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President's Message

Investment companies and upgrading Boursa Kuwait

uwait seeks to achieve its 2035
Kvision with a focus on developing

non-oil sectors, the most important
of which is investment, which is highly
significant in achieving an integrated
development plan as well as value-
addition and competence of Kuwait's
economy on both regional and
international levels.

In a major strategic step towards achieving
this vision, UIC continues to review local
and regional economic developments and
closely follows up the challenges faced by
the region in general and Kuwait in
particular, bearing in mind the recent
substantial shift of upgrading the Kuwait
Stock Exchange (Boursa Kuwait) as an
‘Emerging Market’, thanks to the efforts
exerted by the Capital Markets Authority,
Boursa Kuwait and Kuwait Clearing
Company in applying the highest
legislative and regulative standards.

The upgrade to an emerging market will
positively lead to attracting both local and
foreign investments, be they individual,
corporate or by local and international
corporations, with the result of increasing
capital flows, liquidity and diversifying
the tools of investment at Boursa Kuwait,
which will benefit the national economy
in general and investment companies in
particular.

As aresult of this upgrade, Boursa Kuwait
joined the FTSE index of secondary
emerging markets that is based on listed
companies’ market value and is issued by
FTSE Russell. In its initial report, the
company nominated nine Kuwaiti
companies listed on Boursa Kuwait to be
included in the FTSE index to reflect the
image of leading and strategic companies
in Kuwait.

Here comes the role of UIC in the form of
the hard work and constant contact with
the CMA and Boursa Kuwait to make this
upgrade process successful and start

paving the way for investment
opportunities that suit the goals and
ambitions of international investors,
reviewing new laws and legislations
serving investment companies operating
in Kuwait, providing specialized advice
and consultancy, and having UIC’s
professional arm - the Investment Studies
Center (ISC) - hold seminars and
workshops that would contribute to the
observation of the new investment tools
by investment companies’ staff, in
addition to holding proper training
courses on the latest developments and
new investment elements.

We are working hard to constantly
communicate with all the sides involved
in investment in order to develop the
investment sector’s legislative and
organizational infrastructure as well as
supervisory and monitoring systems. We
do hope to make the Kuwait investment
sector a regional role model for regional
investment companies to follow.

With the aim of boosting investment
awareness of all investment companies
operating in our beloved country, we, the
UIC, will spare no effort in responding to
all suggestions and inquiries we receive.

Finally, we at UIC are constantly working
on developing our missions and goals,
hoping to be up to your anticipations and
expectations. We always welcome your
remarks and proposals to achieve such
goals.

Speaking for myself and on behalf of all
UIC staff members, I would like to thank
you for reading the second issue of our
magazine, hoping that it will meet the
ambitions of those working in investment
or interested in it, and with Allah’s
assistance, hope to make it locally,
regionally and internationally better.

Bader Nasser Al-Subai’e
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Special Situations Asset Management

Wind down management of difficult

assets shouldn't be a drain on
financial & management resources

Managing difficult and non-core assets for eventual realization is very
challenging, complex, costly and time consuming, effectively becoming a
drain on financial and management resources. Through hands-on approach,
our specialized Special Situations Asset Management team is well positioned
to provide you with unique, comprehensive and customized asset
management solutions leveraging on their multi-asset class experience,
reach and track record.

To discuss your difficult assets portfolio and how we can add value,
call us on (965) 2295 1382 or spstteam@global.com.kw.
www.globalinv.net
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y Investor Briefs

Kuwaiti firms investing in UAE Investment &

the GCC'’s
energy future

Kuwaiti businesses are growing in the UAE. The number of Kuwaiti firms operating
in Dubai jumped from 405 companies in 2015 to 592 by end of 2016, according
to the Dubai Chamber of Commerce. Companies include everything from well-es-

tablished corporations to local startups spreading out regionally.

VAT to increase costs for real estate investors

KUWAIT: A survey of local invest-
ment professionals across the GCC
region reveals that real estate is likely
to become a costlier investment fol-
lowing the implementation of val-
ue-added tax (VAT) in January 2018.
The survey assessed the views of CFA
society members in the United Arab
Emirates, Bahrain and Kuwait. With
VAT set to be applied on the first sale
of properties, 87 percent of invest-
ment professionals said that some
or all of the additional expenses in-
curred by real estate firms will be
passed on to investors.

Other findings showed that over half
(54%) of CFA Society members sur-
veyed believe that retail investors will
be impacted more than institutional
investors from the rollout of VAT, with
only 4% stating that institutional in-
vestors would face greater impact.

Additionally, a majority of the invest-
ment professionals surveyed indicat-
ed that their international business
partners are not being deterred by the
introduction of VAT, with only 18%
saying that this is creating a negative
reaction from them.

“The concerns regarding VAT in the
region are largely one of perception
rather than policy. While it is true
that certain areas of the economy
will witness marginal higher costs
being incurred, this should not deter
regional and international investors
in a significant way,” explained
Mijbel Al Qattan, CFA, President of
CFA Society Kuwait. “Additionally,
with the government revenue this
will generate, liquidity levels in the
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market are expected to improve;
which should increase investor
confidence and appetite.”

Greater regulation, event with
taxation could be a plus, Al Qattan
argues.

“In the eyes of investors, creating a
more regulated environment with
greater financial transparency should
be a positive development since this
is the model in developed econo-
mies,” he said. “Given that taxation
at higher rates is a norm around the
world, the GCC will continue to be
attractive as average tax rates are low-
er than almost all other major mar-
kets. With regional financial markets
expanding, the potential MSCI inclu-
sion for Saudi Arabia, investment in
commercial infrastructure and eco-
nomic diversification programmes
underway, the GCC will continue to
remain a market of opportunity for
the investment community.”

Respondents also indicated that their
companies are either in the process
of getting ready (37 percent) or un-
prepared (25 percent) for VAT im-
plementation in January 2018; with
22 percent saying that their firm has
made the adequate preparations for
VAT implementation.

Methodology

The survey was conducted online
from 19th September to 7th Octo-
ber 2017. Participants included 140
CFA members of CFA Societies in the
United Arab Emirates, Bahrain and
Kuwait.

The GCC's energy bal-
ance will shift in the
years to come as the
region diversifies away
from oil and gas both
as a revenue source
and energy source. Be-
tween 2017 and 2040,
the Middle East &
North Africa (MENA)
region will see 530GW
of new power gener-
ating capacity com-
ing online. Around
358GW, or 63%, will
be in renewables and
130GW, or 23%, will
be gas, according to
Bloomberg’s latest
New Energy Outlook
2017.

Bloomberg also pre-
dicts that installed
power generating ca-
pacity in the MENA
region will move from
93% fossil fuels to
53% zero-carbon over
the 2017 to 2040 pe-
riod. The region be-
comes less reliant on
oil and more reliant
on gas. Gas provides
over half of genera-
tion by 2040; coal and
gas capacity in MENA
fall from 93% to 47%
as renewables grow
sixteen-fold by 2040.
Meanwhile, two thirds
of all new capacity ad-
ditions to 2040 will be
solar and wind, driving
$361 billion of invest-
ment.
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Budget financing options and
potential macro-financial
implications for Kuwait
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ith a few exceptions, Kuwait has

not had to borrow for decades,

and its domestic debt markets
have therefore remained underdeveloped.
The country has recorded budget surplus-
es since the early 1980s, with the excep-
tion of first half of the 1990s.

