1
-14-

The role of

Union of Investment Companies

In the development & promotion of the national economy of the State of Kuwait

Paper presented to
XVII International Conference

Troyes, France: June 9 – June 11, 2007-05-19

Organized by

Academy of Business & Administrative Sciences
Professor Ramadan Al-Sharrah

Secretary General, 

Union of Investment Companies

State of Kuwait
The role of

Union of Investment Companies

In the development & promotion of the national economy of the 
State of Kuwait

Introduction: 

The Kuwaiti economy suffers from non diversification of production and invariable resources. In this respect the oil sector contributes the greatest share of Gross Domestic Product, exports and public revenues of the state.

Diversification of production and variable resources protect the Kuwaiti economy from oil price fluctuations and the negative impact on the economic performance and growth. Further, it guarantees stable economic & social development.

The achievement of this variation requires increase of investment in other economic sectors, whether it is industrial or service sectors. Further, it requires increasing the role of the private sector to achieve the objectives of economic development.

Hence, emphasis has been made on all fields of investment within clear strategy to construct strong economy that can efficiently and positively deal with all changes and challenges that are witnessed by international economy.
This emphasis has been reflected on the government policy. Therefore, the government considers that the adaptation of stable, safe and profitable investment atmosphere is one of the priorities of its agenda.

During the last decade investment companies have always been strong impetus in the local and territorial economy. In this respect it has provided financing & investment services and asset management in addition to financial consulting 

services, such as merger, acquisition, etc. Furthermore, they have rapidly expanded their business in the territorial and international markets and they have provided financial services compatible with the provisions of the Islamic law.
In 2007 the number of investment and financial service companies were 73 including 45 companies already enlisted with Kuwait Stock Exchange and territorial stock exchanges. Further, the capitals of the companies already enlisted with Kuwait Stock Exchange were KD8.076 millions that are controlling about KD17 billions. 
Due to this steadily increasing interest to open all fields of investment, the Union of Investment Companies has been founded and registered on January 2005. It is expected that the Union will play an effective role for activating the investment movement and promoting national economy. The objectives of the Union of Investment Companies are: 
· To promote and develop investment and financial services sector to keep pace with the international developments. To this end it employs the best technological capabilities and human experiences.

· To coordinate and participate with the official authorities and the legislative authority in the preparation of draft laws and proposals that contributes to regulating and developing the sector and its role in the national economy.

· Sharing experience with the respective civil institutions and international entities to attain the objectives of the Union.

· Preparing specialist technical studies and researches as well as publishing literature to promote investment culture within the community and among the members of the Union.

· Organizing the professional and scientific courses to the members of the Union, to promote the human skills, to set up and organize the social activities to support the role of the Union in the community development. 
Based on this prospective, we will exhibit the features of the Kuwaiti economy, the importance of the investment sector to the Kuwaiti economy, the most important objectives of the union and role to activate the performance of the investment companies, to provide accurate statements and information and to plan for future investment. 
Characteristics of the Kuwaiti economy: 
The Kuwaiti economy is characterized by a set of features that reflect the economic and social aspects which in turn are reflected on the investment and economic development atmosphere. 
These characteristics are represented in the fact that the oil sector is controlling national economy and public expenditure has a leading role in addition to disorder of population structure and limited accommodation capacity. 
Hereunder, we will briefly explain these characteristics via discussing the relative importance of oil to gross domestic product and exports. Further, we will explain the leading role of public expenditure and some other features. 
1- Relative importance of oil to gross domestic product: 

During the period of flourish and economic boom (1974-1980), we had great increase of crud oil prices, therefore gross domestic product had increased by 12.4% annually during this period. Further, the relative importance of this sector to gross domestic product has increased from 60% in 1970 to 71% in 1975(
). 
During the 1980s, that is considered the period of recession of the Kuwaiti economy, international oil prices had started to drop since 1981. This drop severally continued until it reached its maximum in 1986 when the price of each barrel was US$13.89 instead of US$36 in 1980. 
In addition to the Iraqi Iranian war, Kuwait Stock Exchange crisis and its impact on gross domestic product of Kuwait contributed to the annual decrease by 3% during the period 1980-1988. Further, the growth rate of gross domestic product had decreased by 9% annually during this period which resulted in the decrease of the relative importance of this sector in the gross domestic product by 30% in 1988(
) 
In 1989, oil prices increased and the oil sector had achieved positive growth rate of about 62% and consequently the relative importance of this sector to Gross Domestic Product increased to 39% instead of 30% in 1988. 
During the 1990s there was huge collapse of Gross Domestic Product growth rates due to the collapse of oil sector growth rates as a result of the Iraqi invasion to Kuwait and setting fire to 729 oil wells. At that time the contribution of oil sector to Gross Domestic Product was the lowest at 11% in 1991. 

