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Source: IMF

COUNTRY OVERVIEW 

The State of Kuwait is one of six countries forming the Gulf Cooperation Council (GCC), resting 

in a strategic location at the head of the Arabian Gulf with an area of 17,818 square 

kilometers, bounded by Iraq and Saudi Arabia from the north, west and south. The official and 

only currency used in the state is the Kuwaiti Dinar, equivalent to USD 3.49 (end of October 

2009). 

 

The Arab Islamic state has a population of approximately 68% of non-Kuwaitis, varying 

between Arab, European, American and Far East nationals. Kuwait’s population reached 3.4 

million as of June 2009 with around 70% between the ages of 15-64 years while females 

represent currently circa 38% of the total population.  

 

Kuwait’s population has been growing noticeably 

since the classification of the country as an oil 

exporter. The population’s annual growth rate 

reached 3.98% prior to the financial crisis in 

2008, whilst its CAGR reached 6.18% for the 

period between 2001 & 2007. During that 

period the state’s population grew at an 

accelerating rate in light of the promising 

outlook of the country’s economy. In general, the 

increase in Kuwait’s population is mainly driven 

by the country’s economic conditions and 

investment potentials. As a matter of fact, just 

like the population grew in light of favorable 

economic conditions, it also shrank as a result 

of the economic contraction experienced by late 

2008; the slowdown of economic growth drove 

more expatriates to leave due to a shrinking job 

market hence slowing down the growth of the 
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population for 2008-09. However, with economic recovery and the revival of oil prices, growth 

rates are expected to rise once more. According to IMF, the total population is expected to 

reach 4.1 million by 2014, with an average growth rate of 2.8% per annum between 2009 

and 2014. In addition, the labor force population is also expected to expand at a higher rate of 

4% annual average (averaging 8% in 2004-08). What contributes to the higher growth rates 

of foreign population would be their natural demographics, since 86% of the foreign 

population is between the ages of 15 & 64 versus only 57% of Kuwaiti nationals, hence, 

setting the foreign population to grow faster. 

UNEMPLOYMENT 

Kuwait’s unemployment rate is generally low (EIU, Jul 09); 7% of the Kuwaiti workforce 

receives unemployment benefits, however, the proportion of those seeking jobs is around 2%. 

These rates are unlikely to grow, with the increasing shifting of Kuwaiti workers into the 

private sector and the continuous government expenditure on employment in the government 

sector. As for the financial crisis effect, the fraction of the work force touched by the crisis 

was mainly the expatriates; however, the number of expatriate laborers is expected to 

continue its upward trend over the next few years. Finally, it is worth mentioning that a 

relatively big chunk of the working force in Kuwait falls under the unskilled labor category.  

KUWAIT’S ECONOMY 

Kuwait’s economy is almost entirely dependent on oil exports, granting the country the 

financial power, attracting foreign investors’ appetite but limiting its GDP growth to the 

fluctuations of the Black Gold prices. The State’s GDP is highly reliant on exports (oil exports 

constitute 95% of total exports- 2007) and imports with a foreign trade/GDP ratio of circa 

75%; In fact, export balances developed swiftly over the past few years as a result of inflating 

oil prices. Another large portion of Kuwait’s GDP goes to Gross Capital Formation. Moreover, 

Investments in the state have accounted over the previous years for nearly 20% of nominal 

GDP, while the level of government consumption along with the private-sector consumption 

reached about 45% of GDP. Hence, the continuous hike in oil prices and the increasing foreign 

capital attraction to the region, created the robust financial position of the country, which in 

turn elevated domestic demand to reach double digit growth rates by 2007. 
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GDP: A TEMPORARY SETBACK 

The Black Gold Dominates  

Kuwait's economy is highly subjugated by the petroleum sector; this is evident when we look at 

Kuwait's GDP components in 2007 (in line with the oil prices boom), the sector with the 

heaviest impact on GDP was oil & gas, contributing 54% of total GDP back then. In addition, 

the community, social & personal services along with the financial institutions were also large 

contributors to the GDP. Both sectors were directly and indirectly supported by the boom in oil 

revenues through liquidity surplus while attracting foreign investment opportunities. Kuwait’s 

oil sector reflects confidently the oil boom effect, exhibiting 27% nominal growth out of 31% 

total growth in the same period (Fig. 3). 

 

Table 1- GDP sectors in 2007 by production 

Sectors   
Real GDP 

(Mn KWD) 

Nominal GDP   

(Mn KWD) 
Rank Nominal GDP Share (%) 

Oil & gas     7,147 17,348 1 54.6% 

Community, social & personal services 3,112 4,109 2 12.9% 

Financial institutions   2,548 3,912 3 12.3% 

Transport, storage and 

communications 1,903 2,186 4 6.9% 

Others (Detailed below)   4,055 4,196 - - 

Manufacturing   1,391 1,584 5 5.0% 

Real Estate     1,086 1,271 6 4.0% 

Wholesale and retail trade   917 1,088 7 3.4% 

Construction   450 582 8 1.8% 

Electricity, gas and water   589 372 9 1.2% 

Business services   219 259 10 0.8% 

Restaurants and hotels   146 227 11 0.7% 

Insurance     86 132 12 0.4% 

Agriculture and fishing   54 70 13 0.2% 

Mining and quarrying   16 39 14 0.1% 

Balance of imputed bank, insurance 

service  charges & import duties 
-899 -1,428 - -4.3% 

Total (GDP at purchaser's price value) 18,765 31,751 - 100% 

Source: Central Bank of Kuwait  

 

As evident in the table above, the financial institutions sector along with transport, storage 

and communications sectors witnessed significant growth rates during the period 2004-07 

(Fig. 3). The contribution of financial institutions sector to Kuwait’s GDP grew from 9% in 
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2004 to 12% in 2007, where around 

76% of the increase was recorded as 

real growth in the sector (29% out of 

38%). The transport, storage and 

communications sectors recorded a hike 

of 21% as an average real growth rate 

(out of 28%) during the same period, 

marking it as the second fastest growing 

non-oil sector. Total Real Estate sector 

growth since 2004, was 5%, of which 

4% was inflationary growth and only 1% 

was real growth. Real Estate makes up a 

large portion of the U.A.E and Qatar’s GDP (8% and 1:% respectively). In other GCC 

economies, this sector records a lower portion of 4 to 6% in GDP.  

As for major non-oil sectors, Kuwait's private 

sectors are more services oriented rather than 

manufacturing, Real Estate or trade. As a result, 

Kuwait’s real GDP growth rate fell the most 

amongst its neighboring countries in 2009 (IMF, 

Oct 09) to stand at -1.5% (Fig. 4). However, we 

believe that in the short run, real growth achieved 

by non-oil private sectors such as telecom & 

financial institutions, during the period 2004-07 

may smooth the effects of slower demand and 

lower profitability. In accordance with the IMF’s 

latest projections, Kuwait’s nominal GDP could 

possibly contract by 27% to KWD 32.91 billion in 

2009. Furthermore, Real oil GDP is projected to 

contract by 8.7 percentage points, from 4.2% in 

2008 to -4.5% for the same period. In 2010, 

Kuwait’s GDP is foreseen to grow by 3.3%. Despite successful piecemeal efforts to boost oil 

production in 2008 (capacity up by 6.4%), oil exports are expected to fall sharply in 2009, 

especially after OPEC’s agreed production cuts. As oil is expected to stimulate the economy 
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through government consumption, and hence private-sector domestic demand, the outlook of 

the state’s GDP level sounds stable in the long-run; according to IMF, real oil GDP will rebound 

by 0.9% in 2010. In the short-run however, the government and the Central Bank may have 

been able to mitigate the crisis aftermath by adjusting prices and wages coherently with 

short-term GDP contractions in 2009, and applying cautious fiscal and monetary policies to 

maintain a stable outlook.  