With the emergence of budget deficits
and financing needs since 2015/16, the
government has had to reassess its fi-

nancing strategy. The current plans en-
tail a combination of (i) domestic and
external borrowing; (ii) a drawdown of
GRF assets; and (iii) continued manda-
tory transfers to the FGF to be invested
in higher-yielding assets. The government
has also taken initial steps to develop its
debt management capacity by establish-
ing a high level debt management com-
mittee, supported by a newly-created

Investment Companies Operations

Investment Companies' Operations, 2002-2016

(KD billions)
June
2002 2005 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Investment companies
Conventional
Number 27 33 40 46 46 46 44 43 42 40 38 36
Assets 35 6.7 94 9.5 76 73 6.9 6.6 59 58 5.7 54
Islamic
Number 1 23 38 53 54 54 51 50 50 49 47 45
Assets 09 28 6.6 78 70 6.5 54 52 48 47 43 43
Conventional + Islamic
Number 38 56 78 99 100 100 95 93 92 89 85 81
Assets 43 94 16.0 17.3 14.6 137 123 1.9 10.7 10.5 10.0 9.7
Off-balance sheet
Assets 15.5 254 222 204 20.6 201 18.1 18.9 202 19.2 18.6
Total Assets 43 250 414 39.5 35.0 343 324 30.0 296 30.8 29.2 282
Percent of GDP 105.8 127.0 99.7 114.9 103.7 76.0 61.6 59.9 66.4 85.1 84.5
Percent of banking assets 1156 116.4 100.7 86.9 829 76.6 64.7 58.9 56.0 50.7 47.2
Assets, 2001-June 2016 Foreign Liabilities, 2007-June 2016 Foreign Assets, 2007-June 2016

(KD billions)

Conventional investment companies

(KD billions)

esmmms Financing from Local Banks (percent of total liabilities)

(KD billions)

e Foreign Assets

Islamic investment companies

Total of investment companies including fiduciary

Total of Conventional and Islamic

=@ e Coreign Liabilities (percent of total liabilities)
e Own Funds (percent of total liabilities)
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@™ @ e Totg| Assets (rhs)
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debt management unit (DMU).

Choosing the financing mix in the con-
text of a comprehensive asset and liability
management (ALM) framework is import-
ant. This entails basing decisions not only
on the cost of borrowing versus return on
assets, but also the financial characteristics
of sovereign’s assets and liabilities to limit
potential mismatches and risks, including
interest rate and exchange rate risks.

The tradeoffs should also be viewed from
a self-insurance perspective, where higher
borrowing costs can be seen as an insur-
ance premium against possible liquidity
shocks. Increased formal coordination
between the ministry of finance, the CBK,
KIA, and other relevant agencies, and im-
provements in the timeliness of published
fiscal accounts and the disclosure of gov-
ernment assets would help ensure effec-
tive asset and liability management.

Financing mix decisions should also be
guided by a broader set of institutional,
financial and macroeconomic consid-
erations. These include macroeconomic
conditions, absorptive capacity and de-

gree of domestic financial market devel-
opment, and institutional capacity, includ-
ing of managing debt.

The potential macro-financial conse-
quences of the various financing options,
for example on banks, liquidity, private
sector credit, and central bank reserves
should be carefully assessed. In this con-
text, external borrowing would help miti-
gate pressures on domestic liquidity and
support central bank reserves. Establishing
risk-free government yield curves through
domestic and external borrowing would
also help develop the private debt market.

Effective debt management and develop-
ment of the debt market require sound
institutional and legal frameworks. To this
end, a formal debt management strategy
with clear objectives and division of re-
sponsibilities among concerned agencies,
operationalizing the DMU, developing
cash management capacity, and moving
towards a market-based auction system
that allows for price discovery would be
important. Other key steps include broad-
ening the investor base (to include Islamic

Issue 2



banks, investment companies, the pen-
sion fund and insurance companies), ad-
dressing legal constraints to government
borrowing and sukuk issuance, and devel-
oping the secondary markets to facilitate

......................................................................... INVESTOR

the development of financial markets for
corporates.

Source: IMF Country Report No. 17/15 - Jan-
uary 2017

1 See IMF Selected Issues Paper "Budget Financing Options and Potential Macro-Financial Implications".

2 Financing through drawing assets in the GRF or external borrowing would result in equivalent transters of
foreign exchange to the government s account at the CBK.

Fiscal Developments

Kuwait Government Revenues, 2008-15
(KD billions)
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Investment implications of
global demographic shifts

Demographics are changing

Big rise expected in the +65 aged population
Source: United Nations

Issue 2
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2015 2050
% ﬁ 2015 2050
20152050 Ap ageing global population and dropping fertility
O rates are reshaping the world economy through a
@ shrinking labor force, changing productivity, and
are altering consumer behavior and savings and
investment trends.
2015 2050

NBK-CAPIAL

s people live longer and fertility rates
Adrop around the globe, the world

population is ageing and the overall
workforce is shrinking. This is developing
into a major concern, especially for indus-
trialized nations where fertility rates have
dropped below the long term maintenance
level of 2.1 and where an expanding el-
derly population is exercising pressure on
economic resources through increasing de-
mand on healthcare services and pension
plans.

Societies across the globe are ageing, with
the cohort of older people that have retired

or are about to retire (aged 64+) increasing
much faster than the young cohort (aged
0-15) which are supposed to replace the
retirees to preserve a balance in the work-
force. Such changes will alter macroeco-
nomic variables through channels such as
savings and investment behavior, spending
patterns, ability and willingness to take in-
vestment risks, and labor force productivity.

Such demographic shifts could have seri-
ous economic consequences, such as low
inflation, low interest rates, less effective
monetary policy, and lower productivity
and economic growth across the world.
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Fertility Rate - OECD
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Population growth was found to affect in-
flation positively, moving aggregate de-
mand higher and faster than aggregate
supply, thus leading to inflation. When the
opposite happens, it is only logical to con-
clude that it will be deflationary. This has
significant implications on the spending
patterns of the general population. Young-
er cohorts are generally net borrowers and
their consumption patterns tend to be more
inflationary. By mid-age, they become
net savers, they invest, and they have the
ability and willingness to take investment
risk. By retirement age, they start spending
from their savings and pension, they risk
tolerance declines and their consumption
trends become deflationary.

Although inflation has been on the rise
since the beginning of 2015, the concern
has recently been about deflation rather
than an overshoot in inflation. Inflation
could either be imported or homegrown. A
strong home currency would mean cheaper
imports and is therefore deflationary. This
is the case of the United States currently.
The US dollar index has increased by more
than 25% since mid-2014 on the back of
a diverging monetary policy with the rest
of the world and a more stable economy.
Today, the opposite is happening in Europe
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Younger cohorts are
generally net borrowers and
their consumption patterns
tend to be more inflationary.
By mid-age, they become
net savers, they invest,

and they have the ability
and willingness to take
investment risk.

2012

2014

3.5
33
3.1
2.9
2.7
2.5
2.3
2.1
1.9
1.7
1.5



et iINVESTOR

By the same token, the
relationship between

inflation and money supply

is demand driven

and the UK, as inflation in both seems to be
picking up at least partly due to weakness
in the euro and the British pound.

Homegrown inflation, on the other hand,
results from pressures on resources. It is
the “too many dollars chasing too few
goods” principle. By the same token, the
relationship between inflation and money
supply is demand driven. If inflation was
driven by the supply of money, it would
have been straightforward to reflate. How-
ever, inflation is driven by the demand for

Age Group Distribution - OECD

Population ages 64- 15 (% of total) @ Population ages 64- 15 (% of total) @ Population ages 14 - 00 (% of total)
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money, which makes it a demographic is-
sue. Changing economic dynamics and an
aging population seem to have the effect
of smoothing and elongating economic
cycles. Economic growth will have to be
driven more by productivity and less by
leverage.

