associates across
investment, real estate, and
information technology sectors.

Additionally, the merger is
seen as an opportunity to
augment human resources with
specialized and experienced

dlamll

Elaall

L

professionals, playing a pivotal
role in realizing the company’s
strategic goals and direction for
the future.

Tiall
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When do you expect the merged entity to be fully operational and what
are the goals for the new entity?

As we approach the conclusion
of our integrated planning, we
anticipate the fully operational
status of the merged entity by
2024.Currently, the organization
is diligently navigating the final
stages of this process, including
the seamless transition of
assets and the restructuring
of our management and
organizational framework.

In terms of leadership and
organizational dynamics, we
are currently in the process
of formally announcing
a restructuring initiative,
subsequent to the integration
process. This organizational

adjustment emphasizes our
dedication to enhancing the
configuration of the newly
merged entity, with a focus on
aligning it with our strategic
objectives. The integration of
Al Safat Investment Company
brings on board a team of
skilled professionals endowed
with extensive expertise and
specialized competencies.
We foresee their invaluable
contributions playing a pivotal
role in recognizing the goals
and strategic direction set for
the new entity. Specifically,
our focus lies in enhancing
our market position through

judicious assets restructuring
and disposal. The proceeds
from these activities will be
strategically directed towards
income-generating assets,
aligning  with  our vision
for sustained growth and
profitability. In essence, our goal
for the new entity is to leverage
the collective strengths of
both entities, capitalize on the
diverse skill sets within the
team and execute a strategic
vision that ensures a robust
market presence and sustained
financial success.

In your opinion, what would be the impact of this merger on the investment

landscape in Kuwait?

The timing of this merger is
particularly noteworthy given
the current economic climate

in Kuwait. With the expected
negative growth rate in real
GDP in 2023, of approx. 0.7%

in 2023 compared to 9% in
2022, primarily attributed to
reduced oil production due
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to the country’s adherence to
additional OPEC+ production
cuts, the investment landscape
is poised to experience
a significant impact. This
contraction will inevitably put
pressure on various sectors,
including investments.

In such a challenging economic
environment, the merger and
acquisition landscape become
increasingly pivotal. Investment
companies with robust
fundamentals are presented
with opportune moments to
engage in strategic mergers
and acquisitions. By doing so,
these companies can harness
synergies, foster growth and
fortify their market share and
positioning.  This  strategic
approach becomes imperative
as companies seek innovative
ways to navigate and thrive in
an evolving economic scenario.
The recent trend of mergers in
Kuwait over the past few years
underscores the proactive
stance taken by industry
players to adapt to changing

economic conditions. Al-Safat
Investment Company’s decision
to pursue this merger aligns
with this trend, signaling a
strategic move to position itself
as a boutique Islamic Company
with thematic products.
This realignment is carefully
tailored to match the evolving
preferences of its client base.

Through this merger, Al Safat
Investment Company is not
only responding to economic
challenges; it is proactively
reshaping its identity and

strategic focus. By doing so, the
company aspires to emerge as
a well-positioned investment
entity in the sector, utilizing
inorganic growth strategies

to create a distinctive market
presence and cater to the
evolving needs of its clientele.
In essence, this merger is a
testament to the company’s
forward-thinking

approach

in navigating the dynamic
landscape of the Kuwaiti
investment sector.

Whatis your opinion on the growth of market making in Kuwait and is your
firm taking initiatives for entering the business?

Al Safat Investment Company
recognizes the integral role of
market makers on the Kuwait
Stock Exchange, where they
play a pivotal role in providing
liquidity to ensure market
stability. By providing liquidity
and enhancing the average daily
traded value (ADTV) of listed
stocks, it aims to mitigate price
volatility. This approach not only
strengthens investor confidence
but also appeals to larger
funds and portfolio managers,

thereby reducing liquidity risks
and cultivating an environment
conducive to significant stock
investments.  The  growth
potential of market making in
Kuwait seamlessly aligns with Al-
Safat Investment Co.’s strategic
vision for expanding its product
offerings. Acknowledging the
positive impact that a Market
Maker license can have on the
local stock market, our Board
of Directors has endorsed
comprehensive  studies  to

facilitate the acquisition of
this license. This decision
underscores our commitment
to adapting to evolving
financial dynamics and actively
contributingtothedevelopment
of Kuwait’'s money market.
Our Executive Management is
proactively engaged in meeting
the requirements set by the
Capital  Markets  Authority,
securing initial approval for
the implementation of market-
making activities. In essence,
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our deliberate steps toward
market making exemplify our
commitment to being a key
player in Kuwait's evolving

money  market landscape.
We anticipate contributing
to market growth, upholding
regulatory  standards and

INVESTUR

fostering operational excellence
to enhance the overall health
and attractiveness of Kuwait’s
financial markets.