INFLATION: RETREATING PIECEMEAL 

The stout increase in consumable goods coupled 

with high oil prices propelled average consumer 

price inflation up to 10.5% in 2008. However, 

large surpluses from previous years combined 

with slouching commodity prices (-46.4% in oil &   

-27.9% in nonfuel commodities in 2009), are 

expected to lead average inflation down slowly but 

steadily to 4.6% in 2009 and 4.4% in 2010 (Fig. 

6 & 7). According to the IMF, Kuwait is expected 

to have the highest inflation rate among GCC 

economies, Lebanon and Jordan in 2009 and 

2010, with doubts that inflation in Kuwait will go 

back to its pre-crisis levels anytime soon. The 

latest update from the Central Bank of Kuwait on 

liquid and cash management shows that money 

supply (M2) growth rates were higher than 

expected average real GDP growth rates in 2009 

which may trigger inflation levels by the end of this 

year.  

FOREIGN DIRECT INVESTMENT FLOW 

Foreign direct investment (FDI) has been under intense pressures in the previous periods. 

Despite few legislative amendments (i.e. Kuwait Income tax Regime), the steps taken toward 

the long path of liberalization and privatization have been moderate. FDI is expected to remain 

low despite improving foreign investment policies (Opening the Real Estate market in Kuwait 

for GCC buyers). The oil and gas sector however will remain out of the reach of foreign 
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investors, which will unfortunately limit technology and know-how transfer. In 2007, net capital 

flows to Kuwait stood at -30 billion USD, the lowest among GCC economies. 

INDUSTRY OVERVIEW 

GLOBAL 

Real Estate and property markets around the globe bore the brunt of the financial upheaval 

the most, with Real Estate prices falling more than 40% over the past 9 months (i.e. prices in 

Dubai fell by 25% in the last quarter of 2008). Losses from Real Estate around the world 

stood at USD 233 billion through the second quarter of 2009.  

 

In the Americas, financial distress reached USD 136 billion by the end of the second quarter 

in 2009 while the Asia-Pacific region’s accumulated losses for the first half of 2::9 reached 

USD 29 billion. Nevertheless, midyear 2009 is considered the bottom- for Real Estate 

markets; this fact was emphasized by the launching of Morgan Stanley’s Real Estate USD 4.2 

billion International Real Estate Opportunity fund. The fund, which intends to invest in Real 

Estate portfolios across all property types and direct Real Estate assets and developments, 

already dedicated circa 50% of its capital to investments in Japan, China and Western 

Europe.  

 

In fact, despite enormous losses reported from Real Estate ventures through the first half of 

2009, a 112% recovery since year 2008 has been recorded around the globe. In the 

Americas, recovery reached 151% from year-end, with most of the recovery recorded during 

the second quarter. EMEA (Europe, Middle East and Africa) recorded a slower yet significant 

bounce back of 76% year to date moving hand in hand with the revival of the Asia-Pacific 

region. 

 

Finally, it is worth mentioning that Real Estate markets like in the US, Paris and Moscow are 

recuperating rapidly, overlapping other markets with promising outlooks.  
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MENA AND GCC 

The Real Estate and Construction field in the Middle East is undergoing major activity and 

development, led by GCC countries, which combined represent the largest economic group in 

the Middle East in addition to being the 17th largest economy globally.  

Backed by oil reserves, undeveloped landscapes and supportive regulatory environment, the 

region is expected to take the lead with regards to construction, infrastructure projects and 

Real Estate. The key factors aiding and directing the region’s growth are as follows: 

 The availability of financial resources comprised of oil reserves, in addition to small 

populations. Both factors attract foreign laborers along with foreign investment and 

financing projects.  

 One new field of attraction for the region is tourism, which has been growing lately as a 

result of vast infrastructure projects and entertainment interests. In fact, Dubai has been 

ranked among the top 10 touristic destinations, giving the U.A.E a momentum of global 

attraction.   

 Eased regulations as well stimulated the region into further growth, after some of the GCC 

countries eased their foreign investment limit regulations.  

The boom of the GCC region as a financial and Real Estate investment base was originally 

backed and promoted by local government interventions seeking global exposure. As a matter 

of fact, average income from investments in Real Estate ventures in the GCC and Middle East 

amounted to 8.2% per annum over the past decade. In addition, GCC governments allocated 

USD 720 billion for infrastructure projects from 2002 until 2008.  

THE FINANCIAL MAYHEM 

Nevertheless, despite oil reserves and well-designed infrastructure and Real Estate expansion 

plans, the region was not able to fight the tide of the financial mayhem. It is evident that the 

effect of the financial cataclysm touched all GCC Real Estate markets; however, the degree of 

impact on each market varied based on the country’s various exposure factors such as 

foreign investments, benchmark price of oil revenues set, the capital structure and prices of 

the Real Estate sector prior to the crisis in addition to the level of liquidity reserves hoarded.  

The GCC recorded significant losses during the past 10 months, with Kuwait as the first to 

feel the tide. In fact, out of a total USD 1,966 billion Real Estate & construction ventures 
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across the region, USD 432 billion worth current projects were cancelled by the third quarter 

of 2009, with most of the cancellations taking place by mid-year. The impact of the financial 

downturn bore heavily on infrastructure, Real Estate and construction projects, where a total 

of USD 24.14 billion worth Real Estate projects in the GCC (excluding U.A.E) was subject to 

cancelation. Moreover, in the U.A.E only, projects cancelled reached circa USD 240 billion, 

whereas losses in Kuwait reached USD 1.64 billion as of early 2009. As for corporate results, 

by the end of 2008, Real Estate earnings in the GCC plunged by 31% versus a 44% slump in 

market capitalization. Furthermore, negative results in the sector suffered by Kuwait and 

Dubai reached USD 842 million and USD 671 million by the fourth quarter of 2008.  

Despite the chaos, signs of recovery are starting to appear as the financial upheaval bottoms 

out in GCC countries. Earnings of Real Estate companies in the region started to recover 

during the first quarter of 2009, led by Qatar, Abu Dhabi & KSA. As a matter of fact, 

countries like KSA and U.A.E are experiencing high demand for Real Estate already. 

Meanwhile, U.A.E is currently seeking alternative investments in KSA, Lebanon and North 

Africa; by the end of 2008, the Emirates had already injected USD 1.1 billion into Lebanon’s 

property sector. Furthermore, by the third quarter of 2009, project cancelation slowed down 

in Saudi Arabia, Qatar, Abu Dhabi, Oman and Kuwait, while it kept rising in Dubai and Bahrain.  

In conclusion, Real Estate markets in the MENA region are expected to stabilize in 2010, only 

to start a new cycle of recovery in 2011.  

REAL ESTATE INVESTMENT TRUST (REITS) & ANNUAL YIELDS 

The establishment of the first REIT goes back to 1960 in the US, when legislations exempted 

these companies from paying income tax conditional on some criteria to be met. Controllable 

risk levels in Real Estate investments, better liquidity options for investors and a trusty source 

of retirement and living expenses compensation are known as key advantages of REITs. REITs 

are actually diversified into residential, retail, office, industrial, health care, hotels and resorts 

sectors. 

On a global scale, REITs have been listed in 20 markets across the globe including some GCC 

financial markets since 2006 with a global market capitalization of USD 700 billion in 2009. 

REITs are a medium risk investment class delivering returns ranging from 5 to 10% on 

average. In the long run, REITs exhibit minimal corrections, however in 2::7 the REITs’ bubble 

burst after dramatic corrections in the U.S. market. 
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On a regional scale, one of the earliest established REITs in the GCC region was in 2006, by 

HSBC & Daman “The Arabian Real Estate Investment Trust (AREIT)”. The fund was managed 

by a joint venture company owned by HSBC Bank Middle East Limited and Daman. Their 

primary focus was to invest in the commercial sector and prime locations in GCC region. 

According to the new chief investment officer at AREIT, investors received return distributions 

of 8% per annum with an IRR in excess of 50% since June 2006. 