An ageing global population and drop-
ping fertility rates are reshaping the world
economy through a shrinking labor force,
changing productivity, and are altering
consumer behavior and savings and invest-
ment trends. In such an environment of
moderating economic growth, low lever-
age and historically low interest rate levels
and inflation, it becomes increasingly diffi-
cult to conceive high returns for traditional
asset classes. It follows that non-traditional
asset classes such as alternatives, private
debt and illiquid strategies, in general, are
increasingly gaining investors’ interest in
their quest to capture the extra return of-
fered by these instruments.
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*Visit NBK Capital’s website to read the full report:
www.nbkcapital.com
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Startups for the Kuwaiti soul

By Abdullah Hamad Al Terkait

uwait is a quiet country that shies away from the limelight, but is very
Kpowerful when it has to be. The youth in Kuwait comprise 67% of the

population; the majority are Arab but also consist of other nationalities.
As is evident all over the world, social media has taken over the daily lives
of each and every young mind.
Given the fact that Kuwait has a social media penetration of 96%, it is also
home to the Gulf Cooperation Council’s most affluent online influencers.
There are many female Kuwaitis breaking barriers and inspiring young
minds to express themselves more. To some it is a way of finding themselves
and doing something untraditional but profitable. Several graduates are
committing their time and minds to starting their own brand or business,
resulting in a substantial rise in entrepreneurs and startups. However, to do
s0, a stable ecosystem is required to support and nurture all these talented
ideas. For this to be formed, we would require several components to

Issue 2

interact and work together as a system.

Enter ‘The National Fund for SME
Development’

The National Fund for SME Development is an
independent organization with a capital of KD
2 billion. Over the years, the fund has estab-
lished a support foundation, recruited employ-
ees, developed the IT infrastructure needed and
set the key guidelines for the program. Startups
are given financial and business support, train-
ing, a one-stop-shop for business registration, a
virtual platform that was launched in the name
of ‘Nuwait’ and community events for the stake-
holders.

So what's the problem?

While all of the above sound promising, the or-
ganization has been challenged with obstacles.
A survey done by the World Bank in 2014 out-
lined the following:

Lack of educated workforce
Difficulty in obtaining operating licenses

Labor regulations, regulatory uncertainty and
administrative corruption

Economic challenges like the decline in oil
prices

These barriers have proved to be major hin-
drances in the program and would require
immediate solutions like that of Wamda and
Nuwait, which have targeted areas like ‘entre-
preneurial culture and talent” and ‘financial and
business support’.

But the question still stands: Is this enough to
help new and young ideas make their mark?

One Goal, One Path

While startups are able to set up their IT and
other areas, they find areas like ‘Marketing and
Sales” to be challenging. This is where compa-
nies from the private sector could step in and
lend a helping hand. Notably, ‘Brilliant Lab’ is a
concept that partnered with Zain to offer entre-
preneurs a range of services from a startup boot
camp in Kuwait, to acceleration services in San
Francisco, to access to international events and
conferences. Messilah Ventures that was started
under the ‘Creative Startups’ accelerator in New
Mexico takes a special interest in assisting with
food startups. Accelerators like these could help
entrepreneurs overcome their barriers and find
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support and empowerment.

In spite of these resources, the harsh reality is
that all this is insufficient and the startup eco-
system requires the much larger components,
ie investments and corporate support. Financial
support is a key ingredient and startups often
fail before they can lift their wings to fly due to
the lack of financial aid. It is true that “There is a
need to shift from Corporate Social Responsibil-
ity (CSR) to Corporate Social Investments (CSI)”.

Why investment firms should
show interest...

The venture capital industry in the Middle East
is expected to grow to US$5 billion by 2019.
With an abundance of VCs investing in region-
al startups and assisting with early-age funding
and later-stage mergers and acquisitions, entre-
preneurs not only receive financial aid but also
professional business training, legal advice and
risk management. They say, lead by example,
and that is exactly the mindset that is needed
in Kuwait from the private sector. Investment
firms could benefit from areas like innovative
technology and youth empowerment, which

could result in major positive exposure for the
company.

Startups require capital in the early stages and
during the growth phase, if the model succeeds,
Investment firms can carry out the responsibility
of channeling capital from savings surplus units
such as households, treasuries of corporates, in-
surance companies, government and semi-gov-
ernment institutions like the PIFSS, KIA, Awqaf
to the savings deficit startups. This will lead to
economic stimulus and spur growth within the
entire economy, leading to all-round develop-
ment and prosperity of the nation.

Investment companies are always looking for
new investments and in today’s business world,
investing in new businesses, in terms of equity,
can prove beneficial to the entrepreneurs and
the company itself. Firms could also assist in
areas like international marketing, given their
global reach. Accelerators and incubators are
key to the success of startups and few are as
well positioned as investment companies to
bridge this gap.

Al Terkait is Chairman of Al Safat Investment Company
and UIC Secretary of the Board and Board Member.



Kuwait advances in doing business, foreign investment
Kuwait ranks 96 in global
DB Index

By Ahmed Al-Noubi

Kuwait’s ranking in the Ease of Doing Business Index 2018 (DB2018), composed of 10 topics
that measure various regulatory aspects of the lifecycle of business, advanced by six places
to 96 out of 190 countries included in this year’s report, compared to 102 in DB2017. Kuwait
ranks eighth among Arab countries, and maintains a leading sixth rank in the Paying Taxes

topic.
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Commenting on the report, Kuwait Direct In-
vestment Promotion Authority (KDIPA) said
Kuwait also improved in its Distance to Fron-
tier (DTF) score, noting that this was a direct
outcome of actively implementing the national
agenda for streamlining business environment
(dubbed the Tahseen program), developed with
technical support of the World Bank and ap-
proved by the Cabinet.

The improvements were reinforced by KDIPA's
continuous coordination as head of the Perma-

nent Committee for Streamlining Business En-
vironment and Enhancing Competitiveness in
Kuwait (PCK), in accordance with its mandated
tasks and designation by Cabinet decision no.
1551/2013, in close collaboration with relevant
government entities and the private sector. This
was the result of a number of economic reforms
conducted during the period covered by the re-
port - from June 2, 2016 till June 1, 2017.

The report also stated that in the topic of Starting
a Business, the number of procedures dropped
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Kuwiat’s Rank in DB 2018 Report
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from 12 to 9, the number of days reduced from
61 to 38, the cost went down from 2.8 percent
to 1.7 percent (as a percentage of per cap-
ita income), and the cost of minimum capital
dropped from 10.2 percent to 8.5 percent (as a
percentage of per capita income), which yield-
ed a notable rise in Kuwait’s DTF score by 10.44
percent, reaching 77.21 percent, up from 66.77
percent.

The report also explained that this is attributed
to the favorable impact resulting from the activa-
tion of the minister of commerce and industry’s
decision no. 161/2016 - amended by decision
no. 280/2016 - pertaining establishing a nation-
al one-stop shop (OSS), which both KDIPA and
the National Fund for Small and Medium Enter-
prise Development are part of. This along with
launching the Kuwait Business Centre, which
fully utilizes electronic transactions, leading to
the improvement of online establishment and
registration of companies.

In addition, the report noted the reforms by the
ministry of justice and the municipality in the
Registering Property topic, particularly in im-
proving the transparency of the land adminis-
tration system, resulted in halving the number
of days for registering property from 70 to 35.