Table No. (1)

Relative importance of different sectors in the gross domestic product

1970-2003

Million KD

	
	1995
	1996
	1998
	2000
	2003
	2004

	
	Value
	%
	Value
	%
	Value
	%
	Value
	%
	Value
	%
	Value
	%

	Oil sector
	3137
	39.5
	4128
	45
	2371
	30.9
	5583
	48.2
	5794
	46.6
	7817.8
	46.1

	Non oil sector 
	4788
	60.5
	5050
	55
	5300
	66.1
	6007
	51.8
	6647
	53.4
	9142.8
	53.9

	Agriculture & greasing
	34.0
	0.7
	0.37
	0.7
	37
	0.7
	39
	0.7
	65.8
	0.9
	70.0
	0.8

	Manufacturing industries
	889
	18.6
	1101
	21.8
	915
	17.3
	1226
	20.4
	897.3
	13.5
	1314.6
	14.4

	Other sectors
	3865
	80.7
	3912
	77.5
	4348
	82.0
	4742
	78.9
	5683.9
	85.6
	7758.2
	84.8

	Total 
	7925
	100
	9178
	100
	7671
	100
	11590
	100
	12441
	100
	16960.6
	100


Source: Ministry of Planning, Statistics Central Department, National Accounts Statistics, 1988, 1970 & 1976

The Kuwaiti government had seriously endeavored to reconstruct the damage caused by the Iraqi invasion to this sector. As a result oil production had gradually improved and growth rates had increased in 1995. Table No. 1 indicates that oil domestic product increased by 7.7% and the relative importance of the oil sector to Gross Domestic Product was 39.5%. 
In 1998 Gross Domestic Product decreased by 16.4% compared with that of 1997 due to the decrease of oil production as a result of the drop of oil prices. In 1999 and 2000 the Gross Domestic Product, however, had rapidly increased due to the improvement of oil prices and the great increase of oil revenues. 
In 2003 the relative importance of oil sector to Gross Domestic Product was about 46.6% which is relatively high due to the increase of oil prices. The available statements  indicate that despite the increase of Gross Domestic Product in 2004 compared with that of 2003, yet the contribution of oil sector in the Gross Domestic Product remained as it is, i.e. 46.1% due to the  equivalent increase of non-oil domestic product and that of oil sector. 
In the premises the Kuwaiti oil sector is overwhelming the Gross Domestic Product and growth rates. Further, the Kuwaiti economy depends on average growth of oil sector. 
2- Relative importance of oil to Kuwait exports: 
The Kuwaiti exports depend on curd oil. Table No. 2 indicates that average exports growth rate depends on the growth of oil exports. Further, it is noticed that during the period 1993-2000 oil exports were about 93% of total Kuwaiti exports, while non-oil exports represented 7% during the same period. 
Table No. (2)
Relative importance of Kuwaiti exports

1993-2004
Million KD
	Statement
	1993
	1994
	1995
	1996
	1997
	1998
	1999
	2000
	2003
	2004

	1- Total exports
	3091.2
	3342.3
	3814.5
	4458.0
	4314.3
	2932.3
	3719.2
	5963.0
	6162
	8428.1

	Oil exports
	2929.6
	3112.7
	3597.1
	4231.3
	4085.4
	2581.8
	3356.5
	5578.0
	5664
	7861.1

	Oil exports %
	94.8
	93.1
	94.3
	94.9
	94.7
	88.00
	90.3
	92.9
	91.9
	93.3

	2- Imports
	2123.8
	1988.2
	2323.1
	2507.2
	2501.6
	2626.2
	2318.3
	2195
	3217
	3722.2

	3- Trial balance (1-2)
	967.4
	1354.1
	1491.4
	1950.8
	1812.7
	306.1
	1400.9
	3768
	2945
	4705.9

	Oil exports to GDP
	42.8
	45.3
	48.1
	48.6
	47.1
	38.3
	32.3
	49.1
	49.5
	46.35

	Trial balance to GDP
	13.4
	18.3
	18.8
	21.3
	19.8
	4.0
	15.4
	33.1
	23.7
	27.8


Source: Central Bank of Kuwait, Periodical Statistical Bulletin, April-June 2004-2005
In 2004, and as indicated from the pervious table, oil exports had increased due to the increase of oil prices and it represented 93% of total Kuwaiti exports. Further, oil exports represented 46% of Kuwaiti Gross Domestic Product for the same year. 
Hence, the Kuwaiti production and exports depend on cured oil which means that income, employment and living standards in Kuwait depend on oil production and exports. Therefore, any price fluctuations of oil in the international markets will have their impact on the Kuwaiti economy. 