The GCC region holds the seed for a rather good potential for REITs; with U.A.E, Qatar & 

Kuwait ranked respectively as first, third and fourth highest percentages of millionaire 

households in the world. In addition, huge opportunities in undeveloped Real Estate in Saudi 

Arabia signaled a good potential for REITs, where investors hold USD 267 billion in Sharia-

compliant assets as of August 2008. Remarkably, amidst the financial crisis, a Kuwait based 

REIT -Markaz Real Estate Fund established in 2003- announced 10.4% total annual return; 

7% cash & 3.38% capital gain paid on a monthly basis payments, reportedly in September 

2009. 

The first publicly listed Sharia-compliant REIT was established in August 2008 in Singapore, 

however by June 2009, the MENA’s first Islamic REIT establishment was approved by the 

Central Bank of Bahrain (CBB).  

After the global financial turmoil and the strong healthy position Islamic Banking proved to 

have, Bahrain is trying to introduce a new Sharia-compliant asset class offered to investors in 

the MENA region. The estimated annual return is 8.5% per annum from investing in 

residential, commercial and industrial Real Estate across the GCC. The new law aims to take 

advantage of lower prices and depressed capital expenditures. Afterwards, this fund might 

also be listed in Kuwait and Saudi Arabia stock exchanges. 

The Future not as Bleak 

 In 2008, a small portion of Real Estate investments (10–15%) were channeled through Real 

Estate funds, potentially through investors seeking higher yields. In general, REITs’ yields are 

low in the MENA region (5% to 10%), while some development funds targeted 18% 

annualized return over five years1. However, after the crisis, with depressed markets and the 

need for secure yields, even though lower, REITs could be seen as instruments with great 

potentials to flourish. Analysts believe that investors in the U.A.E and GCC region are seeking 

                                                 
1 Markaz Real Estate Opportunities Fund 
2 Ahmad Saidali, vice president, fund advisory and indirect investment at CB Richard Ellis Financial Services Middle East. 
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investments in income generating assets with higher security and transparency in the long 

run. Analysts2 suggest that REITs’ outlook allocation in GCC economies may hold share of 52% 

in Saudi Arabia, 20% in U.A.E, 16% in Kuwait, 6% in Qatar and 4% and 2% for Oman and 

Bahrain respectively. 

 

KUWAIT REAL ESTATE 

REAL ESTATE & CONSTRUCTION VS. GDP 

The Kuwaiti Real Estate market has been undergoing major development and expansion since 

early 2000; backed by the boom in oil prices, it contributed more than 5% of the country’s 

real GDP by 2007. However, beginning in 2002, both the real estate and construction 

sectors started to shrink in relative size from total real GDP, along with the oil & gas sector. 

Albeit 2007 witnessed the peak of Kuwait’s economy and Real Estate, the Real Estate and 

construction sectors experienced sluggish growth rates thereafter.  

 

Actually, between 2002 and 2007, construction shed 8.4% of its share, whilst Real Estate 

shed circa 28%. The slump in Real Estate and construction contribution to real GDP came as 

a result of shifts in interests from those sectors in favor of the financial services, transport 

and communication sectors in addition to the utilities sector. Financial institutions provided 

solid and quick gains over the previous decade, tempting investors to increase their capital 

investment in the sector. On the flipside, apparently a big chunk of investors resorted to a less 

aggressive and more secure kind of investments, injecting capital into the public services 

sector (Electricity, Gas, Water, Transport, Storage and Communication). By 2007, the utilities 

sector’s (Electricity, Gas & Water) contribution to Kuwait’s real GDP reached 3%, up by 

58.5% from its level in 2002. Furthermore, the Transport, storage and communication 

sector’s share also soared by 95.8% over the same period, whilst Financial Institutions’ share 

skyrocketed by 112.7%.  

REAL ESTATE & CONSTRUCTION VS. M3 

These changes in Kuwait’s GDP constituents’ market share are related directly and indirectly 

to oil prices and the monetary policy of Kuwait. The relation is proved through the high 

                                                 
2 Ahmad Saidali, vice president, fund advisory and indirect investment at CB Richard Ellis Financial Services Middle East. 
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correlation found between the GDP, oil prices, money supply and interest rates on credit 

facilities. As a matter of fact, when testing the correlation of these three factors (GDP, Real 

estate & Construction and Money Supply) we concluded a rather high correlation. Correlation 

between all three exceeded 0.79 over the examined period. 

Over the past 8 years, money supply has been 

growing at CAGR 14.7%, whilst credit facilities 

grew at CAGR 19.8%. Facilities allocated for 

Real Estate and construction (representing 29% 

on average of total credit facilities over the past 

8 years), grew during the last 3 years to an 

average of 32%. Meanwhile, combined loans 

allocated for the two segments grew at CAGR 

24.3% over the past 8 years, with a higher 

allocation to Real Estate. 

As demonstrated in Figure 8, loans allocated to each segment paved contradicting patterns 

throughout the period from 2002 to present.  Thus, it is evident that investors tend to allocate 

their capital to one of the segments at a time, for the sake of conservatism. Nevertheless, 

with their negative correlation (-6.3%), the two segments can produce rather high returns if 

combined in one portfolio. 

Finally, the expansion of Real Estate in any country is directly related to demand, hence, 

increasing population. Based on our data, population and the percentage of Real Estate & 

construction from real GDP grew simultaneously, exhibiting strong correlation of 96.3% 

between 2002 and 2009.  

REAL ESTATE DEMAND VS. 

INFLATION 

 

First things first, we start with the relation 

between Real Estate demand and the inflation 

rate in the state. It is evident from the graph 

(Figure 9) that the demand for Real Estate 

properties, with all its segments, drops at 
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times of high prices. Trend-lines exhibited in the graph, derived from the two variables’ 

negative correlation, prove that the two adopted contradicting patterns over the examined 

period.  

Indeed, consumers and investors enjoy a limited amount of tolerance with regards to 

increasing prices; the elasticity of demand for Real Estate is highly sensitive to inflation directly 

and oil prices indirectly.  

Over the past few years, although prices were almost continuously increasing, Kuwait’s Real 

Estate was a great attraction point. In fact, during 2007 inflation grew from 3% in 2006 to 

5.5%, meanwhile demand continued to grow in chorus. Nevertheless, by 2008, as inflation 

shifted to double digits (10.5% year average by December), oil prices slouched and the 

financial crunch took place, demand for Real Estate plunged significantly with Real Estate 

prices and sales values (sales values tumbled by 51% by December 2008 from its highest 

value recorded in February 2008).  

However, woes of the financial squeeze hammered inflation heavily after consumption shrank 

in light of the financial flux. By February 2009, inflation had plunged to 5.9%, from a high of 

9.02% recorded in December 2008 on YoY basis.  Despite soothing inflation, consumption 

was not back to its pre-crisis levels, as consumers remained hesitant and skeptical of the 

financial market stability. Nevertheless, a minor recovery was witnessed between February 

and September of 2009, when total number of units sold mounted by a mere 3.5%. 

THE YEAR OF DEFIES - 2008 

Year 2008 was a bumpy ride for the Real Estate sector in Kuwait; challenges surfed since 

early months, starting with the laws 8 & 9 on residential property trading. The laws that 

originally aimed to limit residential property price speculation and prevent mortgage financing. 

With the two laws, the leash on Real Estate companies was tightened even prior to the 

financial crisis, as mortgages are the backbone for Real Estate companies’ liquidity. In fact, the 

two laws were the reason behind Kuwait’s Real Estate market being the first to collapse in 

2008. Furthermore, another factor that deepened the fall was CBK’s stricter regulations on 

consumer and installments loans, which consequently abated the demand for both the 

residential and investment segments of the Real Estate market. 

Amid the financial crisis, sales value of Real Estates in Kuwait tumbled by 29.4% in 2008. 

Despite some recovery seen during the first half (sales value up by 26.3%), sales dipped once 
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again by 33.1% in September 2009, compared to June 2009. Indeed, the ailing Real Estate 

industry reported continuous declining sales that reached KWD 67 million in September 

2009, plunging circa 34% compared to the corresponding period in 2008. Losses were split 

amongst the Real Estate sector segments divided into Residential, Commercial and 

Investment. In Kuwait, the residential sector which is currently open for freehold to all GCC 

citizens (with some limitations), accounts for more than 70% of Real Estate sales.  