KDIPA reiterated that the road of reform is
still lengthy and needs constant cooperation
amongst the government, private sector and civ-
il society to fulfill priority measures approved
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Immediate reform needed in Starting
a Business, Construction Permits,
Getting Credit, Trading Across
Borders, Resolving Insolvency

Kuwait’s Rank in DB 2018 Report

Index Intl. Rank
General DB index 96
Trading Across Borders 154
Starting a Business 149
Getting Credit 133
Dealing with Construction Permits 129
Resolving Insolvency 110
Getting Electricity 97
Protecting Minority Investors 81
Enforcing Contracts 73
Registering Property 70
Paying Taxes 6
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Age Group Distribution - OECD
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KDIPA: The road of reform is still lengthy and needs constant cooperation
between government, private sector and civil society

Topics concerning Starting a Business in Kuwait compared to regional

and advanced countries & best countries on the Index

Index Kuwait MENA  OECD Best on Index
Male

Number of procedures 9 7.7 4.9 New Zealand (1.00)
Time in Days 38 18.6 8.5 New Zealand (0.50)

Cost (% of per capita income) 1.7 18.7 3.1 UK (0.00)

Female

Number of procedures 10 8.4 4.9 New Zealand (1.00)
Time in Days 39 19.3 8.5 New Zealand (0.50)

Cost (% of per capita income) 1.7 18.7 3.1 UK (0.00)

Both Genders
Min. Paid Capital (% of per capita income) 8.5 9.9 8.7 (Round 113 countries) 0.00

Issue 2

in the Tahseen program in the short and medi-
um terms. The first phase of reforms covered six
out of 10 topics comprising the Ease of Doing
Business index (Starting a Business, Dealing
with Construction Permits, Registering Property,
Trading Across Borders, Resolving Insolvency
and Getting Electricity), while the remaining
four topics (Enforcing Contracts, Protecting Mi-
nority Investors, Getting Credit and Paying Tax-
es) will be realized by end of 2017 with ongoing
technical support by the World Bank.

KDIPA hopes that launching the Tahseen portal

will effectively support current efforts by serving
as an interactive platform to document all laws,
decisions and measures taken and make them
available to the general public, as well as using
it to measure progress of the implementation of
the Tahseen program and display the reforms’
achievement rates.

In doing so, Kuwait validates its resolve to im-
prove the business environment and place it at
the core of its reform policy priorities, guided
by successful cases in this regard elsewhere in
the world.
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y Investor Interiew

Kuwait to pass laws on
bankruptcy, insolvency and
auditors, Al-Roudhan

tellsiNVESTOR

By Ahmed Al-Noubi

inister of Commerce and Industry and
M Minister of State for Youth Affairs Khaled

Al-Roudhan revealed that the ministry
is about to pass a law on bankruptcy and
financial insolvency, in addition to amending
the companies law and issuing new laws
dealing with auditors and information
exchange.

In an exclusive interview with The Investor
magazine, Roudhan added that opening
Mubarak Port and building Silk City will cause a
substantial shift and effectively contribute in
reviving Kuwait’s transit trade, something
Kuwait was historically known for.

Commenting on the promotion of Boursa
Kuwait to an emerging market, Roudhan
stressed that such a move enhances Kuwait’s
economic status and the bourse’s international
reputation, which will attract investors desiring
to invest in one of the most important regional
markets, where the largest banks and
companies investing in various countries
operate. He pointed out that this will increase
liquidity and have a positive impact on most
listed firms and leading companies.

Roudhan said the government is about to
complete the mechanism of privatizing some
fuel stations and offering them to small and
medium project entrepreneurs, which will have
a positive impact on the national economy in
general and Kuwaiti youth in particular, by
encouraging them to work in unconventional
businesses.

Roudhan highlighted his ministry’s keenness on
supporting Kuwaiti youth and giving them
opportunities to contribute in boosting the

national economy. “This led the MoCl to issue
a number of decisions to facilitate their work
and help launch their small businesses, in
addition to the allocation of around half a
million square meters by the Public Authority for
Industry to be handed over to the youth as
soon as they are ready,” he added.

Roudhan reiterated the government’s
keenness on increasing the volume of
commercial exchange with other GCC states
as one of the most important pillars of
integrated economic development. He said
commercial trade with GCC states hit KD 1.6
billion till September, excluding exports of oil
and oil derivatives.

Roudhan said MoCl is keen on exerting the
needed efforts to realize HH the Amir’s vision of
turning Kuwait info a commercial and financial
hub by attracting direct investments that
reached $7 bilion in the past three years,
focusing on developing the industrial, IT and
telecommunication sectors, in addition to
creating job opportunities for Kuwaiti youth in
the tourism sector.

Roudhan hailed MoClI’s policy in
communicating with various related bodies
and authorities, namely UIC as a significant
body, to benefit fromits experience inreviewing
economic legislations related to investment
and make propositions that suit investment
companies operating in the local market.

Responding to a question about the
professional companies’ law, Roudhan said
MoCl is working on it and it will be finalized
soon, including all executive details so that it
will achieve its aim and the best interests of
practitioners.

The following is the complete interview:

................................................................................................ Issue 2



Promoting the stock exchange to emerging market status will
positively affect liquidity, operation and leading companies

Kuwait advanced six positions in DB index, aspires for more

Issue 2

The Investor: Boursa Kuwait was recently pro-
moted to an ‘emerging market’. How do you
perceive such an achievement and its impact
on Kuwait’s capital market and the commercial
and industrial sectors in general? What are the
steps you are taking in this regard?

Minister Al-Roudhan: Promoting the stock ex-
change to an emerging market according to the
FTSE Russell index was the result of long and
hard work and efforts exerted by the Capital
Markets Authority, Kuwait Clearing Company
and Boursa Kuwait companies. It also boosts
CMA'’s recent efforts to develop the bourse for
the best interests of the national economy.

This promotion enhances Kuwait’s economic
status and will have positive international im-
pacts on Boursa Kuwait and the national econ-
omy in general by attracting investors desiring
to invest in one of the most important regional
markets, where the largest banks and compa-
nies investing in various countries operate. This

will increase liquidity resulting from local and
foreign investors’ transactions. It will also have
positive impacts on most listed firms and lead-
ing companies.

As far as the future is concerned, Boursa Kuwait
is working on adding new foreign investment
services to meet investors’ needs and create a
balance between legislations and packages of
facilities. This will coincide with various privi-
leges the government is working on providing
to build a perfect investment atmosphere and
conduct legislative reforms of economy-related
laws.

The Investor: ‘Ease in Doing Business’ is one of
the most important foundations your ministry
is seeking to achieve. How far has Kuwait gone
in this regard and what are your future visions
about it?

Minister Al-Roudhan: Kuwait advanced six
places in improving the environment of doing
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business and was ranked 96th worldwide in the
Ease of Doing Business Index 2018 issued by
the World Bank. But this is not enough. We are
eyeing to climb to the top third of this index in
less than five years.

In addition, HH the PM, relevant ministers and
the parliamentary committee for improving the
business environment are also concerned with
improving Kuwait’s ranking in the DB index.

Moreover, the ministerial business improve-
ment committee headed by the Chairman of the
Kuwait Direct Investment Promotion Authority
Sheikh Meshaal Al-Jaber Al-Ahmed Al-Sabah
is seriously working on this and has amended
many laws to facilitate the process of starting a
business in Kuwait.

The Investor: In the course of achieving those
goals, what are the laws you are working on to
improve the business environment in terms of
capital markets?

Minister Al-Roudhan: MoCl is working to pass
a package of laws to improve the business en-
vironment, such as bankruptcy and insolvency
laws, which are expected to make an evident
impact on the local economy. Other laws that
need amendment include the companies law, a
law protecting minority interests and a new law
for auditors and the exchange of information.

In addition, work is in progress to develop
Kuwait’s business status by automating minis-
terial procedures after launching single-win-
dow transactions that have cut the paper-
work needed to establish companies. Most
transactions are processed online, which
saves time and reduces procedures and
fees needed to issue commercial licenses.

The Investor: The government sector has been
hiring international investment firms to con-
duct many consultancy studies. Can you tell
us about your strategy concerning enrolling
Kuwait’s private investment sector in provid-
ing public services and the benefits this sector
would get, namely developing the skills and ex-
pertise of Kuwaitis working in it?

Minister Al-Roudhan: We are for prioritizing
citizens in various consultancy studies by seek-
ing advice from Kuwait Institute for Scientific
Research, Kuwait University’s academic experts
and private sector consultancies. We only opt
for international consultancies when local spe-

cialized firms needed for a certain project are
not available. We always seek well-qualified
consultants, who will surely be prioritized if
available locally. This strategy is, of course, one
of the means to enhance the PPP principle and
develop specialized local expertise.