 3- The leading role of public expenditure: 
Oil revenues represent major percentage of total public revenues. During the period 1988/1989 – 2003/2004 this percentage was 87% annually as reflected in table No. 3. 
In 2004/2005 this percentage was 91.2% which is high, while the remaining percentage, i.e. 8.8% represent tax revenues, particularly those levied from customs duties in addition to investment revenues and the revenues collected by the state in consideration for some services rendered to the citizens, such as transport, communications, electricity and water. 
Table No. (3)
Kuwait Public Revenues & Expenditures

1988-2005

Million KD

	Financial year
	Public revenues
	Public costs
	Surplus or deficit

	
	Oil revenues
	%
	Non oil revenues
	%
	Total
	
	

	88-89
	2035.1
	85.9
	332.7
	14.1
	2367.8
	2998.6
	(630.8)

	89-90
	2935.7
	90.8
	298.9
	9.2
	3234.6
	3095.7
	138.9

	90-91
	246.1
	90.1
	26.9
	9.1
	273.0
	7613.9
	(734.9)

	91-92
	495.9
	76.6
	151.4
	23.4
	647.3
	6111.5
	(5464.2)

	92-93
	2085.3
	88.2
	278.4
	11.8
	2363.7
	3936.3
	(1572.6)

	93-94
	2324.3
	89.2
	450.8
	10.8
	2775.1
	4240.8
	(1465.7)

	94-95
	2784.7
	89.8
	316.0
	10.2
	3100.7
	4193.2
	(1092.5)

	95-96
	3113.5
	89.6
	359.6
	10.4
	3473.1
	4126.5
	(652.4)

	96-97
	3935.9
	89.8
	455.1
	10.4
	3491.0
	3888.6
	502.4

	97-98
	3208.4
	88.9
	399.4
	11.1
	3607.8
	3977.9
	(370)

	98-99
	2252.4
	80.5
	543.3
	19.5
	2797.7
	4040.2
	(1785.8)

	99-2000
	4794.5
	91.5
	446.7
	18.5
	5241.2
	4010.0
	1231.2

	2003-2004
	5498.5
	87.4
	720.5
	11.6
	6219.0
	4927.4
	1291.6

	2004-2005
	8170.5
	91.2
	791.9
	8.8
	8962.4
	6315.2
	2647.2


Remark: the figures that are into brackets indicate negative value.

Source: Central Bank of Kuwait, Periodical Statistical Bulletin, April- June, 2004, P. 60 

Central Bank of Kuwait, Periodical Statistical Bulletin, October - December, 2005, P. 55. 
With respect to public expenditure, it represents the controlling variable of total economic variables of Kuwait. The levels of public expenditure and their increase rates are important index that must be observed to foretell economic activity of Kuwait.  

It is remarkable that public expenditure during the 1990s of the last century was not sufficiently flexible to keep pace with the drop of public revenues, particularly oil revenues that are subject to international market fluctuations. Hence, we had budget deficit. 
This weakness of public expenditure flexibility compared with public revenues of Kuwait is due to the commitment of the Kuwaiti government to provide all types of social, housing, health and educational care as well as different types of subsidy. Further, the government provides public services free of charge or at nominal prices that don't reflect the actual cost. Moreover, the government is committed to provide job opportunities for the citizens within public sector regardless actual need for such employees.  
In this respect the Kuwaiti government has adopted several measures to tackle budget deficit, the most important are to reduce current expenses and other changes. Further, it practices control on revenues and public expenditure, re-pricing public services, such as electricity, water, health and educational services, culture and communications. Furthermore, it has also increased customs duties on imports to an appropriate level … etc. 
4- Disorder of population structure: 

In addition to the fact that the oil sector controls the national economy and the leading role of public expenditure, the Kuwaiti economy is suffering from population disorder in favor of expatriates from Arab, Asian and other countries. 
Table No. 4 reflects development of population during the Kuwaiti developmental process. It is noticeable that percentage of the Kuwaiti citizens to total population has always been less than that of expatriates. 
Table No. (4)
Population growth throughout the Kuwaiti developmental process