SEGMENTS OF THE MARKET 

Residential 

The segment represents most of the Real 

Estate sector in Kuwait (75% market share as 

of September 2009), targeting mainly Kuwaiti 

nationals. According to the Real Estate 

registration department at Kuwait’s Ministry 

of Justice, sales in the sector grew by 26.6% 

in 2007 (the apogee) compared to 2006, of 

which 83.8% were residential properties. As a 

matter of fact, over the past few years, 

residential property average market share 

(2003-07) dominated 85% of total units sold. 

Nevertheless, as inflation grew higher and liquidity eroded, demand for Real Estate properties 

started to shrink. By 2008, the sector was subject to an accelerating inflation rate, tighter 

regulations and a liquidity squeeze. As a consequence, sales started to shrink, bringing total 

units sold down by 38% compared to 2007. The residential segment was the main victim of 

the Real Estate sector indeed, tumbling by 45% in 2008 from its levels in 2007. The segment 

suffered continuous losses since the government banned private firms from residential Real 

Estate mortgages in March 2008. As a result, residential property sales value backtracked by 

31.4% to reach KWD 76 million by the end of 2008. Furthermore, by June 2009, the 

number of residential units sold plunged the most by 52%, bringing residential properties’ 

market share down to 69%, compared to June 2008 (total units sold dipped by 45%). 

However, on a YTD basis the residential segment revived gradually, as the financial crunch 

started to bottom out after the second quarter; by the end of the first half, demand for 

residential property grew again by 45%, whilst the whole property market grew by 32% (from 
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January 2009). Furthermore, by September 09, a recovery of 12% in the number of 

residential units sold was felt YTD (69.4% slump in 3Q-08), with sales value reaching KWD 

405 million.  

 

This shy recovery came after Kuwait Finance House won the lawsuit against laws 8 & 9, lifting 

government restrictions on property mortgages off financial Islamic institutions. In addition, 

the cabinet’s approval for construction in previously prohibited areas like Abu Fatira and Al 

Fenetees also contributed to the segment’s awakening. The latter two areas were able to re-

fertilize the Real Estate market in Kuwait; giving people a chance to invest. In addition, recent 

updates in the market also contributed to injecting liquidity into the Real Estate sector. Deals 

like Zain’s sellout of 46% of its shares to an Indian company and the buyout of Boubyan Bank’s 

shares by the National Bank of Kuwait, both stimulated the market, including the Real Estate 

sector.  

Investment  

This segment constitutes of any kind of 

buildings or land whose purpose is income 

generation through price appreciation or 

rentals, rather than residence. Investment 

property sales dwindled by 49.4% amid the 

financial turmoil, to record KWD 609 million in 

sales by the end of 2008. Over the past few 

years (2003-07), investment property market 

share has hovered circa 14% on average; 

however, as Nationals moved away from 

residential properties and more into income generating properties, the segment experienced 

growing interests starting 2008. Investment properties’ market share grew from 15% in 

2007 to a solid 23% by the end of 2008, then again to 27% by September 2009. 

Nevertheless, the sector still underwent some losses as a result of global and local financial 

conditions when the number of units sold plunged by 13% during the second half of 2008 

only. Moreover, demand continued to dwindle in 2009, bringing the number of units sold down 

by 11% during the first half YTD, and a further 44.9% during the three month period ending in 

September 2009.  
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Commercial 

This segment represents retail properties, 

office buildings, shopping centers & hotels, 

warehouses & manufacturing facilities, 

complexes and vacant land that have the 

potential for development for these types of 

buildings. In Kuwait, commercial Real Estate 

contributed to 1% of total Real Estate units 

sold between 2003 and 2007, to rank as the 

smallest Real Estate segment. Nevertheless, 

as interests in the tourism sector grew and 

more eyes aimed towards the industrial sector in Kuwait, the demand for commercial 

property also grew, bringing the sector’s market share to 2.2% by the end of 2::8 and 2.9% 

by September 2009. This segment which dropped when the number of commercial units sold 

fell by 10% by June 2009 YTD compared to the corresponding period in 2008, recovered 

partially by September 2009, shrinking its losses to 5.3% YTD.  

 

Summary trends in sectors 

        Table 2- Number of units sold & market share trends 

2003-2007 

CAGR %

YoY% 

2008

YTD % 

June 09

YTD % 

September 

2009

2003-

2007 

CAGR %

YoY% 

2008

YTD % 

June 09

YT D  % 

Septembe

r 2009

Residential 6.4% -45% 45.3% 11.7% -5.0% -14% 9.0% 46.8%

Commercial 26.1% 32% 0.0% - 29.1% 96% -83.4% -

Investment 4.3% 7% 12.4% -38.1% 5.3% -3% 22.0% -11.7%

Total 6.7% -38% 32.2% -9.2% -          -          -          -          

Units Sold M arket Share

 
        Source: Ministry of Justice – KMEFIC Research  

CONCENTRATION PER AREA 

As per the United National Development Program (UNDP), around 85% of the population 

resides in Kuwait City or the four towns that make up the Municipality area. The UNDP 

expects that by 2015, almost all of the Kuwaiti population will be living in urban areas 

compared to the 80% recorded in the 1980s. In fact, most of the infrastructure projects 

planned for the State is within this metropolis; hence, the foreseen density of the population is 

expected to grow within that area in specific through residential property of course. Note that, 
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as mentioned earlier in this report, the residential Real Estate segment comprises most of the 

Real Estate sector in the country, targeting mainly Kuwaiti nationals. Therefore, residential 

Real Estate is expected to continue growing in Kuwait City and towns outside the dominant 

district in addition to districts that are less developed than the main capital. 

 

 

Demand for Real Estate in Kuwait has been distributed mainly between Al Ahmadi, Hawalli and 

Farwaniya with market shares of 28%, 24% and 23%, respectively over the period 2003-08.  

Note that these areas are dominated mostly by Residential and Investment properties, which 

form the majority of Real Estate ventures in Kuwait. In earlier years (2003-04), demand was 

concentrated in Farwaniya and Hawalli, however in 2005 as Farwaniya and Hawalli started to 

shed market share, Al Ahmadi started to gain some. Meanwhile, Mubarak Al Kabir, Kuwait 

City and Al Jahra sustained almost a fixed average of their respective Real Estate market 

share at 13%, 10% and 2% over the period 2003-08.  

As demonstrated in the graph above, the concentration of Real Estate demand (number of 

units sold as a percentage of total units sold) started to shift by early 2009, moving away 

from Farwaniya and Al Ahmadi, into Mubarak Al Kabir and Al Jahra. The distribution of units 

sold in Farwaniya plunged from 17.5% market share in 2008 to 16.7% in September 2009 

along with interest in Al Ahmadi, which also plunged from a high of 44.3% recorded in 2008 

to a low of 22.9% by the third quarter of 2009. On the other hand, Hawalli witnessed a hike in 

market share from 20.3% reported in 2008 to 27% by September, whilst market share of 

Mubarak Al Kabir and Al Jahra mounted from 7.8% & 3.2% to a solid 18.7% & 6.3% 

respectively.  
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However, when it comes to number of units sold, the only growing metropolis were Mubarak 

Al Kabir and Al Jahra, which both hiked by 45% and 25% by June 2009 on a YoY basis. 

Furthermore, by September, the YTD change in number of units sold in that metropolis 

recorded a growth of 22% and 7% respectively. On the other hand, despite growing market 

share, Kuwait City and Hawalli’s units sold abated by 33% and 55% by September 2::9 on 

YTD basis. The same happened with Farwaniya and Al Ahmadi whose units sold declined by 

49% and 73% over the same period. 

