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Kuwait’s project landscape
has some structural concerns

Events in the past few years, be it oil price crash of 2014-16 or COVID-19 lockdowns, have
continuously highlighted the volatility of oil prices and the importance of developing the
non-oil economy in oil-dependent economies like Kuwait. More recently, recessionary
fears, Russia-Ukraine war, China’s zero COVID-19 policy have led to see-sawing of oil
prices in 2022, Gulf Bank said in its report "Kuwait Projects Landscape"

Government spending on infrastructure projects is im-
portant for non-oil economic growth. Infrastructure
projects create a positive ripple effect for other sectors
in the economy - construction materials, banking and
many others. Improvement of infrastructure through
capital expenditure by the government could also aid
in improving private sector output and in attracting
foreign direct investment (FDI).

Even as Kuwait’s economy is recovering from impact of
COVID-19, project awards have dropped substantially in
the first nine months of 2022 valuing at KD 339mn amid

Exhibit: Kuwait Project Awards (KD mn)

delays in government processes such as tendering and
approval and increase in labour, materials and shipping
costs. Cost of borrowing has also seen an increase due
to rise in policy rates by the Central Bank of Kuwait to
handle inflation. China’s zero COVID-19 policy and
Russia-Ukraine crisis further added to the supply chains
woes that were already disrupted by COVID-19 lock-
down restrictions. This had led to increase in material
costs globally. With Kuwait being reliant on import of
materials like iron and steel, their costs had increased
locally as well.

9M 2022

SOURCE: RSM, MEED

Kuwait’s project landscape also has some structural con-
cerns such as lower allocation of budget towards capital
expenditure compared to current expenditure, lower
actual spends on projects relative to budget allocation,
bureaucratic delays in project awards, delays in bud-
get approval etc. For FY22/23, despite steep increase
in budgeted revenue, budgeted capital expenditure has
declined by 15.2%, even as salaries and subsidies have

increased by 4.4% and 8.8% respectively. More important,
budgeted capital expenditure does not usually translate
to actual expenditure due to various impediments such
as hurdles to execution, delays, etc. Hence it is important
that budgeted capital expenditure is actually spent and
executed. In FY21 and FY22, the actual capital expenditure
has been lower than the budgeted value by about 24%
and 26% respectively.

Exhibit: Kuwait’s Total Expenditure (In KD bn)

KUWAIT ECONOMY

Current Expenditure

FY 19 FY 20 FY 21

m Capital Expenditure

SOURCE: KUWAIT MINISTRY OF FINANCE, IMF; NOTE: FY23B DENOTES BUDGETED VALUES

In addition to reducing dependence of the economy on vol-
atile oil prices, private sector development assumes more
importance in the light of Kuwait’s young demography.
With 61% of Kuwaiti national population below 30 years,

Exhibit: Age Distribution of Kuwait Nationals - 2022

there is expected to be a higher inflow of new entrants to the
job market in the near future. In this regard, private sector
development is vital as it is not feasible for the public sector
to continue absorbing new entrants to the labour market.

6.0% 2.0%

uMale Female

0.0% 2.0% 4.0% 6.0%

SOURCE: CSB

Hence, addressing structural concerns and following best
practices from successful projects could aid in improving
in Kuwait’s projects space. For example, successful com-
pletion of Sheikh Jaber Al Ahmad Al Sabah Causeway is
being attributed to factors such as fast-track construction,
splitting of projects in two for speedy completion, constant
attention from Ministry of Public Works etc. In 2023, real

GDP is expected to grow at 2.6% on the back of stable oil
production levels and non-oil economic activity. Oil prices
are also expected to average at USD 85.52/bbl in 2023,
higher than the country’s fiscal breakeven of USD 57.8/
barrel. These, should the political situation permit, are
expected to support government capital expenditure and
in turn improve activity in the country’s project landscape.
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We see our self as a strategic
partner for financial solutions that
would help to drive the ambitions and
lead to real growth opportunities in
the Kuwait market

Can you tell us about the areas on which you focus
your activities in the Kuwaiti market?

Samer Alabed: HSBC aims to be the preferred inter-
national service provider for its customers and our
value proposition is suited for cross border clients
as both our services and products fit their needs. In
Kuwait we are focusing on providing the best financial
products and services to government entities, large and
multi-national corporates as well as Kuwaiti large and
medium corporates. Our suite of products and services
is comprehensive and includes unique, complex and
bespoke solutions that are tailored to the needs of
customers in Kuwait. One of the most recent examples
is the payments services and solutions that we offered
Jazeera Airways to simplify a complex cash management
for receivables and payments.

Within the framework of the bank’s strategic plan,
what is the bank’s future direction in the coming
period to develop its activities and services that it
provides to customers?

Samer Alabed: As the preferred international financial
services provider we aim to open up growth opportu-
nities for all our customers. While still providing the
sophisticated suite of products and services already
on offer, the bank is focused on delivering its support
in the transition to net zero by 2050. We are working
closely with all our customers to assist in their transi-
tion journey, provide our international expertise and
financial solutions and ensure that we lead the change.