Thousand populations 
	Statement
Years
	Population
	Total growth rate of population

	
	Total
	Kuwaiti
	Expatriates
	

	
	
	No.
	Total %
	No.
	Total %
	

	1957
	206.5
	113.6
	55.0
	92.9
	45.0
	--

	1961
	221.6
	161.9
	50.3
	159.7
	49.7
	11.1

	1970
	738.7
	347.4
	47
	391.2
	53.0
	8.4

	1980
	1357.9
	386.7
	28.5
	971.2
	71.5
	7.3

	1985
	1697.3
	411.1
	24.2
	1286.2
	75.8
	6.2

	1990
	2135.7
	572.4
	26.8
	1563.3
	73.2
	7.3

	1993
	1484.4
	642.6
	43.3
	841.8
	56.7
	8.0

	1996
	2093.9
	732.4
	35.0
	1361.5
	65.0
	3.4

	2000
	2217.3
	841.8
	38.0
	1375.5
	62.0
	5.9

	2003
	2546.7
	927.7
	36.4
	1619.0
	63.6
	5.0

	30/6/2005
	2866.9
	973.3
	34.0
	1893.6
	66.0
	6.3


Source: Ministry of Planning, Human Resources Department, 1997
- Ministry of Planning, Human Resources Department, November, 2005 

- Central Bank of Kuwait, Economic Report,  2003

latest available statements indicate that population estimates as of 30/6/2005, as reflected in the pervious table, had increased from 2.6 millions in 2003 to 2.9 millions in 2005 at an average annual growth rate of 6.3%.  In 2005 the number of the Kuwaiti citizens was about 34% of total population of Kuwait compared with 66% for expatriates from other countries. 
The said increase of total number of populations is due to the increase of expatriates' by 8.5% which exceeds the increase of Kuwaiti population at an average of 2.5%. 
It is worth mentioning that population growth rates witnessed by Kuwait since the 1960s is basically due to the willingness to achieve economic, social, cultural and health development through exploiting expatriates from Arab and south 


Asian countries. Those expatriates included the technical cadres and labor force that are required for the renaissance of Kuwait.  
Based on the above mentioned and due to expanding the development process and projects, expatriate population and labor force have become one of the most prominent features of the demographic structure of Kuwait. 
Foreign labor force represented 81.9% of total labor in Kuwait as of 30/6/2005 which is one of the highest percentages of labor force. Expatriates labor force has mainly concentrated in the private sector, while Kuwait labor force has been concentrated in the government sector at steadily increasing rates of 97% of total labor force as of 1997. However, it decreased to 50% in 2003 which means over dependence on the private sector with respect to development (
). 
While demand on expatriates labor force had been positively associated with economic growth in Kuwait during boom and flourish period in the 1970s and the first half of the 1990s, yet this association did not appear with the same strength during economic recession period and the decrease of growth rates. Further, labor force market did not witness the phenomena of returning immigration on the large scale, and most private sector companies and establishment decreased salaries, privileges and allowances payable to expatriates labor force to tackle the decrease of their profits.  
5- Increase of saving rates: 
The available statements reflect the increase of net savings (the difference between the available national income and ultimate consumer expenditure) remarkably during 2004 at about KD2909 millions and 77% compared with that of 2003 to become KD6658 millions or about 40% of the available national income of the pervious year. The conclusion of this growth of net saving on one 


part and the increase of net capitalist formation was 16% on the other hand. Further, surplus national resources increased during 2004 by KD2759 millions and reached KD5565millions compared with KD2806 millions for the pervious year (
).
6- The existence of efficient banking system and active stock exchange: 
Kuwait has efficient banking system that attracts more deposits of individuals that push development forward. The statements set forth in the economic report of the Central Bank of Kuwait for 2004 reflect the great importance of these deposits as the main source of funds within the Kuwaiti banking system. In this respect, total deposits of the private sector increased from KD9907 millions in 2003 to KD11124 millions in 2004 at 13% growth rate. This rate is considerable and conforms to the average growth rate of each individual in Kuwait. Further, private sector deposits to total assets are quiet high and reached 58% in 2004. Furthermore, its percentage was 97% of total credit facilitates granted to residents and local investments as well as debt purchase bonds for the same year(
). 
Stock exchange business gained major importance during the pervious years. In 2003 trading movement in Kuwait Stock Exchange witnessed standard unprecedented activity when the value of the circulated assets increased by 143.3% and the quantity of the circulated assets was about 78%. Moreover, the number of transactions was 108%. Consequently, circulated assets value was KD16250 millions of about 49563 million shares distributed to 1082 thousand transactions during 2003 compared with KD6680 millions of about 27838 million shares distributed to 521 thousand transaction during 2002 (
).
It is noticeable from the above mentioned that there are several characteristics which distinguish the Kuwaiti economy and confirm its specialty with respect to economic and social aspects. This in turn is reflected on the investment and economic development atmosphere of Kuwait. 
Union of Investment Companies: objectives, mechanism, management and activating its role: 
First: importance of investment sector to the Kuwaiti economy: 

