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Summary

Evaluation of the role and performance of the Central Bank of Kuwait
The research aims to identify the reality of banking supervision in Kuwait and the efforts made by
the Central Bank of Kuwait to achieve the banking system, and what are the mechanisms and
methods followed by the Central Bank to achieve monetary stability in Kuwait. And evaluate the
performance of the Central Bank in the economy, through the stability of the exchange rate, and
whether the fiscal and monetary policy managed to achieve the optimal and acceptable levels of
exchange rates in Kuwait during the period (2002-2020). The research relied on the descriptive
approach to present the theoretical side of the study and the analytical approach, which allows
analyzing the information to reach the most important observations and results. And the quantitative
approach, where the full model of simultaneous equations was used.
The most important search results were:
The assets of Kuwaiti banks witnessed an increase during the period (2012-2021), as they rose from
6.2 billion dinars in 2012 to about 13.2 billion Kuwaiti dinars in 20121, an increase of about 7
billion dinars. This is good from the side of the sources of funds, but from the side of their use, it
is represented in the growth of credit facilities provided to the private sector and the government.
-The average capital adequacy ratio reached about 18.2%, and the fact that the capital ratio reached
such high levels is a positive indication that banks in Kuwait maintain sufficient capital to face
risks, which enhances financial stability in Kuwait.
The return on average assets reached its maximum value in 2018, reaching about 1.3%, while it
reached its lowest value in 2020, reaching about 0.6%, due to the banks’ impact on the Corona
pandemic.
The ratio of operating expenses to total revenues reached its maximum value in 2019, reaching
about 60.5%, while it reached its lowest value in 2012, reaching about 52.7%, due to the banks’
impact on the Corona pandemic.
-The total assets of banks in Kuwait witnessed an increase of a rate that exceeds the increase in the
GDP, and thus it is concluded that the Kuwaiti banking sector enjoys a good state of financial
stability and a great ability to face financial crises.
-The exchange rate equation for the cash flows of foreign capital has an effect on achieving stability
in the exchange rate, and there is an effect of the monetary policy tools of the Central Bank of
In the money supply equation, it shows the mutual effect of the monetary policy tools of the central
bank, the most important of which is the quantity of money supplied by the central bank.

Recommendations:
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-Developing the following supervisory tools used by the Central Bank of Kuwait in regulating monetary and
fiscal policy so that it can reach the objectives set for the policy.

-Drawing monetary and fiscal policy in accordance with the developments in the productive economic
sectors, as these sectors have a tangible impact on the economy, compared to non-productive economic
sectors such as the real estate sector.

-Focusing by the Central Bank of Kuwait on rehabilitating, developing and developing the skills of those in
charge of banking supervision working for it, and paying attention to the human element in order to keep
pace with global development through training courses in the field of banking supervision, in order to increase
their banking regulatory awareness, which is reflected in their practice of effective banking supervision on
banks.
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y,9¢00Y0— V,£0V174— Difference™ ADF EX
y,4¢0041— YY,TAYYo— Difference'* ADF INF
y,4¢009°— YV, 0n¢Yo— Difference™ ADF GDP
Y,9¢0091— £)3aY0YyY— Difference™ ADF R
y,9¢0097— Y., 9¢¢9¢— Difference™ ADF F
y,4¢0041— VAT YIYé— Difference™ ADF X
y,4¢0041— LAV AAY - Difference™ ADF M
y,9¢0097— AAVIY T — Difference™ ADF MT
y,9¢0°14— EYVYVE - Difference™ ADF DOP
y,4¢0774— Y,i09.V0— Difference™ ADF M.,
y,4¢0714— VYAYET - Difference™ ADF Xa
y,9¢0097— y,9¢0091— Difference™ ADF R.1
y,9¢0097— Y,V YVA- Difference™ ADF MS
y,4¢009°— VYO - Difference™ ADF RMS
y,9¢00Yo— Y, AdViVo— Difference™ ADF RGDP
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VAR LAG Order Selection Criteria

Endogenous variables :EX INF F M R X
Included Observations:70

LAG LOGL LR FPE AIC SC HQ
0 -2813.902 NA 3.94E+27 80.56862 80.76134 80.64517
1 -2134.765 1222.447 4.14E+19 62.19327 63.54237 62.72915
2 -1671.856 | 753.8798* 2.14E+14° 49.99588 52.50135 50.99108

VAR LAG Order Selection Criteria
Endogenous variables : X EX INF dop
Included Observations:70

LAG LOGL LR FPE AIC SC HQ
0 -655.6132 NA 1798.287 18.97458 18.97458 18.89713
1 -363.6910 | 727.8555 0.038966 8.105456 8.747884 8.360636
2 -62.62237 | 350.4339" | 0.0000198* | 2.817782* | 3.974151 [ 3.277106

VAR LAG Order Selection Criteria
Endogenous variables : M EX INF GDP INF MT
Included Observations:70

LAG LOGL LR FPE AIC SC HQ
0 -1519.923 NA 5.75E+12 43.56922 43.63302 43.63302
1 -998.1515 | 954.0961 394.7059 29.37576 30.33940 29.75853
2 -633.9646 | 613.9151 246.7679 19.68470 21.45138 20.38645

VAR LAG Order Selection Criteria
Endogenous variables : INF EX GDP RMS
Included Observations:70

LAG LOGL LR FPE AIC SC HQ
0 -993.5118 NA 28843909 28.52891 28.65740 28.57995
1 -591.202 748.5988 454.2350 17.46915 18.11158 17.72433
2 —-338.2236 | 441.2855 0.520127 10.69210* | 11.84847 11.15143