The Investor: What is the state’s policy in terms
of supporting new investment tools in view
of the difficulty of attracting funds, and will
it continue its support the way it used to do
through Kuwait Investment Authority?

Minister Al-Roudhan: Kuwait is constantly
seeking to develop its economic policies, and
despite regional geopolitical changes, the gov-

Kuwaiti experts, KISR,

KU, private sector prioritized

in studies

Our strategy is based on

enhancing PPP and developing

national specialized staff

ernment’s cooperation with the parliamentary
permanent committee for streamlining the busi-
ness environment, which was established in
collaboration with the National Assembly, aims
at overcoming obstacles of attracting foreign in-
vestment and encouraging Kuwaiti investors to
invest in various fields.

The government has formulated new legislations
and adapted others to improve the business en-
vironment in view of the current regional events
and situations. We will continue this, as it is our
mission to create an attractive environment and
fulfill its needs.

The government has a strategy to regain the bal-
ance between the private and public sectors,
achieve economic development and increase
production through public projects and Ku-
waiti shareholding companies offering shares
for public bidding, as well as offering customs
exemptions and other incentives to attract com-
panies.



Issue 2

The Investor: You have said in previous press re-
leases about Kuwait’s five competitive features
needed to make it GCC’s economic gateway.
What is MoCl'’s vision about utilizing these fea-
tures in the near future?

Minister Al-Roudhan: Our vision is based on
improving the business environment, which
is already happening according to the World
Bank, in addition to giving due care to small and
medium projects, supporting them and improv-
ing their business environment. We have passed
important laws and resolutions in this regard,
such as those of micro-projects, mobile trucks
and seasonal markets. We will never stop devel-
oping such needed legislations.

In addition, opening Mubarak Port and the Silk
City will make substantial changes that will en-
hance Kuwait’s transit trade, for which the state
has been historically known for.

Human resources are of course the backbone of
any success. Kuwaitis work harder when need-
ed elements are available. It is our role in vari-
ous state institutions to prepare these elements
and encourage the youth in the labor market.

The Investor: What is MoCl’s plan on privatiz-
ing gas stations for small and medium project

entrepreneurs? Is there a limited number of
petrol pumps to be privatized?

Minister Al-Roudhan: The government is consid-
ering privatizing some gas stations for small and
medium project entrepreneurs. Coordination is
in progress with KPC and the Kuwait National
Fund for Small and Medium Enterprise Devel-
opment in this regard.

We believe that privatizing gas stations will
have a positive impact on the national economy
in general and Kuwaiti youth in particular, by
encouraging them to work in unconventional
businesses. Discussions are in progress to de-
termine the details and mechanisms of this new
substantial shift. Details will be announced
once they are ready.

The Investor: UIC has been communicating
with MoCl via meetings or correspondences
to discuss mandating companies to provide in-
formation on their annual general assemblies,
how general shareholding companies’ board
chairpersons’ and members’ rewards are deter-
mined, along with executive regulations of the
companies law no. 1/2016. What is your opin-
ion about what UIC provides and your vision
about the role it aspires to play?
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Minister Al-Roudhan: Since | came to office, my
policy has been to open contacts with all bodies
and institutions working with MoCl. UIC is one of
these important bodies. We are in the same boat
and work towards integration. You notice that the
basis of our work is to seek relevant consultancy
prior to making any decision or setting charters.
We usually hold workshops and symposiums to
discuss a resolution or executive charter, so that
they achieve their aim. We surely benefit from
UIC’s experience in reviewing investment-relat-
ed economic legislations and making proposals
that match the various fields of investment com-
panies operating in the market.

The Investor: What is MoCl’s plan to utilize Ku-
waiti youth potentials and enroll them in the
private sector to revive business and the nation-
al economy?

Minister Al-Roudhan: The government’s efforts
to link youth to the economy are a priority. We
realize that supporting Kuwaiti youth and giving
them the chance to activate the local economy
are necessary.

So we issued a number of decisions to facilitate
their work and launch their small businesses,
in addition to PAI’s allocation of around half a
million square meters of land and transferring
it to the SME fund. We are currently awaiting
relevant state bodies” approvals and concluding
procedures to prepare and hand them over to
the youth once they are ready.

Here, we confirm that we are constantly prepar-
ing and developing the environment for youth
projects and investing in youth potentials in var-
ious fields, as we believe that they form Kuwait’s
prosperous future, God willing.

The Investor: You formed a committee to
study the prices of recruiting domestic help-
ers. What is the latest in this committee’s
work and the results of price controls on
overcoming the obstacles faced by the Al-
Durra Company?”

Minister Al-Roudhan: We tried to be more sci-
entific and systematic in solving the problem. So
we formed the committee to determine the cost
of recruiting domestic helpers and empowering
the Al-Durra Company. The committee is head-
ed by MoCl'’s assistant undersecretary and com-
prises of members from the interior ministry, for-
eign ministry, the manpower authority, Kuwait

Keen on increasing
production, of fering customs
exemptions and incentives to
attract companies

Opening Mubarak Port and
Silk City to effectively revive
transit trade

About to finish the
mechanism on privatizing
some gas stations for SME
entrepreneurs
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Chamber of Commerce and Industry, Domestic mittee’s tenure was extended by a further month
Helpers Union and MoCl'’s advisor. to make recommendations on prices and acti-
vating relevant bodies’ role to enable Al-Durra

The committee visited domestic helper offic- )
Company’s work.

es two weeks ago to get their prices and then
opened the envelopes to compare the charges
they offered with those presented by the foreign

. /, -
ministry, and the difference was huge. The com- The Investor: MoCI's has approved the estab

lishment of professional companies for five
years and limited them to five professions - law,

Our poh‘cy iS based on accounting, medicine, engineering and licensed

consultancies. Will this law be passed soon and

Communicating with how will it be put into practice?”

o yad g Minister Al-Roudhan: MoCl is working on fi-
relevant bOdleS lnCIUdlng UIC nalizing the professional companies law soon,
including the executive charter and systems,
which will help achieve its goal. It will surely be

KD lébn trade among GCC for the best interests of these professions’ prac-
o titioners.
states till September

The Investor: What do the current rates of com-

Kuwait mana ged to mercial exchanges with GCC states and Arab

countries indicate? What is the volume of in-

attract over $7bnindirect  tertrade you are targeting?
investment over the paSt Minister Al-Roudhan: Commercial exchanges

with GCC states and Arab countries are one of

three years the most important economic elements needed

to develop economic integration amongst these

) (511 (=3 SRR February 2018
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countries by exchanging products, goods and
services with them in the form of imports and
exports.

Commercial exchanges also help solve Arab
countries’ economic problems and diversify their
economies, which Kuwait has always sought.

Kuwait also seeks to increase commercial ex-
changes with GCC and Arab states by organizing
exhibitions and commercial fairs and taking part
in them with the aim of promoting goods and
introducing national products to GCC and Arab
businesspersons.

Recent years’ statistics show that the volume of
commercial exchanges with GCC states reached
KD 411.5 million in exports and KD 1.2 billion
in imports. The volume of commercial exchang-
es with Arab countries reached KD 635.6 million
in exports and KD 1.4 billion in imports, which
confirms Kuwait’s keenness on increasing this
volume with all Arab states. Notably, oil and oil
products are not included in the above figures.

The Investor: What is MoCl’s plan to realize
HH the Amir’s vision on turning Kuwait into a
financial and commercial hub? What steps have
been achieved so far?

Minister Al-Roudhan: First of all, let us remem-
ber the fact that Kuwait managed to attract over
$7 billion in direct foreign investment over the
past three years. MoCl’s plans include a num-
ber of efforts to put HH the Amir’s vision into
practice by attracting direct investment, focusing
on developing the industrial sector, improving
the business environment, small and medium
enterprises and IT and communication sectors,
as well as creating job opportunities for Kuwaiti
youth in the tourism sector.