The increase in units sold in areas like Mubarak Al Kabir and Al Jahra can be logically 

explained by two facts:  

 The residential property as mentioned earlier is still the largest component of properties in 

Kuwait, hence, controlling to some extent the Real Estate distribution in metropolis with 

Kuwaiti residents’ concentration (Mubarak Al Kabir & Al Jahra). The right explanation 

would be extensive government backup housing plans for residents. In fact, the Kuwaiti 

Government allocated KWD 1 billion for housing projects, which targets seven areas 

across the State. Furthermore, Kuwait plans to build 70,000 new houses by 2015 to 

meet growing housing demand, which explains growing demand in areas like Mubarak 

Alkabir and Al Jahra.  

 The second fact would be the increasing market share of investment properties along with 

the foreseen increase in the expatriate population, which explains the high concentration 

of Real Estate in Hawalli and increasing demand for units in Al Jahra. 

We expect further expansions into Mubarak AL Kabir, Al Jahra and Al Ahmadi areas as a 

result of the increasing demand for investment and commercial properties and residential 

government plans. Finally, we also believe that as a result of increasing demand on investment 

properties, rents demonstrated strong resistance to the general drop in Real Estate prices 

and are expected to continue to do so should the financial crisis effects depart.  
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REAL ESTATE IN KSE 

THE INDEX – HUMBLE AGAIN 

As a big producer of oil, all sectors in Kuwait’s GDP and on the bourse are correlated to global 

fluctuations in oil prices. Thus, despite some dispersion, KSE’s general index and the Real 

Estate sector both adopt patterns that are more or less parallel to that of oil prices. Over the 

three-year period that preceded the crisis, the Real Estate index has been outperforming 

Kuwait’s general index, only to humble down by September 2::8. From then on, the index 

followed moderately footsteps of the general index, copying its highs and lows.  

 

Within four months of the financial crisis hitting Kuwait, its Real Estate index shrank to less 

than half, down by 54%, retreating to levels of three years back. Nevertheless, during the first 

half of 2::9, expectations of a rejuvenated market surfed, boosting investors’ appetite for 

Real Estate stocks once again. As a result, the Real Estate index grew by a mere 6.1% 

between January and June 2009. However, investors faced detrimental first half results in all 

sectors, namely in the Real Estate and investment sectors. The latter sector toppled, to top 

the losers’ list with aggregate losses amounting to KWD 266 million by the first half 2009. 

The Real Estate sector ranked as the 3rd on the losers list with regards to first half results; 

aggregate results for the sector plunged by 76.3% compared to the previous year’s first half 

results. Note that, these results are for 32 Real Estate companies, out of 35 Real Estate 
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companies listed on KSE. 2009 first half results suppressed investors’ appetite and shoved 

the Real Estate index down again by a further 14% between June and September 2009. 

 

After midyear passed and the half-year results shock was absorbed, investors’ financial panic 

soothed. Albeit the setback after half-year results, it is safe to say that both Kuwait’s general 

index and Real Estate index smoothed down featuring less volatility levels as compared to early 

2009, adopting a more stable pattern and increasing at a decreasing rate. In fact, during the 

ten-month period ending October 2009, the Real Estate index pulled itself together again, 

shrinking by a mere 14% from the 53.5% slump between September 2008 and January 

2009.  

RELATIVE VALUATIONS & HEAVYWEIGHT 

PLAYERS 

RELATIVE VALUATIONS 

Our small universe comprises of three listed companies in the Real Estate sector chosen 

based on their high share turnover ratio (above 120%). We conducted fundamental analysis 

on the companies’ performance and stock patterns. Eventually, we reached a fair value for 

each stock, using industry norms and comparative figures from our universe. 

In order to value the stocks, we referred to two methods; the Gordon Growth Model & the 

Price to Earnings Multiple. In our task, we used Kuwait’s Real Estate sector price multiples, 

growth rates, returns and cost of equity. After reaching a fair value using both methods, we 

assigned different weights for each method to reach our hybrid valuation for each stock.  

Jeezan Holding Company 

Jeezan Holding Company (formerly Jeezan Real Estate Company) is a public shareholding 

company established in 1983 with a paid up capital of KWD 27 million and was listed on KSE 

in 2007. The company is engaged in trading, investing and developing land and properties in 

addition to the maintenance of buildings, commercial and residential complexes and public 

utilities. JEEZAN’s major shareholder is the public, holding 93.67% of its shares. Furthermore, 

JEEZAN has investments in a number of companies in the Real Estate and financial sector in 



November 2009 KMEFIC Research 

Kuwait Real Estate Sector 

 

 Kuwait Real Estate Sector P a g e  | 22 

Kuwait and U.A.E. The holding has been demonstrating a topsy-turvy performance over the 

past few years. JEEZAN has projected a rather volatile trend in earnings from operations 

(investment income) over the past few years, shifting between gains and losses. JEEZAN, 

which closed its year end books in 2007 with a net profit of KWD 14 million recorded losses 

exceeding KWD 20 million in 2008, stemming mainly from changes in investments at fair 

value. However, by the end of the first half 2009, JEEZAN was able to recover most of its loss, 

reporting a mere net loss of only KWD 0.267 million, stemming from impairments of available 

for sale investments. Note that, adding other comprehensive income from investments 

available for sale would result in net profit of KWD 1.69 million for 1H-09. Meanwhile, the 

holding maintained low exposure to leverage over the years, with an average Debt to Equity 

ratio of 14% and enormous debt coverage abilities prior to the crisis. 

Jeezan on the trading floor 

As for the company’s performance on the 

bourse’s floor, in 2::8, the stock reported 

lower volatility and higher average daily 

returns compared to our universe’s average. 

In fact, by the end of 2::8, the stock’s 

volatility reached 53%, compared to the 

average volatility of our universe of 56.8%.  

During the first half of 2009, the stock 

demonstrated higher volatility levels and 

negative average daily changes as compared 

to our universe. Nevertheless, by the third 

quarter, the stock started to recover, with an average daily gain of 0.03% and experience 

some tranquility (Volatility of 27.8%).  

After examining the company’s performance over the past few years, taking into consideration 

the global effect of the financial crisis and current market conditions, we’ve reached a 

projected fair value of KWD 0.071 for JEEZAN’s stock, an upside of 10.8% from its closing 

price on the 9th of November 2009. 
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Kuwait Real Estate Company 

Kuwait Real Estate Company is one of the oldest Real Estate companies in Kuwait, 51% 

publicly owned with most of the remaining shares held by Kuwait Holding Company and Kuwait 

International Investment Company (17.4 & 13.6% respectively). KRE is involved in the 

investment, development and leasing of Real Estate property. Established in 1972 and listed in 

1984, KRE exhibited continuous growth in its main stream of revenue (rental income from 

investment properties) with a CAGR of 8.4% over the past five years. The company reported 

gains from investments of KWD 26 million and KWD 30 million as net profits during the 

apogee of 2007. Nevertheless, amid the attack of the financial mayhem, the company 

reported a net loss of KWD 46.8 million by the end of 2008, stemming mainly from 

investment losses. Nevertheless, revenues continued to grow in 2008 to KWD 10.3 million, 

up by 16.4% from 2007, exhibiting strong operations. Moreover, by the end of the first half of 

2009, KRE recorded a net profit of KWD 2.9 million, stemming from revenues of KWD 5.1 

million. In fact, investment income contributed 35% of net income and 17% of total revenues.  

Balance sheet wise, the cash flow index attested that 30% of net income reported branched 

from operations, whilst debt coverage ratio plunged from a high of 69% in 2007 to a low of 

8% by June 2009. Note that, the company maintained an average Debt to Equity ratio of 36% 

over the examined period. 

 

KRE on the trading floor 

KRE’s stock was holding on very well during 

the past 9 months, with diminishing volatility 

and average daily losses. However, by the end 

of the 3rd quarter, the stock’s losses 

prolonged, even though by a slim percentage, 

closing the quarter as the sole loser amongst 

our universe on a basis of average daily 

changes (-0.0002%). Note that the stock has 

the lowest market exposure relative to our 

universe, with a Beta close to the market’s.  