The investment sector in the Kuwaiti market plays a leading role due to several reasons the most important of which are: 

1- The number of investment companies already listed with Kuwait Stock Exchange was 45 companies at 25% of total companies already listed with Kuwait Stock Exchange amounting to 181 companies as of March 2007. 
2- The capital of the listed investment companies was KD1743 millions at 25% of total capital of the companies already listed with Kuwait Stock Exchange and amounting to KD7 billions approximately as of March 2007. 

3- Market value of investment companies already listed with Kuwait Stock Exchange was KD8076 millions at 19.3% of total market value of the companies already listed with Kuwait Stock Exchange as of March 2007. 
4- Investment companies' profits already listed with Kuwait Stock Exchange was KD407572 millions during the period from January to September 2006. 
5- Average P/E of the investment companies already listed with Kuwait Stock Exchange was 7.92 times compared with 11.23 times of total market value as of December 2006. 
6- Average P/B of the investment companies already listed with Kuwait Stock Exchange was 1.95 times compared with 2.12 times of total market value as of December 2006.
7- Total assets managed by investment companies are about KD17 billions approximately, out of which there are KD300 millions belonging to investment Funds in the Kuwaiti market.

The previous statements confirm the importance of this vital sector of national economy. Further, this sector plays various functions in the market via institutional trading of portfolios and the investment funds managed by this sector. Moreover, it plays an essential role as market maker. Hence this sector is able to lead the market and create a balance between supply and demand. In this way it will decrease the effects of unjustified devaluation and protect small investors​.  In addition, it provides professionalism for the mangers of these investments and finally it promotes the market, spreads investment awareness and provides more transparency. 

The investment sector and financing services are divided into two main sections, namely: 
1- Companies that are mainly involved in investment and management of investment portfolios and funds. These companies are divided into investment companies that practice traditional activities and other companies that are carrying its activities in accordance with the provisions of the Islamic law. 
2- Service companies that provide financial services. These companies are divided into companies that provide traditional financial services and others that provide Islamic financial services. 
Second: objectives of Union of Investment Companies: 
Union of Investment Companies has been registered on January 2005 and its objectives are as follows: 
1- Studying local, territorial and international markets and their opportunities and challenges with respect to the Kuwaiti investor. 
2- Providing detailed database on the member companies of the union that will be recorded in the data network on the union's web. 
3- To provide statements and information on different activities of different sectors, market, rates, raw materials, workers … etc., provided that such information must be integrated, accurate and updated. 
4- To provide advice to the companies in the investment fields as well as financial services. Further, to promote the services and to manage debts as well as to develop and promote companies and provide assistance to develop management systems. 
5- To promote high quality cost effective services and to save time and effort, to arrange short term plans that achieve the objectives of the comprehensive plans. However, these plans must be flexible and amendable so as to implement business techniques and formalities easily and as soon as possible. 
6- To contribute and take part with the Ministry of Commerce & Industry to prepare a strategy for promoting investment in Kuwait and to publish the same on the international investment map. This strategy will be an accumulation of the efforts of several authorities and their coordination, particularly the Ministry of Foreign Affairs and Ministry of Planning. Further, to seek the assistance of international specialist offices to promote investment. 
7- To contribute in the adaptation of fair competitive atmosphere among all investment companies via providing knowledge and correct understanding of different cases and subjects. 
8- To provide accurate and comprehensive information on the Kuwaiti economy, its different sectors and to set up a database on the financial centers of multi-purpose financial investment institutions and to coordinate among them and Kuwait Chamber of commerce and industry. 
9- To follow up direct foreign investment flow worldwide that are carried out by international organizations and Arabian Investment Guarantee Institution and to include the same within appropriate information system to facilitate decision making. 
10- To calculate all direct foreign investments in Kuwait based on international concepts and definitions that are used in this respect. This may be made via constructing a unit that has access to the concerned authorities who are involved in collecting the statements of direct foreign investments in Kuwait (Foreign Capital Investment Office) and to connect the unit using a computer network. 
11- To prepare research studies on the impact of some international agreements, such as partnership agreement with the European Union and USA so as to evaluate this agreement and determine its impact on the movement of direct foreign investments and on the local and foreign investors in Kuwait. 
12- To reinforce contacts with international organizations and investment agencies and benefit from their experience. To continuously contact and coordinate with all forms of businessmen associations, either inside Kuwait or abroad to activate the construction of joint enterprises, to organize seminars and visits for investors and introduce investment atmosphere in Kuwait. 