The Investor: Finally, what is your vision about
the role currently played by investment com-
panies towards the society? How do you see
developing that role with the development
plan?

Minister Al-Roudhan: Investment companies
have an important developmental, awareness
and social role towards the community, be it
through sponsoring human resource develop-
ment courses, taking part in initiatives handling
various issues such as unemployment, health,
environment and education, and in supporting
entrepreneurship amongst Kuwaiti youth, espe-
cially in terms of the mental development of this
largest segment of the society.



Real estate:

The ‘traditional’ alternative

Issue 2

By Bassam Al Othman

In the past, real estate was considered the
primary investment of choice. However, over
the last few decades, stocks and bonds have
become the main constituent of an invest-
ment portfolio. Currently, real estate is one of
the major asset classes within the alternative
investment world.

Financial vs Real Assets

The main difference between financial assets
(stocks and bonds) and real assets (real es-
tate) is that the latter represents actual rights
to consumption rather than indirect financial
claims generated by the assets of the firm.

Main characteristics of real estate
investments

The real estate market operates in cycles that
vary between five to seven years.

The cycle provides health to the overall in-
dustry by providing a natural hedge against
potential bubbles. In general, the cycles are
more evident within mature markets.

In addition, real estate is considered an op-
erationally intensive asset requiring specific
managerial expertise, unique knowhow, and
ongoing oversight.

Asset allocation methods

As with other asset classes, asset alloca-
tion within the real estate industry can be

achieved either through a top-down or bot-
tom-up approach. The top-down approach is
to take a big picture view of the different real
estate categories, whereas the attractiveness
of the individual assets drives the bottom-up
approach; However, the most common
method is using a hybrid approach, combin-
ing drivers of both procedures to reach the
optimal investment decision.

Direct vs indirect real estate

An investor can gain exposure to the real es-
tate sector through various vehicles. A very
straightforward method to categorize these
vehicles is whether they are direct or indi-
rect. As per the “National Association of the
Real Estate Investment Trusts”, a direct inves-
tor invests in the asset itself, whereas an indi-
rect investor invests in the expertise of peo-
ple managing his money. The below sections
are written from the perspective of a direct
investor.

Benefits and Drawbacks

The main advantages to real estate investing
include but are not limited to:

Potential hedge against unexpected inflation

Diversification benefits with other invest-
ment classes

Absolute return investments
Generate cash inflows through rentals

The main drawbacks to real estate investing
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include but are not limited to:

Heterogeneous characteristics make due diligence dif-
ficult

Inability to divide investment into the desired size
(lumpiness)

[lliquidity due to high unit cost and transaction size

Overstated risk adjusted return as the data is smoothed
since real estate values are based on appraisals

Investment Styles

Core, value and opportunistic are three very common
categories used to describe real estate investments. Es-
tablished by the “National Council of Real Estate In-
vestment Fiduciaries” these categories classify invest-
ments by volatility.

Core — Debt-like instruments characterized by low
volatility and leverage. Income generated from rentals
rather than capital appreciation represents most of the
returns.

Value add — Moderate volatility and leverage with most
returns generated from capital appreciation rather than
income generation. These investments include semi
leased core properties and properties undergoing reno-
vation or repositioning.

Opportunistic — Equity like instruments characterized
by high volatility and leverage. Capital appreciation
represents almost of the returns from this category.
These investments include developing raw land and re-
developing properties that are in poor condition.

Al Othman is Executive Vice President, Real Estate MENA
for Markaz

INVESTOR
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Wealth management at its best

A wealth manager manages his/her client’s relationship by profiling and
re-profiling the client as their life events evolve.

Issue 2

By Ruba O. Al Khairi

ealth management is a holistic
approach to managing our cli-
ents” wealth. As the term signifies,

a wealth manager manages his/her client’s
relationship by profiling and re-profiling the
client as their life events evolve.

The academic approach to effective profil-
ing is asking open-ended questions that are
relevant to the client’s finances, his financial
planning, his objectives, time horizon and li-
quidity requirements, amongst other param-
eters. Efficient profiling in the Western world
requires that all of the client’s investments in
any geography, asset class or sector be con-
tinuously shared with his wealth manager
candidly and openly.

The underlying premise is that for informa-
tion to be used effectively in a given asset
allocation exercise, such information has
to be detailed and up-to-date - no holding
back. This places a huge responsibility on
the wealth manager’s shoulders as he/she is
then required to devise his/her client’s asset
allocation plan in ways that properly match
with the client’s stated and unstated objec-
tives, and therefore set the client’s expecta-
tions of expected returns accordingly.

What is sought after here is a relationship
based on complete trust and confidence
from both sides. Ultimately, the wealth man-
ager should play the coveted role of a “trust-
ed advisor” for the relationship to be truly
fruitful.

Relationship built on trust

Many cultural, social and religious beliefs
come between the wealth manager and his
client. In the GCC and Kuwait in more spe-
cific terms, wealth managers often stumble
with some obstacles foreign to the Western
hemisphere. One of the key issues to which
a wealth manager is subjugated is his cli-
ent’s reluctance to share much of the infor-

mation about his wealth placed in other in-
stitutions or localities. This obstacle is often
the result of an innate fear of envy, as many
of the investors often quote the Holy Quran
in which envy is stated as one of the main
evils to be feared.

Another social obstacle relates to the client’s
fear that his privacy might be breached if his
financial information is widely divulged.
Another possible reason is the wealth man-
ager’s inability to earn his/her client’s trust
by not putting his client’s needs and objec-
tives first.

Professionally speaking, an effective wealth
manager makes the client “feel important”.
This is the backbone of the relationship. The
client should never suspect that his or her
wealth manager is a “product pusher” or that
he/she has some kind of a hidden agenda. In
essence, early on, the relationship is tested
repeatedly until it becomes evident to the
client that his wealth manager is trustworthy.

Once this has been established, it behooves
the wealth manager to maintain that trust
and build on it by proactively informing the
client about required changes to his asset
allocation plan as per new events in his life,
i.e. children graduating, retirement, or be-
ing heavily weighted in one asset class, etc.

Ultimately, the wealth manager should
strive to diagnose his/her client’s chang-
ing circumstances and needs, even if that
means incurring a potential loss of assets
under management (AUM). | strongly be-
lieve that clients eventually appreciate this
candidness and reward their wealth man-
ager with the all-important gift of personal
and professional referrals to other high net-
worth investors and will even work for his
wealth manager, rendering the relationship
complementary.

Al Khairi is Senior Vice President, Wealth Manage-
ment with the National Investments Company
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y Investment Note

We Need
Earnings
Conference
Calls in Kuwait

Issue 2

By Salah Al Wuhaib

s a representative of KAMCO Invest-
Ament Company, | believe and stand

by the idea that a successful corpora-
tion grows into its success through constant
improvement and trust between a listed
company and its shareholders. In business,
it is a widely known factor that the people
investing and buying into a company are
the key to its achievement. All across the
world, earnings calls have been a standard
for all companies, especially in the United
States and other developed markets, and it
has become a hallmark of a market’s coming
of age.

An earnings call is a periodic call, usually
quarterly, where the management discusses
the financial performance, results and future
plans of the company. Earnings calls are a
place to grow and engage in discussion on
improving the company’s performance and
relay valuable information to all interested
parties. For companies, the conference calls
offer an opportunity to engage a captive au-

dience, to market its vision and discuss out-
look, as well as offering analysts and inves-
tors an insight into what is happening on the
ground. It is an invaluable opportunity for
both parties to build a relationship and trust.

