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In NBK’s latest GCC Brief: 
Real GDP should advance 3.8% in 2012, with CPI inflation relatively moderate at 4.0%. We expect oil prices to remain relatively supported thanks to very moderate world growth (but escaping a recession), as well as tight supply conditions though Libyan oil should be coming back gradually. The consumer sector has been, and should remain, steady as witnessed by strong levels of confidence, loan growth, and salary/spending growth in 2011. We expect the same factors to be supportive in 2012. The rest of the economy (construction, business services…) showed signs of stirring late in 2011 and should improve somewhat in 2012, but will be very sensitive to the momentum, or lack thereof, of the government’s current development plan.

	Kuwait forecast summary:
	
	

	
	
	2011e
	2012f

	Real GDP
	%y/y
	4.7
	3.8

	· Non-oil
	%y/y
	4.0
	4.6

	Inflation (yr avg)
	%
	4.8
	4.0

	Budget balance
	% GDP
	21.0
	18.0

	
	
	
	




	Real GDP 
(% y/y)
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Source: CBK, Central Statistical Office, NBK forecasts

The real estate sector recovered further in 2011, with special sustained interest in the “investment” sector i.e. apartment buildings that generate income. For the year, the total value of real estate sales was up 35% in 2011 over 2010, at KD 2.7 billion. The leading segment – the investment sector – was up 53%.

The 4-year KD 31 billion development plan called for spending KD 5 billion on infrastructure in FY 2010/11. The government managed to spend an estimated 60% of that amount. In the current fiscal year 2011/12 (ends in March) plans are to spend KD 5.4 billion. We expect a higher spending (or execution) pace of 70-75% for 2012 though recent early signs are not very encouraging and we could still end up near 60%.

Investors, policy makers, and analysts expect that infrastructure spending (and indirect effects) will pick up once the new public-private companies (PPPs) are formed and start business in earnest. Progress has been somewhat disappointing on that front, and it is hoped that the first two (large) such ventures are not further delayed beyond 1Q2012.

These two PPPs should have their financial closing in 1Q2012 if there are no delays. The Kuwait Health Assurance Company (KHAC) will be taking over, from the state, the mandatory insurance and health care of expatriates. The choice of the Kuwaiti partner to manage/part-own this venture was slated for May 2011 but has yet to occur (the bidding extended once and is now closed). The other large PPP company will build and operate an independent water and power plant (IWPP) in North Al-Zour. The bids are in and the winner should be announced in early 2012.

Consumer price inflation stood at 4.8% in 2011, pressured by higher international food prices. We expect inflation to ease back to 4.0% in 2012 as the pass through of higher global food prices wanes. Meanwhile, Kuwait’s fiscal position remains enviable. It posted its 12th consecutive surplus in FY 2010/11, at KD 5.3 billion (21% of GDP). Another, larger surplus is expected for FY 2011/12, at KD 9.0 billion or higher. 

	Consumer Price Inflation 
(% y/y)
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Source: CBK, Central Statistical Office, NBK forecasts
 

Note: Full country-by-country analysis and forecasts for the GCC region appears in our latest GCC Outlook publication, which can be found on our website at http://www.nbk.com
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