13- Ideal use of the available potentialities of international market media on investment opportunities in Kuwait  and the projects that have priority in the national economy and all issues that may activate investment movement inside Kuwait in coordination with the Ministry of Foreign Affairs.  
14- To negotiate and conclude agreements among foreign investors and the Union with the existence of Kuwaiti partners, in case of joint enterprises. In this respect the Union will facilitate these negotiations, remove the obstacles and draw up agreements for all parties. 
15- The Union will contribute in the promotion of stock exchange via proposing legislative reforms that will complete the institutional bodies of the market. There is no doubt that the flourish of the stock exchange will provide necessary finance to investment companies and will render privatization successful. 

16- To adapt the appropriate legal framework for the protection of investment. This framework is considered as one of the important elements to improve investment environment and the stability of transactions. Moreover, it will promote trust in the economic system. All these are essential conditions for attracting private investments as legal protection and facilitating transactions and formalities that will provide sound legal framework, encourage capitalist accumulation and decrease transaction costs. Moreover, it will promote the feeling of stability within investors that is required for any long term investment. 
Third: tools of achieving the objectives of the Union: 

1- Investment related legislations and proposing the appropriate actions in this respect, particularly those related to the efficiency and integrity of managing economic investment projects. 
2- To prepare and launch projects for investment and to promote the same. 
3- To propose the systems that will guarantee success and ensure different investment risks and protect the consumer. 
4- To publish and distribute books, magazines and new letters related to promoting projects, activating investment and financial services. Further to prepare investor directory that will include the required investment information. 
5- To convene conferences and seminars and to organize visits and meetings for investors to introduce investment opportunities, guarantees and incentives. 

6- To provide micro feasibility studies on the companies that are willing to provide finance. 
7- To provide marketing department that will study investors' needs and provide information on markets. 
8- To exhibit the requirements of companies with respect to contribution or sales techniques. 
9- Direct contact with international companies and inviting them to visit the State of Kuwait. 
10- To encourage the current companies to expand their business and to add new investment tools. 
11- To link the projects with scientific research institutions and to plan or attract more foreign investments to Kuwait via linking performance development policy in the stock exchange with all economic and financial policies that will be adopted. 
12- To start a campaign to probe the problems of the Kuwaiti investors via convening meetings between the Union and investors all over Kuwait. 

13- To expedite the implementation of several databases to available all information to investors in conformity to the principles of transparency. Further, to prepare and publish periodical reports on the Union's business and to prepare more multi media to serve the interest of investors, including news letters, CDs, booklets and web sites.) 

14- To follow up the projects after their incorporation in order to know any obstacles that face execution and to take immediate steps in this respect. Further, to provide all services and assistance that may be required by companies. 
15- To settle disputes that may arise among the members. 