VAR LAG Order Selection Criteria
Endogenous variables : MS EX INF GDP
Included Observations:70

LAG LOGL LR FPE AIC SC HQ
0 -1452.221 NA 1.38E+13 41.60632 41.73480 41.65735
1 -923.3015 | 965.5648 77.10408 27.20862 27.85104 27.46380
2 =717.3653 | 374.3031* | 26342.54* | 21.52472* | 22.68109 | 21.98405

VAR LAG Order Selection Criteria
Endogenous variables : R X F LAGR
Included Observations:70

LAG LOGL LR FPE AIC SC HQ
0 -2861.395 NA 4.22E+30 81.86844 81.99693 81.91948
1 -2313.645 1017.252 1.07E+24 66.67556 67.31799 66.93074
2 —-1924.777 | 677.7415* 2.53E+19 56.02219° | 57.17856 | 56.48151

* indicates lag order selected by the criterion
LR : sequential modified LR test statistic
FPE: Final prediction error.

AIC: Akaike information criterion.

SC: Schwarz Information Criterion.

HQ: Ha;nnan—Quinn information Criterion.
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EX=C1* Cz INF+C3 MS+C,4 DOP+Cs F+Cg R+C7 (X-M)+Cg LAGRESIDEX
X=Ci1 + C2 EX+ C3 INF+ C4 DOP + Cs LAGRESIDEX+ C¢ AR
M=C3 + C, EX+ C3 MT+ C4 GDP + Cs INF+ Cs DOP + C7 LAGM+Cg LAGRESIDEX
INF=C; + C; EX + C3 RGDP + C4 RMS+ Cs LAGRESIDEX

MS=C; + C2 EX+ C3 INF+ C4 DOP + Cs LAGRESIDEX
R=C1 + C2 X+ C3 F+ C4 LAGR + Cs LAGRESIDEX
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% ¢ 4:5.\:..4 -
None | r=0 | r>- | 268.0636 | 95.75366 | 00000 | 133.9985 | 40.07757 0
Ei\‘ﬂ IstF At T"S‘ =1 | v | 134.0651 | 69.81889 | 00000 | 73.55583 | 33.87687 0
Atmost2 | =2 | Y | 60.50926 | 47.85613 | 0.0021 | 32.01965 | 27.58434 | 0.0126
Atmost3 | r=3 | v | 28.48961 | 29.79707 | 0.0702 | 17.26575 | 21.13162 | 0.1598
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At most

4 r=4 | 4 | 11.22386 | 15.49471 | 0.1981 | 10.58253 | 14.2646 | 0.1764
Atmosts | r=5 | r>5 | 0.64133 | 3.841465 | 0.4232 | 0.64133 | 3.841465 | 0.4232
None | r=0 | . | 68.517 | 54.07904 | 0.0016 | 37.07246 | 28.58808 | 0.0033
. At T"St =1 | | 31.44454 | 35.19275 | 0.1201 | 19.0368 | 22.29962 | 0.1343
2op Atmost2 | r=2 | v | 12.40774 | 20.26184 | 0.413 | 10.04463 | 15.8921 | 0.3303
Atmost3 | r=3 | v | 2.363109 | 9.164546 | 0.7049 | 2.363109 | 9.164546 | 0.7049
At ’Z"St =4 | 4 | 68517 | 54.07904 | 0.0016 | 37.07246 | 28.58808 | 0.0033
None | r-0 | r. | 103.9724 | 76.97277 | 0.0001 | 36.08507 | 34.80587 | 0.035
. At T"St -1 | ) | 67.88734 | 54.07904 | 0.0018 | 33.66903 | 28.58808 | 0.0102
cop T | Atmost2 | r=2 | Y [ 3421831 | 35.19275 | 0.0634 | 22.17237 | 22.29962 | 0.0521
Atmost3 | r=3 | v | 12.04595 | 20.26184 | 0.4447 | 8.988025 | 15.8921 | 0.4351
At ’Z"St r=4 | 4 | 3.05792 | 9.164546 | 0.5699 | 3.05792 | 9.164546 | 0.5699
None | r-0 | r. | 81.25284 | 63.8761 | 0.0009 | 43.5387 | 32.11832 | 0.0013
INF Ex At ”1"°S‘ =1 | e | 3771414 | 42.91525 | 0.1504 | 21.75305 | 25.82321 | 0.1576
GDPRMS | Atmost2 | r-2 | rv | 15.96109 | 25.87211 | 0.4957 | 8.386489 | 19.38704 | 0.7856
Atmost3 | r=3 | v | 7.574604 | 12.51798 | 0.2884 | 7.574604 | 12.51798 | 0.2884

None | r=0 | r>. | 107.5045 | 54.07904 | 0 65.55123 | 28.58808 0
Ms EX INF | At T"S‘ =1 | e | 41.95324 | 35.19275 | 0.008 | 25.80462 | 22.29962 | 0.0155
eoP Atmost2 | r=2 | rv | 16.14862 | 20.26184 | 0.1676 | 10.94219 | 15.8921 | 0.2561
Atmost3 | =3 | v | 520643 | 9.164546 | 0.2616 | 5.20643 | 9.164546 | 0.2616

None | r-0 | r. | 155.6107 | 63.8761 0 85.38676 | 32.11832 0

R XF At T“‘ =1 | ) | 70.22396 | 42.91525 0 53.38611 | 25.82321 0
LAGR  [TAtmost2 | r=2 | Y | 16.83784 | 25.87211 | 0.4272 | 11.46395 | 19.38704 | 0.4666
Atmost3 | r=3 | v | 5373894 | 12.51798 | 0.5436 | 5.373894 | 12.51798 | 0.5436
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