Our valuation for Kuwait Real Estate Company concluded an upside for its projected share fair 

value over its closing price on the 9th of November 2009 of 8.5%, with a projected share price 

of KWD 0.092.  
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Munshaat Real Estate Company 

Munshaat Real Estate in an Islamic company, involved in Real Estate investment development 

and management in both Kuwait and Saudi Arabia. Munshaat shares are split mainly between 

the public and two major shareholders; Aref Investment Group and Sukuk Investment Holding 

(25.3% & 25% respectively). The company was established in 2003 and listed on Kuwait 

stock exchange by November 2007. In 2008, Munshaat established a Real Estate company 

worth SAR 3.76 billion in K.S.A., in addition to its SAR 1.46 million project (Zamzam Tower) 

and Al Safwa Towers complex in Makkah. Furthermore, the company developed a type of 

Islamic bonds, which entitles holders to the use of the Real Estate for a period of time (Sukuk 

Al Intifa’a), managed by MAS International Company. Meanwhile, in June 2::8, Munshaat 

underwent a deal with an Omani based company to build a zone of luxury villas worth OMR 6 

million. The company’s biggest projects are Al Mehrab Tower, Al Waha Towers, Bakka Tower 

and Dar Al Qiblah. While examining Munshaat’s financial results, we noted that the company 

exhibited outstanding performance, through the good times and the bad times. In 2006, net 

income reached KWD 36.9 million, followed by KWD 27.2 million in 2007. In fact, in 2008, 

while other Real Estate companies recorded losses, Munshaat sustained a solid position with 

a net profit of KWD 9.7 million. However, the company was not completely shielded; 

Munshaat’s balance sheet experiences a rather high exposure to leverage (external financing 

to internal financing above 15:%), probably due to its activities. The company’s current ratio 

and external financing cost coverage ratio dropped during 2008 and the first half of 2009 

from 113% in 2007 to 76% in June 2009 and from 22% in 2007 to 2% in June 2009, 

respectively.  

Munshaat on the trading floor  

In chorus with the company’s performance, 

Munshaat’s stock also demonstrated strong 

performance over the past year. By the end of 

2008, the stock maintained its positive 

average daily changes, the highest amongst its 

peers in our universe. When it comes to 

volatility, the stock also mirrored a pattern 

safer than average, with its diminishing 

volatility over the past nine months. As 
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demonstrated in the graph, by the end of the 3rd quarter, the stock’s recovery rate was 

0.52% on an average daily basis, recording the highest upturn amongst its peers.  

 

Our valuation for Munshaat Real Estate Company concluded an upside for its projected share 

fair value over its closing price on the 9th of November 2009 of 11.5%, with a projected share 

price of KWD 0.086.  

Investors Holding Group Company 

The company is an Islamic Real Estate entity engaged in investment, development and 

property management, in addition to investing in Real Estate funds in accordance to Islamic 

Shariaa. The holding is currently owned by Grand Real Estate projects (77.24%) and the 

public, with investments in both Kuwait and Bahrain. In May 2008, the company was planning 

to set up a USD 2 billion investment firm with the Libyan government, however, no further 

updates were found regarding the deal. As for the company’s performance, the group 

demonstrated a relatively strong performance over the examined period, recording a net 

income of KWD 13.5 million marking an apogee in 2007. However, similar to its peers, the 

company faced some difficulties as 2008 came to an end, recording a net loss of KWD 24.3 

million. Nevertheless, by the end of the first half of 2009, the company managed to get back 

on its feet, recording a net gain of KWD 0.847 million, stemming mainly from investment 

income. 

In general, as a result of low external financing exposure, the group had a low external to 

internal financing ratio of 2% in 2007 and a humongous external financing coverage ratio 

(670% in 2007). However, due to losses recorded in 2008, equity plunged resulting in an 

external financing to equity ratio of 31% by 

the end of the first half of 2009. 

The Holding on the trading floor 

Relative to its peers, the company’s stock 

shuffled aggressively during the past year; 

bouncing higher and slouching deeper each 

time. The greatest loss for the share was 

seen during the second quarter 2009, when 

the average daily losses reached 1.75%, 

higher than the universe average. 
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Nonetheless, by the end of the 3rd quarter, the stock recovered by 0.29%, recording the 

second highest recovery in our universe.  

As for the stock’s volatility, it fluctuated above and below the universe average over the 

examined period. 

Our valuation for Investors’ Holding Group concluded an upside for its projected share fair 

value over its closing price on the 9th of November 2009 of 4.2%, with a projected share price 

of KWD 0.045.  

 

REAL ESTATE – OUTLOOK ASSESSMENT 

According to the latest updates in the OECD global economic outlook, recovery in the world’s 

economy started earlier than what analysts have been expecting so far. Most of the G7 

economies lowered the magnitude of foreseen contractions for 2009 from 4.1% in aggregate 

GDP to an expected 3.7% up till September 2009. Moreover, the spread between corporate 

and government bond yields decreased significantly as it is also expected that fewer banks will 

continue to tighten lending facilities even after government interventions and bail-out plans.  

Following prominent signs of recovery around the globe, we conclude that the Real Estate 

markets are recording a gradual recovery. Positive statistics on the US housing market from 

surveys of S&P/Case Shiller and the Federal Housing Finance Agency suggest that a recovery 

has started in property markets.  

Consequently, the same applies to the GCC region, albeit the present of the Real Estate sector 

in the region does not seem rosy at the moment, investors did not run out of optimism when it 

comes to the future of the sector. Yet, it might be too soon to see banks and financial 

institutions in GCC economies utilizing their usual catalyst of lending, gaining back their lending 

momentum once again. Moreover, the recent observed vibrant movements in the Real Estate 

sector across the globe demonstrates a direct dependence of the sector on macroeconomic 

outlook expectations and the banking sector lending environment. Our findings suggest that 

the correlation between fundamental macroeconomic expectations and the Real Estate 

sector resilience is considerably significant. Listed below are a number of key factors that are 

likely to boost the Real Estate sector in specific areas: 
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 GDP per capita (purchasing power parity) 

 Utilized cash credit facilities by financial institutions to residents in Real Estate sector  

 Weighted average interest rate on credit facilities 

 Government & private sector spending 

 Building materials lower prices 

Our assessment on these macroeconomic variables exhibits positive and robust demand 

opportunities in the non-oil sector and prominent property demand; mainly supported by the 

energy and petrochemical sectors’ positive revenue streams. However, a certain number of 

factors might affect the sector’s boom adversely, namely the “lack” of land availability, legal 

limitations for foreign property ownership and the level of the country’s openness. Despite 

major ratifications in laws and regulations that were lately applied by Kuwait’s government, the 

legal body and government authorities need yet to pace up with opening the country to foreign 

investors from outside GCC countries. A high oil reserve in virgin areas is a major reason 

behind the scarcity of land allocation.  

Another negative element affecting the sector adversely is its indirect dependence on 

government revenues from the oil & petrochemical sector. Further, the Real Estate sector is 

heavily dependent on financial institutions’ lending power, which is also strongly correlated with 

government budget expenditure and net lending. Emphasis on the latter idea is eminent 

although oil revenues projection is positive; the trend may be volatile due to world oil price 

shocks.  

                            Table. 3 - Outlook assessment on Real Estate demand 

Factors Outlook Trend Impact on Real Estate 

GDP per capita (PPP) Positive Stable Positive 

Utilized cash credit facilities Positive Stable Positive 

Weighted average interest rate Negative Stable Positive 

Government expenditure Negative Unstable Negative 

Source: KMEFIC Research 

GDP PER CAPITA (PPP) 

At an estimated USD 38,875 in 2009, GDP per head in Kuwait (at purchasing power parity 

rates) is the second highest after Qatar, when compared to its rich Gulf Arab neighbors. 

According to the IMF’s latest October update, over the period of 2009-14 compound annual 
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average growth rate of GDP per capita is projected to stand at 3.3%, comparatively lower 

than most of GCC economies.  