16- To layout and implement ambitious program to promote local and foreign investments. 
17- Effective participation in the territorial and international gatherings and conferences that are concerned with investment to introduce the potentialities of the Kuwaiti economy and to encourage investment flow. This includes a committee that will follow up and assess multi parties international investment agreement negotiations that may be conducted within the scope of economic development and cooperation organization. 
18- To activate the role of commercial representation offices abroad to promote investment of Kuwait developmental projects among the foreigners who have savings but they lack knowledge of the available investment opportunities in Kuwait. In this respect meetings and visits may be organized and arranged. Moreover, seminars and workshops may be convened inside Kuwait and abroad in addition to publishing and distributing brochures among businessmen to attract their funds for investment inside Kuwait. 
19- To arrange promotional plan to attract more local investments in Kuwait. 
20- To publish indexes to international brochures and magazines that fully focus on Kuwait economy, reform policy in Kuwait and that will promote investment opportunities in Kuwait along with the participation of the private sector (Union's members) to finance and issue these appendixes. 
21- Continuous follow up of projects already agreed upon, either by Union's members or from abroad or both of them to verify the existence of clear business plan for the investors and that this plan has attainable objectives. Moreover, it will provide experts who will assist investors to tackle any obstacles that may arise. 
22- To focus on the issues that serve the objectives of investment companies and achieve economic stability, including the following: 
a- to carry out legislative changes that will serve and attract more investment and that will support positive atmosphere of investment in Kuwait via laying out the appropriate means for such amendments along with seeking the assistance of investors and tackling the shortcomings that may arise from implementation. 
b- To organize relationships between investment – current or new – and government authorities via concluding the ideal form that will determine and organize these dealings. To select the cadres that will be employed in these institutions. 
23- To oblige the government to stabilize the financial, monetary, credit and tax policies as well as all polices that are governing investment atmosphere and to achieve stability. However, commitment to these policies for a specific time period. Moreover, the government undertakes that it will not issue sudden resolutions and that will be complete transparency with respect to any public interest only and contribute to study investment community. 
24- To achieve cooperation with the Central Bank of Kuwait, Kuwait Chamber of Commerce and Industry, the Financial and Economic Committee at the National Assembly and with the concerned ministries (Ministry of Commerce and Industry and Ministry of Finance), insurance companies and banks. Cooperation with such concerned authorities will be made via constructing investor services complex that will comprise representatives from these authorities to simplify the formalities and to save time and effort, to provide advice to investors and to assist them with different means, to arrange courses on the investment importance in the State of Kuwait as well as investment privileges in the State of Kuwait, average returns and expected risks. 
Since legislation adapts the appropriate economic atmosphere, so to extent the governments will be able to promulgate appropriate and suitable legislation that are conforming to international variables, this will be positively reflected for all investors. In this way investments will increase and gross rates will be improved. It is agreed upon that the law must reflect the actual political, economic and social atmosphere already prevailing within the society. Moreover, it represents a tool for interpreting the policies into rules and formalities. Therefore, the legislative policies and economic and social legislation must be observed. 
Fourth: the management of Union of Investment Companies: 
1- The board of directors of the Union consists of nine members to be elected during the general assembly for three years by secret ballot, provided that three standby directors must be added from among those who have obtained the highest number of votes following the directors. 
2- Whoever candidates himself for the board of directors must be a member in the Union or at least one year upon opening candidature. Further, it is a condition for whoever candidates himself to be a director, that he must be a chairman, vice chairman or chief executive in the companies that are subject to these systems and they must have paid the annual subscription contribution. Moreover, his directorship must remain valid throughout the period of directorship. However, once he loses his capacity as a director or chief executive, he will not be a director and he will be replaced by the standby director. 
3- The board of directors of the union is the executive authority in charge with implementing the legal resolutions that may be passed by the general assembly of the union and its jurisdiction is as follows: 
a- Undertaking internal and foreign relationship as well as carrying out union's affairs. 

b- Developing the bodies of the union and managing its projects. 

c- To prepare the annual report on the business of the union that will include general description of union's circumstances, the development of membership and its achievement in different fields. 
d- To consider the application for membership and to take appropriate actions in this respect. 
e- To discuss the complaints of the members and to investigate the same. 

f- To conclude contracts and agreements in the name of the union. 
g- To call the general assembly and prepare the closing account. 
h- To provide necessary finance to manage the projects of the union in the manner that will not contradict with the provisions of article 37 of the civil law. 