What do you think are the growth drivers and challenges for the
investment sector?

The investment sector in
Kuwait is  characterized
by a numerous of growth
drivers and challenges. One
of the primary challenges
stems from Kuwait’s heavy
reliance on oil, constituting
approximately 90% of total
exports. This over-reliance
underscores the undiversified
nature of the economy,
impeding growth in the non-
oil sector and positioning
Kuwait as having the least
diversified economy among
GCC countries. Adding to
these challenges are Kuwait's
low rankings in business
and competitiveness
indices, which obstruct the
development of a robust
investment climate. The
country grapples with a
shortage of foreign direct

investments, resulting
in a dearth of domestic
investment opportunities
and an outflow of excess
savings. The combative
political  system  further
complicates matters, leading
to sluggish reforms and
policy implementations.
The geopolitical tensions in
the region, combined with
the flight of liquidity to safe
havens, contribute to the
intricate  landscape faced
by Kuwait’s investment
sector. These challenges
collectively emphasize
the imperative need for
comprehensive reforms
and strategic initiatives to
cultivate a more diverse,
competitive, and resilient
investment environment
in  Kuwait. Despite these

challenges, there are positive
indicators.  The  non-oil
sectors are ready for robust
growth, with an anticipated
4.6% increase in 2023. This
growth is driven by factors
such as private consumption,
fixed investments, and a
more lenient fiscal policy in
response to relatively high
oil revenues. Additionally,
the Amir His Highness Sheikh
Mishal Al Ahmad Al Jaber Al
Sabah, seeks to transform the
Kuwaiti economy into a more
diversified and sustainable
one. This includes efforts to
strengthen bilateral relations,
notably with China, resulting
in fruitful outcomes and
fostering further economic
cooperation.
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Overview

The investment sector has
been always able to be a major
contributor to the Kuwaiti
economy, where the investment
and financial services companies
have played a vital role in updating
all sides of the national economy,
the matter that have had a positive
impact on attracting foreign
investment and activating the role
of the private sector in the growth
of the Kuwaiti economy.

Proceeding from the importance
of this sector, the Union of
Investment Companies (UIC) was
established, which was published
in January 2005. Currently, it

it ¥l Gl i alad

UNION OF INVESTMENT COMPANIES

brings together 28 investment
and financial services companies
in its membership. The scope of
the investment sector in Kuwait
also includes providing financial
services under the provisions of
Islamic Sharia, and the number
of Islamic investment companies
that are members of the UIC is 12
companies.

The total number of investment
and financial services companies
licensed by the Capital Markets
Authority reached 45 companies
by the end of December 2023, of
which 19 companies operating
under the provisions of Islamic

Objectives of Union of Investment Companies (UIC)

To promote and develop
investment sectors using the
best material capabilities and the
available human expertise of the
members.

To prepare technical and specialist
studies and research in the
development and promotion of
the investment sector.

To consult and exchange opinion
with all institutions of the
State to achieve the interests
of the members and national
economy. Further to cooperate
with different government and
private authorities concerned with
investment sector related to the
union’s activities and to remove
the impediments that may face
the members.

To give opinion on the draft laws,
proposals, rules, regulations, or
orders pertaining to different
shapes of investment or
economics, either directly or
indirectly as well as those relating
to regulation of the investment
or the licensed companies,
supervision and control of the
same.

To organize and participate
in the local and international
conferences, seminars and courses
relating to the investment or
economical business, to circulate
theconclusions,recommendations
and research presented therein
among members of the Union.

To promote the professional and
cultural level of the members, and
to setup and organize the social

Sharia, presenting a percentage
of 42% of all licensed investment
companies.

Total assets of listed investment
companies (registered  under
the financial services sector in
Boursa Kuwait) reached 21.06
billion Kuwaiti dinars, of which
2.73 billion dinars are the share of
investment companies licensed by
the Capital Markets Authority. The
assets of UIC member investment
companies represent 2.19 billion
dinars, or 10.4% of the total assets
of listed investment companies.

activities of the members of the
Union.

To publish advertising literature
to promote investment and
commercial culture in the society
and among members of the
Union.

To hold specialized training
coursesinfinancial and investment
fields and in the activities of the
companies’ members of the Union
and the economical and other
related entities. For the purpose of
developing and rehabilitation of
its employees.

The right of filling a case for the
defense of the union members’
public interests and rights without
prejudice to the right of litigation
of each member.
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