Traditionally, a representative of the com-
pany accompanied by a number of senior
executives host the conference call, ending
with a question-and-answer session — of-
fering a platform for investors, prospective
investors and analysts to deliberate on de-
tails perhaps not covered by the manage-
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ment. This provides shareholders a platform
to communicate and build trust with the
company, promoting transparency as well
as management accountability to its share-
holders. The increase in transparency would
ultimately encourage improved analyst cov-
erage, leading to better understanding of the
local market dynamics for investors, and
ultimately a higher level of comfort when
investing.

With the outstanding improvement current-
ly taking place in Kuwait, implementing this

ritual in companies will attract the interest
of international investors and raise Kuwait’s
governance standards. It would be the be-
ginning of another round of developments,
which will improve Kuwait’'s way of doing
business. In the end, a company that builds
quality relationships with its customers and
shareholders is a company that knows the
path to success.

Al Wuhaib is Chief Assets Officer, Assets Divi-
sion with KAMCO Investment Company



Kuwait attracts 360 foreign
projects over 15 years

Projects valued at $12.8 bn, provided over 41,000 jobs

By Ahmad Al-Noubi

Foreign Direct Investment Projects in Kuwait

2003 - end of September 2017 Kuwait is witnessing an important growth in for-
eign direct investment, the first time in years. The

Year Projects Jobs Investmentinintillion Kuwait Direct Investment Promotion Authority
Number (KDIPA) recently announced that the volume
Dollars Cost U . oo :
of direct investments in Kuwait during the fis-
2017 12 1,546 167 cal year 2016-2017 was around $1.2 billion.
2016 31 6,018 1286 Similarly, UNCTAD had previously announced
2015 17 1,009 158 the inflow of $275 million into Kuwait in 2016,
2014 24 1,844 249 which helped direct foreign investment assets in
2013 38 5122 2176 the country to reach $14.3 billion by the end of
2016.
2012 37 3,326 614

2011 2 3,027 811 KDIPA’s strategy aims at annually attracting $4
2010 3 3.266 572 billion in foreign investments by 2020, relying
” " 2’366 63 on the latest developments in its legislative and
009 ’ procedural infrastructure. The recent investment
2008 29 4,618 1993 law offers a package of privileges and guaran-
2007 12 1,337 347 tees, such as up to 10 years of tax exemption, to-
2006 23 2,918 1710 tal and partial customs exemptions, help in land
2005 1 1,649 598 provision, recruitment, granting foreign compa-
2004 o1 2335 704 nies the right to establish fully-owned companies
p . ;36 o in Kuwait, the right to transfer funds within and
003 outside Kuwait, the right to expropriate or na-

Total 358 41,217 12776

tionalize any investment project and protecting

Source : fDi Intelligence g o K .
the confidentiality of projects and studies.

All investments, sectors and activities are avail-
able for investment except those defined by the
Cabinet decision that issued a restricted list of 10
sectors - the smallest in the region and the world
- in which investment is banned.

Foreign Direct Investment Projects in Kuwait
2003 - end of September 2017

==o==Number of Projecs
Kuwait follows an Islamic sharia-based civil legal
system which is the basis of dealing with civil
and personal status. It also has a transparent le-
gal system, rule of law and sound separation be-
tween legislative, executive and judicial author-
ities. It has also passed a suite of economic laws
over the past few years that will enhance the
investment environment, such as the taxation,
commercial, corporate, commercial licenses,
competition, copy and patent rights, anti-corrup-

2017 2016 2015 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 tion and e-transaction laws.
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Other laws enhance the role of the private sec-
tor in boosting the economy, like the direct in-
vestment promotion law, privatization, PPP laws
and opening new investment fields for the pri-
vate sector such as power generation and water
desalination. Kuwait will also soon pass an in-
solvency law to handle insolvent corporations
according to best international practices.

Kuwait has also developed infrastructure in vari-
ous fields such as telecommunications, transport,
electricity and others. It is experiencing more
development with the continuation of mega de-
velopment projects around the country, includ-
ing building ports, a new airport, roads and new
industrial cities.

In this regard, a recent report by the British Fi-
nancial Times group detected evident develop-
ment in the number of direct foreign investment
projects in Kuwait in the period between 2003
and September 2017. The report also pointed out
that the number of projects had been fluctuating
until 2008, then steadily grew until 2013, when
it reached a peak of 38 projects, before it start-
ed fluctuating once more,

retreating to 12 projects reg-

istered during the first three

quarters of 2017.

According to estimates,
US Dow Chemical was
the most important foreign
investor in Kuwait in the
same period with an esti-
mated investment of $1.1
billion, followed by Hempel
Group with an estimated
investment of $601 million,
Lulu International Exchange
Company with $121 mil-
lion, UAE Exchange Center,
Joyalukkas, Lulu, Malabar
Gold & Diamonds, Damas
Jewelry, Azadea Group and
Apparel Group.

Chemicals

21%

24%

These investments are dis-

tributed amongst various

sectors, of which business services came first
with a share of 27 percent and a value of $2.3
billion, followed by hotels and tourism with 24
percent ($2 billion), chemical products, financial
services, telecommunications, consumer goods,
fabrics, foodstuff, tobacco, means of transport
and finally, software and IT services.

Financial Services

9%

Hotels & Tourism /

Foreign Direct Investment Projects in Kuwait

Per Sector (2003-2017)

Number Number

Invest. Cost in

N. Sector of of o
Tl o Million USD
1 Business Services 29 2,384 2378
2 Hotels & Tourism 16 1,908 2078
3 Chemicals 10 1,793 1811
4 Financial Services 49 809 767
5 Communications 16 848 426
6 Consumer Products 52 10,915 417
7 Textiles 85 7,226 303
8 Food & Tobacco 22 4,281 269
9 Transportation 11 633 145
10 Software & IT services 11 205 80
1 Other sectors 57 5,303 2783
Total 358 41,217 12776

Source : fDi Intelligence

Forein Direct Investment Projects in Kuwait

per sector (2003- 2017)
Communications
5% Consumer Textiles
Products 3%

5%

\

Country-wise, UAE was ranked first in terms of
the highest investments in Kuwait during the
same period with 97 projects through 64 compa-
nies, with an investment of $3 billion, followed
by the US with 52 projects through 47 compa-
nies ($2.5 billion), France, UK, India, Qatar, Bah-
rain, Saudi Arabia, Italy and Spain.

3%
/ Transportation
-~ 2%
[

Food & Tobacco

Software & IT
services

1%

Business
Services

27%



What is a clearing agency?

The clearing agency provides services of clearing and settlement related
to securities. It also provides specifications of the rights and obligations of
parties to a securities transaction in respect of clearing and settlement.

Issue 2

no. 7 of 2010 regulates the clearing agen-

cy in articles 48-62 of Chapter 4, and the
clearing agency was also mentioned in articles
157 and 158 of Chapter 12. The law also de-
fined a clearing agency (Chapter 1), as an entity
which carries out clearing and settlement opera-
tions in respect of securities; which provides the
central custody of securities; and provides other
related services.

The Capital Markets Authority (CMA) law

As for the clearing agency and in observance of
its functions and role in offering services, the law
ensured in article 48 that it comprises a basic
and crucial service in the business of post-trade
operations, namely the central counterparty ser-
vice for capital market transactions, in line with
best international practices related to the post-
trade industry. At the same time, the authority al-
lowed granting a license to the clearing agency
for one service or more among those mentioned
in the original text of the article.

A Central Securities Depository (CSD) is an enti-
ty that provides securities accounts, central safe-
keeping services and asset services, which may
include the administration of corporate actions,
and plays an important role in helping to ensure
the integrity of securities issues (that is, ensuring
that securities are not accidentally or fraudulent-
ly created or destroyed or their details changed).
The CSD facilitates the entry of data pertaining
to ownership and securities movement, as well
as organise the process of keeping and the man-
agement of registrars pertaining to shareholders’

ownership of secu-
rities. It also offers
registrar services to
both listed and unlist-
ed companies’ securi-
ties. According to Ku-
wait'’s Companies law
and Capital Market
Authority’s  bylaw, a
CSD should be a stock
company with a KWD
5 million paid capital and licenced by CMA as a
clearing agency.