The consumption expenditure in the private sector will continue to boost through high levels of 

disposable income for the next five years. Annual projected growth rates in GDP per capita 

reveals that Kuwait will continue (with a 2.6% drop in 2009 due to a shoddier economy) to 

have a positive steady increase compared to average GCC economies’ growth rates and 

regional countries like Lebanon and Jordan.  

Moreover, Kuwait’s household consumption per head is expected to expand, estimated at an 

average of USD 14,888 during 

2008-13, with an annual 

average growth of 4.4%, 

ranking as the second highest 

in the region after U.A.E.  

The stout upward trend is 

largely due to government 

spending stemming from 

strong oil and investment 

revenues. Consumption is 

forecasted to reach USD 

17,360 by 2013; in line with 

prudent growth in population (4.1m in 2014) this will indeed push the overall consumer 

spending up over the projected period. Hence, we found the outlook of GDP per capita (PPP) 

to be positive and stable which will consequently affect Real Estate sector demand positively. 

CASH CREDITS TO 

RESIDENTS 

In its latest issue of GCC Credit 

Survey (Jun 09), Standard & 

Poor’s classified Kuwait as the 

country with the strongest 

balance sheet position in the 

region. The government balance 
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sheet is believed to allow Kuwait to sustain a 10% of GDP fiscal deficit without any need of 

further borrowings for a period of 30 years ahead. In terms of reserves & assets, unlike all 

other GCC countries, Kuwait is the only country in the GCC which has successfully recorded 

continuous growth of +2% in net foreign assets between Jan 09 and Jun 09.  

Since liquidity conditions started to deteriorate in October 2008, Kuwait’s government 

reassured investors and local capital markets through deposits guarantee in local banks and 

the introduction of Financial Stability Law (FSL). The FSL, issued earlier in March 09 by an 

Amiri decree, was still pending for approval by the National Assembly in June 2009; the FSL is 

supposed to enhance and strengthen Kuwait's credit market and financial sector. Under the 

second part of FSL, the government of Kuwait will provide a 50% state coverage of the new 

financing provided by Kuwaiti banks to all clients, individuals and companies up to a collective 

maximum of KWD 4 billion (some USD 15 billion) during 2009-10.  

Since the authorities’ policy with regards to the banking sector is to preserve financial stability 

and stabilize domestic financial markets, several measures were taken by CBK and 

Investment authorities to restore the soundness of the financial system and to support 

growth. The CBK injected adequate liquidity in the banking sector supplied by deposits from 

governmental institutions. As a result, according to IMF projections of some selected 

monetary indicators in 2009, an increase of 11% in net domestic assets from 2008 will take 

place, whilst a 3.5% hike is projected in net foreign assets from KWD 7.6 billion to KWD 7.9 

billion over the same period. Thanks to Kuwait’s strong position in both domestic and foreign 

net assets, credit facilities 

held on to positive growth 

rates since the start of the 

financial crisis.  

As a result, credit facilities 

granted to the private 

sector from local banks 

sustained a positive trend 

even after the financial 

turmoil, recording a stable 

growth on a monthly basis 
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(at Compound Monthly Growth Rate CMGR of +0.7%) between Aug 2008 and Aug 2009. 

Facilities of Conventional and Islamic Investment companies adopted the opposite direction 

with different paces. Customer financing operations of Islamic Investment companies declined 

monthly since Aug 2008 (with one exception in December 2008) recording a negative CMGR 

at 1.7%. The decline in credit facilities balance of conventional investment companies was 

sharper at a negative CMGR of 2.1% after witnessing consecutive drops in every month since 

Aug 2008 to Aug 2009.  Growing credit risk along with the decrease in investors’ risk 

tolerance, in addition to the stout fall in financial assets value have been the main factors 

behind the sluggish credit market. Easing credit markets to the private sector, as a priority for 

authorities, is considered a major factor in stabilizing the financial sector. Therefore, it is 

expected that by implementing FSL, the financial market is encouraged to retain credit 

facilities to economic activities. As a result, banks’ lending power showed strong resilience and 

remained generally sound, however, the risks associated with distressed assets of investment 

companies have emerged.  

According to the IMF’s latest Kuwait country report, a sound profitable banking sector in 

2008 was witnessed due to adequate capital ratios well above the required regulatory norm, 

low ratio of nonperforming loans and having relatively low liquidity risk. A key element to 

restore continuous normal credit access to the private sector was the decision to increase 

loan-to-deposit ratio from 80% to 85% by CBK; CBK also encouraged local banks to maintain 

financing options to companies and individuals, and avoid selling collateral shares on loans 

rather renewing their credit lines. Therefore, as a result of the government’s strong support 

and intervention, the trend of facilities and loans given to residents have been increasing in the 

banking sector, declining mildly in Islamic Financial institutions and considerably in 

Conventional Financial Institutions. Our 

assessment is positive and stable on 

lending flows from banks. 

AVERAGE INTEREST RATE  

The expansionary approach in 

monetary policy in addition to 

introducing repos with various 

maturities resulted in lower interbank 
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rates. Furthermore, cutting weighted average interest rates in utilized credit facilities is 

expected to stimulate the Real Estate market. The sector is expected to boom, providing lower 

cost of finance to property projects through local banks. During a 14 month period, (Aug 08- 

Sep 09) the decline pace in interest rates recorded a monthly compounded average of              

-2.10%. Adding to that, Kuwait cut its repo rate in July 2009 to 0.75% (overnight), 1.75% 

(one week) and 2.25% (one month). This measure was taken to normalize domestic money 

market conditions against the backdrop of stable macroeconomic activity. We strongly believe 

that the outlook for interest rates will remain low and will not increase in the short run.  

GOVERNMENT SECTOR SPENDING  

According to the IMF, Kuwaiti government spending is likely to continue boosting the local 

economy, namely, in consumer expenditure. However, by looking at Kuwait's quarterly actual 

revenues and expenditures, the slouch in the government’s actual revenues of 57% in Q1-09 

compared to average quarterly levels in 08 was not a surprise, after the harsh fall in oil prices. 

On the other hand, the expenditures side experienced striking growth of 127% in Q1-09 

compared to its quarterly average 

of 2008, resulting in KWD 3.7 

billion as deficit in Q1-09 (actual 

revenue less actual expenditure). 

According to authorities, the 

budget of 2009-10 might undergo 

cuts in current expenditure while 

capital expenditure remains the 

same. (E.g. the deferral of KWD 5.5 

billion transfer to pension fund - as 

per IMF report). Note that 

according to the latest S&P credit 

survey, Kuwait is rated as the sixth 

most vulnerable country to oil prices after Bahrain, Saudi Arabia, Azerbaijan, Nigeria and 

Oman with 0.63 score (highest vulnerability =1). Therefore, due to high sovereign fund 

reserves, the impact of falling oil prices has significantly diminished. However, our views are 

more pessimistic on government stable trends of expenditure, precisely expenditure on 

infrastructure. Despite the optimistic data of IMF with overall balance deficit versus 
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forecasted positive balances starting from 2010, we found the trend of government 

expenditure to be volatile and not sustainable enough to support a long term stable growth in 

lending facilities to banks. 

OTHER SHORT-TERM INFLUENCING FACTORS-BUILDING MATERIAL  

Gloomy Days 

Prices of building materials which have fallen from a mere -7% to a solid -67% (before crisis to 

April 2009; average -21%), dampened the hardship of liquidity deficiencies. Moreover, as Real 

Estate prices in Kuwait started to rebound recently (between April 2009 and October 2009), 

prices of building materials hiked by 33% (average 13%). The recent recovery in raw 

materials prices stems mainly from two major events in regulatory updates; firstly, the lifting 

of laws 8 & 9 off Islamic financial companies following a lawsuit filed by Kuwait Finance House 

(KFH) and secondly, Kuwait’s cabinet decision to allow construction in 7 new areas. We 

believe that, although the materials cost is rising, the prices are low enough to encourage 

investment in Real Estate sector with feasible raw materials production cost. 

