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Summary
The research addressed the monetary policy indicators and their
relationship to the balance of payments in Kuwait, the research
attempts to identify the most important factors affecting the balance of
payments in Kuwait during the period 2000-2020 with the aim of
helping decision makers to formulate economic policies based on

realism, and to determine the procedures followed by the Central Bank
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of Kuwait at the financial and monetary levels during the Corona
pandemic. The research followed the descriptive and quantitative
analysis by reviewing the most important factors affecting the balance
of payments in Kuwait, using the regression analysis by the method of
ordinary least squares. The research relied on secondary sources
represented in the annual bulletins and reports issued by the Central
Bank of Kuwait and the Arab Monetary Fund.

The research found that the rise in money supply came to reflect,
in an important aspect, the continuous efforts of the Central Bank to
regulate the levels of local liquidity, and the exchange rate policy
pursued by the Central Bank of Kuwait proved its effectiveness in
achieving a high degree of relative stability in the exchange rate of the
Kuwaiti dinar. The interest rates in Kuwaiti dinars at local banks also
witnessed a decline during the period 2000-2020, coinciding with the
global financial and economic crisis, in addition to the decline in
economic activities of productive institutions and companies as a result
of the Corona pandemic.

The research also found an inverse relationship between money
supply and the balance of payments surplus, which is identical to the
economic theory, with the significance of that relationship being
proven. It was also found that there is an inverse relationship between
the exchange rate and the balance of payments surplus, which is
identical to the economic theory. This may be due to the stability of the
Kuwaiti dinar exchange rates against the dollar during the study period

and its change within relatively small limits, despite the significance of
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this relationship isn't proven. It was also found that there is a direct
relationship between inflation and the balance of payments surplus,
with the significance of that relationship being proven despite the
violation of its coefficient indication of the economic theory. This may
be due to the fact that inflation in Kuwait is at acceptable levels, and
Kuwait depends on 90% of its exports on oil and petroleum products,
which is in any way higher than the value of commodity imports.

According to previous results, the research recommended the
following:

» Devote high attention to diversifying the export structure of
commodities and not relying solely on oil for exports to avoid price
fluctuations in the international market in order to maintain the stability
of exchange rates.

» Taking policies that would maintain the stability of the money
supply to maintain inflation rates within acceptable limits due to its

indirect impact on the balance of payments.
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