4- The chairman is the legal representative of the union before all authorities. Further, he will preside over the meetings of the board and general assembly. Furthermore, he and the cashier will sign payment checks after obtaining the consent of the board. In this respect he will have the right to sign contracts and agreements that may be concluded with third parties in the name of the union. 
5- The secretary general of the union will implement all bylaws of the union and board's resolutions. Further, he will supervise all works of technical and administrative committees. Moreover, he is entrusted keeping literature, correspondence and records of the union. Further, he and the chairman will sign the minutes of the board and general assembly. Furthermore, he will follow up chief executive and submit an annual report on business progress of the union and he will receive applications for candidature for the board of directors and he will send an invitation to the directors in case the general assembly is convened. 
6- The cashier is entrusted collection of subscriptions and other funds of the union. Further he will pay for purchase invoices, salaries and will supervise the accounts of the union. Moreover, he will maintain the accounting documents of the union and he will keep KD200 as permanent loan to provide for urgent issues. 
Moreover he will prepare the closing accounts of the ended financial year and he will prepare draft budget of the next year in collaboration wit the secretary.  
7- The board of directors will appoint a secretary general for the union from among those who have high experience in the investment, financial or administrative affairs. His financial provisions will be determined by the boar and necessary technical, administrative and financial system will be affiliated to it in order to conduct the business. The secretary general will practice his functions and potentialities will be described in the bylaws and under the supervision of the chairman. 
The secretary general of the union will be entrusted the following: implementing all rules and regulations that may be issued by the board, to supervise the administrative business of the union, to keep files, resolutions, literature, all correspondence, records and contracts of the union, to send invitations to attend the meetings of the board, to supervise the employees of the union and to prepare an annual report on business progress at the union and to submit the same to the chairman at the last meeting before convening the annual general assembly of the union. 
8- The board of directors will meet on monthly basis. The quorum will be more than one half of the directors. However, should this number is not available, the meeting will be postponed for one week and the directors will be advised of the date and time of the second meeting that will be valid should it is attended by at least one half of the directors. The resolutions of the board will be adopted by absolute majority. In case of equal votes, the side of the chairman will be prevailing. Moreover, the board of directors may be invited to an extra ordinary meeting should the same is requested by the majority of directors or upon the request of the chairman.  
Fifth: towards better performance of Union of Investment Companies: 

 Kuwait Union of Investment Companies plays an essential role, as above mentioned, in the economic life of Kuwait. It is considered as the legal representative of the Kuwaiti investment companies. Further, it gives opinion on investment related issues and stock exchange along with the management of the stock exchange. Further, the opinion of the union will be obtained with respect to draft economic laws that may be offered for negotiations by experts and economic analysts such as stock exchange law and commercial companies' law, etc. 
To activate the performance of the union, the management must primarily activate different proposed tools, already referred to. Moreover we hold that the following must be given due care: 

1- To activate the relationship of the Union of Investment Companies with Kuwait stock exchange. 

The union must contribute to the evaluation of investment companies effectively to support the Kuwaiti economy with successful companies that will provide an added value to the community and it will engage labor force, and achieve sustainable development for the Kuwaiti people. There is no doubt that the share value of these successful companies will increase in the stock exchange. 
Further it must contribute in discussing stock exchange with stock exchange management. Moreover the chairmen and officials of the investment companies must provide their proposal on the requirements of the Kuwaiti market, the possibility of offering new investment tools in the stock exchange and the formalities of dealing with the same. 
Further Union of Investment Companies will discuss draft economic laws before being adopted in the national assembly, such as stock exchange law that is currently prepared by the Ministry of Commerce and Industry. In this respect the union has formed a specialist committee to study the articles of the law and the extent of its general coverage of Kuwait Stock Exchange requirements during the next period. 
The union can activate the role of the stock exchange via activating the supply and demand on the stock exchange. 
2- Activating the relationship of the union with the Central Bank of Kuwait: 

There is no doubt that there are mutual efforts between Union of Investment Companies and Central Bank of Kuwait. In this respect the Central Bank of Kuwait will conduct continuous contacts and meetings with the members of the union to exchange opinions. 
3- Activating the role of the commercial banks: 
Union of Investment Companies may improve the investment conduct of the individuals and incite them to work and cooperate with the commercial banks. These banks will play major role in investment increase and the promotion of Kuwait Stock Exchange with respect to their impact on liquidity, in general, the liquidity of financial papers and the efficiency of dealing with the stock exchange. Light may be shed on the most important aspects that may be played by banks in the field of activating and promoting Kuwait Stock Exchange: 
a- Banks may set up investment funds that will activate the stock exchange and balance prices in the market and enable small investors to invest their funds in the financial papers more easily and efficiently. 
b- Banks may provide loans and facilities to finance the purchase of different companies' shares. 
4- The union promotes investment awareness among individuals: 
This requires providing the basic information to the individual investors. The most important of this information is: 

a- Information on environment and international circumstances: 

This information represents the possibility of any political, economic or social international changes which may be reflected on the economic situation inside the country. This may be made via publishing the opinions of analysts and financial experts in the newspapers and magazines that are available to ordinary individuals. 

b- Information on local economic circumstances: 
It represents economic growth rate, inflation standard, trends of interest rates, unemployment percentage, etc. 

c- Information on industry circumstances: 
The information relating to industry circumstances and its impact on economic events are essential, particularly those who are willing to invest in the financial papers issued by these industries. 
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