In light of the digital transformation, what are the
features of the future strategy of HSBC in the field of
digital banking services, whether for the main bank
or for Kuwait’s branch?

Samer Alabed: HSBC globally, as well as regionally, has
arobust digital investment strategy that will continue
to drive innovation for simpler, faster and more secure
banking. We are already leading the market with our
unique digital capabilities in global trade as well as

payments solutions for large corporates with HSBCnet
as a globally awarded platform.

In light of the developments in the economic situation
in Kuwait and the world, what is your vision regarding
future opportunities in the Kuwaiti market?

Samer Alabed: We have an ambitious growth agenda
that is based on our strategic priorities to focus on our
strength and capabilities as a global bank with a large
footprint, we support and drive the transition to net
zero economies and we invest in innovative digital
solutions for our customers. Our strategic priorities

are aligned to global economic trends and have clear
application in Kuwait where we focus on the Kuwait
National Development Plan 2035 as the driver and
indicator of local economic activities. We see our self
as a strategic partner for financial solutions that would
help to drive the ambitions and lead to real growth
opportunities in the Kuwait market.

In the context of environmental, social and corporate
governance, it is known that the Bank’s goals are to
reach net zero emissions by 2030 and to zero emissions
in the Bank’s portfolio by 2050. How can the Bank
achieve this, especially when it operates in different

INTERVEIW

HSBC's longstanding presence in
Kuwait underpins the growth
success of its business

countries and manages various operations?

Samer Alabed: We’'re focused on helping to deliver
a net zero global economy. It’s a pillar of our strat-
egy as a business. We aim to achieve net zero in
our operations and supply chain by 2030 and in our
financing portfolio by 2050. Between now and then,
we’'re working with our clients to help finance their
transitional path towards reducing their emissions
and scale up low-carbon solutions, as we work to
reduce our own. This will be a change over time,
as businesses and economies progressively move
away from high-carbon activities. We’re setting 2030
targets for emissions reduction in different sectors,
focusing on the heaviest emitters first. Our targets
include a commitment to phase down our fossil fuel
financing in line with what’s needed to achieve net
zero by 2050. In the meantime, we continue to sup-
port energy clients that take an active role in the
energy transition, helping to finance and invest in the
technologies and infrastructure needed to succeed.
We engage closely with our clients on their transi-
tion plans, which helps us to track our own progress
towards net zero by 2050.

The banking sector around the world is going
through rapid developments in light of the fi-
nancial technology revolution. How do you think
HSBC responded to these developments? What are
the future plans of the main bank and the Kuwaiti
branch in enhancing its capabilities in this regard?
Samer Alabed: Our digital innovations are putting
the full power of our bank in every customer’s
pocket. HSBC is constantly innovating to keep our
customers’ money safe. We take our responsibility
seriously — whether that’s keeping cyber-attacks at
bay or locking out financial criminals. From our
industry-leading data science tools to our expert
analysts and investigators, our customers can count
on us to help safeguard the financial system on
which millions of people depend. We use the latest
in blockchain, artificial intelligence and machine
learning technology to simplify and secure banking
for all our customers.
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INTERVEIW

Samer Alabed- CEO HSBC Kuwait
HSBC's digital innovations are putting the full
power of our bank in every customer’s pocket

We're focused on helping to deliver
a net zero global economy

What is your assessment of the performance of HSBC
in Kuwait since its return to business in 2005?

Samer Alabed: HSBC’s longstanding presence in Ku-
wait underpins the growth success of its business in
the country. HSBC has a clear strategy with a priori-
ty to focus on our areas of strength and is aligned to
Kuwait’s Vision 2035 which is to transform it into a

HSBC has a clear strategy with a
priority to focus on our areas of
strength and is aligned to Kuwait's
Vision 2035

regional and international financial and trade hub that
supports its development of human capital and social
plus environmental sustainability. Kuwait is a strategic
corridor in the GCC and has been an important gateway
for business flows from east to west, which plays to our
market leading capabilities on offer to international
businesses expanding in Kuwait and local businesses
with international growth ambitions. This has proven
to be a winning strategy for sustainable business growth
over the past 18 years.

How is the Kuwaiti market benefitting from your
bank’s great regional expertise?

Samer Alabed: HSBC'’s history in this region dates back
to 1889, and the bank is a well-established international
financial partner for governments and business in the
region. Our unmatched global connectivity helps local
businesses grow across borders and international inves-
tors access Kuwait markets. We have global expertise in
investment advisory that offers a world of opportunities
for all our large institutional customers. As the largest
international custodian in Kuwait, we have been work-
ing closely with all market participants in support of
the market’s MSCI classification and were able to bring
international best practices to the local market. HSBC
is playing a leading role in the global transition to a net
zero economy and is working closely with customers
to support them in their transition journey. Moreover,
we offer award-winning trade and receivable finance
products for importers as well as exporters and also
have unique solutions for global payments and cash
management services.

ISSUE (172) 2023

www.almasaref.online

136



cllogeo i ee