            Table 4 - Building material price before and after crisis 

 

             *As of September 2008 

           Source: Local Newspaper as o 19/10/2009 

 

 

 

 

 

Building Material Price Before April October % chg. %chg.

KD per unit Crisis* 2009 2009 Before crisis - April 09 April 09 - Oct 09

Iron 420 140 170 -67% 21%

Regular Cement 28 26 25 -7% -4%

Sulphate Resistant Cement 29.5 27.5 27.5 -7% 0%

Dyes 4.5 4.5 4.5 0% 0%

Wood House 88 66 88 -25% 33%

Gravel 11 8.5 11 -23% 29%

Average -21% 13%
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LATEST NEWS AND UPDATES 

 The government of Kuwait cancelled a number of projects like Jaber Hospital, the fourth oil 

refinery, the DOW Chemical project, Al-Asima, and Al Tameer Office building. 

 The Ministry of Commerce Committee and the Cabinet have approved constructions in 

previously prohibited areas with insufficient infrastructure (i.e. Abu Fatira and Fenetees).  

 The Kuwaiti Government allocated KWD 1 billion for housing projects, which targets seven 

areas from around the state.  

 Kuwait plans to build 70,000 new homes by 2015 to meet growing housing demand. 

 Kuwait Finance House (KFH) won the lawsuit filed against adopting laws 8 & 9 related to 

mortgaging residential properties. The two laws forbid public companies from buying, 

selling or mortgaging residential properties. 

 KFH’s Asian Real Estate fund recorded a profit of 40% over a 3 year period. Local 

investors will be receiving 6% as quarterly profit. 

 KFH extended the operating period of its Turkey Real Estate fund, offering 10% profit to 

shareholders.  

 The Public Authority for Housing Welfare (PAHW) is mulling establishing a private 

company to plan and execute Al- Metla’a City project, which has a projected cost of around 

KD 700 million. 

 The Cabinet intends to present two urgent draft laws to the parliament during the last 

parliamentary session of 2009 to establish two shareholding companies for construction 

and investment in current and future residential areas. 

 The Public Authority for Housing Welfare (PAHW) handed over 160 new homes in Saad 

Al-Abdullah City to Kuwaiti citizens as part of the state's efforts to provide housing to its 

citizens. PAHW will hold a draw for the fourth group of houses in the area, 177 in total, 

which was scheduled to be handed over to the chosen applicants in late June.  

 BOT Law 7 states that in order for a government body to enter into a BOT agreement, it 

must first receive approval from the supreme committee. The new law also cut down the 

lifespan of BOT projects from 40 to 30 years, after which parties must deliver the project 

to the state.  
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APPENDIX  

Table 5 - Average daily chg% in closing price, volatility and beta for selected companies 

Av. daily chg % in closing price End 2008 Q1 09 Q209 Q309 

Investors Holding Group Co KSCC 0.68% -0.60% -1.75% 0.29% 

Kuwait Real Estate Co KSC 0.53% -0.17% -1.15% 0.00% 

Jeezan Holding Co KSCC 0.70% -0.69% -1.45% 0.03% 

Munshaat Real Estate Projects Co KSC 0.74% 0.22% -1.33% 0.52% 

 Average 0.66% -0.31% -1.42% 0.21% 

Volatility End 2008 Q1 09 Q209 Q309 

Investors Holding Group Co KSCC 50.26% 64.73% 33.60% 33.35% 

Kuwait Real Estate Co KSC 59.20% 44.10% 34.17% 25.20% 

Jeezan Holding Co KSCC 53.28% 74.85% 39.95% 27.86% 

Munshaat Real Estate Projects Co KSC 64.48% 44.82% 44.87% 25.56% 

 Average 56.81% 57.13% 38.15% 27.99% 

Beta End 2008 Q1 09 Q209 Q309 

Investors Holding Group Co KSCC 1.6 1.69 1.66 1.68 

Kuwait Real Estate Co KSC 1.06 1.16 1.19 1.21 

Jeezan Holding Co KSCC 1.35 1.32 1.39 1.39 

Munshaat Real Estate Projects Co KSC NA NA NA NA 
 

Source: REUTERS, KAMCO 
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Table 6 - Real Estate projects details in Kuwait 

Project Name 
Project 

Value USD 
million 

Status 
Completion 

Date 
Owner 

Waqf Tower 90 Ongoing 2009 
 

Al Aqeelah - Crystal Villas NA On Hold 2009 
Al-Aqeelah Leasing Finance and 

Investment 

Al Asima Real Estate - Al Asima 821 Cancelled 2010 Al Asima Real Estate 

Kuwait PAHW - Saad Al Abdullah Residential 
City - Block 8a (Phase 1) 

114 Ongoing 2010 Public Authority for Housing Welfare 

Crystal Tower 100 Ongoing 2010 NA 

Kuwait PAHW - Saad Al Abdullah Residential 
City 

NA Ongoing 2010 Public Authority for Housing Welfare 

Kuwait PAHW - Saad Al Abdullah Residential 
City - Block 8a (Phase 2) 

NA Ongoing 2010 Public Authority for Housing Welfare 

Kuwait PAHW - Saad Al Abdullah Residential 
City - Block 8b (phase 1) 

NA Ongoing 2010 Public Authority for Housing Welfare 

Kuwait PAHW - Saad Al Abdullah Residential 
City - Block 8b (phase 2) 

NA Ongoing 2010 Public Authority for Housing Welfare 

Kuwait PAHW - Saad Al Abdullah Residential 
City - Block 8b (phase 3) 

NA Ongoing 2010 Public Authority for Housing Welfare 

Kuwait MPW - Jaber Ahmed Al Jaber Al 
Sabah Hospital 

1,200 Ongoing 2011 Ministry of Public Works - Kuwait 

Kuwaiy City United Tower 250 Ongoing 2011 NA 

Subiya Seafront Resort 250 Ongoing 2011 NA 

International Trade City 100 Ongoing 2011 NA 

Al-Sour Tower 90 Ongoing 2011 NA 

Kuwait MPW - Failaka Island Development 3,300 Delayed 2013 Ministry of Public Works - Kuwait 

Kuwait MPW - Bubiyan Island 6,000 Ongoing 2014 NA 

Kuwait University - Kuwait University City 3,500 Ongoing 2014 Kuwait University 

Tamdeen Real Estate Company - Silk City - 
Mubarak Tower 

100 Delayed 2014 Tamdeen Real Estate Company 

Kuwait PAHW - Sabah Al Ahmad Future City 27,000 Ongoing 2015 Public Authority for Housing Welfare 

Kuwait PAHW - Khairan Residential City 20,000 Ongoing 2015 Public Authority for Housing Welfare 

Tamdeen Real Estate Company - Silk City 130,000 Delayed 2023 Tamdeen Real Estate Company 

Ajial Real Estate and Entertainment 
Company - Al Hamra 

543 Ongoing NA 
Ajial Real Estate and Entertainment 

Company 
The Commercial Real Estate Company - 
Kuwait World Trade Center 

95 Ongoing NA The Commercial Real Estate Company 

Kuwait PAHW - Saad Al Abdullah Residential 
City - Block 10 (Phase 1) 

66 Completed NA Public Authority for Housing Welfare 

Al Mazaya Holding Company - Neira 
Financial Center 

NA Ongoing NA Al Mazaya Holding Company 

Al Mazaya Holding Company - Yammar 
Heritage Village 

NA Ongoing NA Al Mazaya Holding Company 

Hydra Al Aqeelah Development Company - 
Aqeeq Al Marina 

NA On Hold NA 
Hydra-Al-Aqeelah Development 

Company 

Mahabella Complex 320 Cancelled NA Commercial Real Estate 

Al Tameer Office 160 Cancelled NA KOC 

Kuwait PAHW - Saad Al Abdullah Residential 
City - Block 10 (Phase 2) 

112 Completed NA Public Authority for Housing Welfare 

 

Source: ZAWYA 
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