The law in Kuwait forces issuers to deposit secu-
rities at the CSD; each issuer shall have a special
registrar kept with the CSD. This registrar shall
contain the name, nationality, domicile, number
of securities owned by each shareholder, and
the type of the capital paid in for each security.
The statement issued by the CSD is a prima facie
evidence of title at the time of issuance of the
securities holder’s shareholding if it conforms to
the registrars in the CSD; it is also an evidence
of title of the securities and any rights arising
therefrom.

The CMA law also required an entity that con-
ducts clearing and settlement operations of secu-
rities to be a stock company with a paid capital
of KWD 20 million and licenced by the CMA as
a clearing agency. No person may incorporate
a clearing agency, or manage, or assist in incor-
porating or assist in managing a clearing agency,
or thereafter announce thereof unless obtaining
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a license from the CMA. The clearing agency is
entitled to arrange for fair and effective clearing
and settlement in relation to any commercial
transactions in securities, manage risks associat-
ed with its activity and operate at the highest lev-
els of professionalism, prioritize the public inter-
est and that of those who deal with the company
above the company’s own interests, and main-
tain confidentiality of all information and data
under its possession, except what is required by
the authority or judicial authorities.

The clearing agency provides services of clearing
and settlement related to securities or any other
related service. It also provides specifications of
the rights and obligations of parties to a secu-
rities transaction in respect of clearing and set-
tlement and any related service and determines
the time at which the rights of the creditors of
parties to a securities transaction arise, includ-
ing the rights pertaining to the cash return or its
equivalent and the relevant securities as a result
of sales, purchases or title transfer operation.

The clearing agency rules are to be followed in
the event that any person dealing with the clear-
ing agency fails to deliver securities or funds for
the purpose of settling a transaction or other ob-
ligations within the clearing system. According
to its bylaw, the CMA may use the cash reserves
in order to pay and cover any necessary liabili-
ties in the occurrence of any risks that may lead
to a cessation of business continuity and due
operations of the market, of an exchange or a
clearing agency in accordance with the regu-
lations and conditions prescribed by the board
when taking its decision to pay and cover those
liabilities.

Kuwait Clearing Company is the only clearing
agency licensed by the CMA in Kuwait. Ac-
cording to the provisions of the law, the Kuwait
Clearing Company shall be considered licensed,
and the company has adjusted its affairs accord-
ing to the provisions of the law and the execu-
tive bylaws.

Kuwait Clearing Company



Issue 2

Overview

During the last two decades, the investment
companies have been an immense impetus
within the local and regional economy. They
have provided financing and investment
services, asset management, in addition to the
financial investment services, such as mergers
& acquisitions and more. Furthermore,
they have rapidly extended their business
operations in the regional and international
markets, including the provision of financial
services in accordance with the provisions of
the Islamic regulations.

According to the statistics provided by the
Central Bank of Kuwait in February 2016, the
number of investment and financial services
companies reached 79 companies, including
28 listed companies in the Kuwait Stock
Exchange, where they altogether manage
assets of around 9.8 billion Kuwaiti Dinars.

The investment sector is considered the second
largest sector in the Kuwait Stock Exchange
after the banking sector in terms of the size of
its capital, as it is the third largest sector after
oil and manufacturing industries as well as
banks in terms of contribution to GDP.

Given the importance of this sector emerged
the idea of establishing the Union of
Investment Companies (UIC) in January
2005, which currently holds 38 investment
and financial services companies within its
membership.

Mission
Adapting the appropriate atmosphere for
developing the efficiency of the investment
sector and financial services in consistency
with developments in the international
markets, including legislation and autonomous
regulations to serve national economy.

Objectives of Union of Investment
Companies (UIC)

e Activating the involvement and
participation with all formal and informal
establishments in the country as well as
working with them to develop a clear
strategy to transform Kuwait into an
advanced financial center to create a
competitive atmosphere for all investment
companies.

e Providing and suggesting draft proposals
to update and reform legislation on the
financial sector (the Capital Markets
Authority law, corporate law, and the
foreign investor law, etc.)

e Working to complete the institutional
structure of a mature financial market,
which operates to protect the investments
and improve the investment environment
and stability of transactions, raising
confidence in the economy.
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Seeking arbitration to settle internal
disputes that may arise between UIC
members.

Direct communication and establishing
joint committees with all the official
entities that are relevant to the
investment sector (Central Bank of
Kuwait, Capital Markets Authority,
Ministry of Commerce and Industry,
Ministry of Finance, Kuwait Chamber
of Commerce and Industry, Committee
of Finance and Economic Affairs in
the National Assembly, Financial
Committee at the Council of Ministers,
Workforce Program and Restructuring,
and more).

Activating the role of Investment
Studies Center (ISC) to provide services
and trainings to those interested in the
investment field.

UIC Members

iINVESTOR

e Working to increase the number of
UIC members, and to provide detailed
data on member companies.

e Expanding the investment base for
investment companies and assisting
the investment sector in launching its
investment projects and overcoming
all obstacles facing investments and
the promotion of the investment
companies inside and outside Kuwait.

* Encouraging investment companies
and financial markets on growing
their activities and widening their
financial instruments (various funds,
fixed income debt instruments,
convertible bonds, Islamic bonds,
etc.) to assist investors in diversifying
their operations and investment
choices.

1 Kuwait Investment Company (KIC)

2 International Financial Advisors Company (IFA)

3 Al-Safat Investment Company (SAFAT)

4 KAMCO Investment Company (KAMCO)

5 National Investments Company (NIC)

6 Amar Finance and Leasing Company (AMAR)

7 Al-Fanar Investment Company (FANAR)

8 Kuwait Clearing Company (MAQASA)

9 Allmtiaz Investment Group (ALIMTIAZ)

10 Kuwait Financial Centre Company (MARKAZ)

11 The Securities House Company (SH)

12 Global Investment House (GLOBAL)

13 KFH Capital Investment Company (KFH CAPITAL)

14 Kuwait & Middle East Financial Investment Company
(KMEFIC)

15 Wafra International Investment Company (WAFRA)

16 Osoul Investment Company K.S.C (closed) (OSOUL)

17 Al-Aman Investment Company (ALAMAN)

18  Al-Tamdeen Investment Company K.S.C.C. (TAMDEEN)

19 Al-Manar Financing & Leasing Company (ALMANAR)

20 Al-Ritaj Investment Company (ALRITAJ)

21 Kuwait Pillars for Financial Investment

22 UniCap Investment and Finance

23
24
25
26
27
28
29
30
31
32
33

Bader N. Al-Subai’e
Saleh S. Al-Selmi
Abdullah H. Al-Terkait
Faisal M. Sarkhou
Hamad A. Al-Ameeri
Hamad M. Al-Saad
Tarek 1. Al-Mansour
Othman 1. Al-Issa
Nawaf H. Marafi

A'ayan Leasing & Investment Company (A'AYAN)
Watani Investment Company (NBK CAPITAL)

Arzan Financial Group For Finance and Investment (ARZAN)

The Investment Dar Company (OAR)
Dimah Capital Investment Company (DIMAH)
Aref Investment Group Company (AREF)

Adeem Investment & Wealth Management (ADEEM)

Boubyan Capital Investment Company (BOUBYAN CAPITAL)

Noor Financial Investment Company (NOOR)
First Investment Company (FIC)
Kuwait Finance & Investment Company (KFIC)

President
Vice President

Treasurer & Board Member
Board Member
Board Member
Board Member
Board Member
Board Member

General Secretary& Board Member
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