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Abstract:
The supervisory role 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 Kuwaiti banking system, and what are
the mechanisms and methods used by the Central Bank to impose its control on commercial
banks?

The study 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.

-Establishing the Central Bank of Kuwait to keep pace with international and local

economic developments within the framework of the role played by central banks in the
following: in the field of formulating and implementing monetary policy and in regulating
and monitoring the work of the banking system, especially in light of the increasing
importance of the role of monetary policy in achieving social and economic development
in the country.
The objectives of the Central Bank include issuing national currencies for the state’s
account, securing the stability of Kuwaiti currency, and the freedom to convert it into other
foreign currencies, directing credit policy in a way that helps social and economic progress
and increasing national income, monitoring the banking system of the State of Kuwait,
providing financial advice to the government, performing a job government bank.

-During the fiscal year 2019/2020, the Central Bank of Kuwait reduced the discount rate
three times, the first of which was on October 30, 2019, when it reduced its discount rate
by a quarter of a percentage point, from its level of 3.0% to 2.75%. In light of the
repercussions of the outbreak of the Corona virus, On March 4, 2020, the Central Bank of
Kuwait reduced the discount rate by a quarter of a percentage point. This was followed by
another reduction on March 16, 2020, by a full percentage point, bringing the discount rate
down to 1.5%, which is the lowest level in history.

-The average exchange rate of the US dollar against the Kuwaiti dinar reached its highest
value in 2020 with an estimated value of 306.3 fils per US dollar, an increase of about 9.4%
over 2012.

-The increase in the money supply in the broad sense (M2) in 2020 was shown at a rate of
about 37% over 2012. This increase in the money supply in the broad concept (M2) came
as a result of the rise in quasi-money in light of the increase in deposits in dinars (other
than demand deposits).

The average total balance of residents’ deposits with local banks increased by about
40,253 million during the study period, reaching the lowest value in 2012 with an estimated
value of 32645 million dinars, while the highest value in 2020 was with an estimated value
of 44,944 million dinars. This rise came as a result of the increase in the average balances
of government deposits by about 6236 million dinars and the increase in the balances of
private sector deposits by about 31,257 million dinars.
The balances of the used cash portion of the credit facilities provided by local banks to
various economic sectors witnessed an estimated rate of 572% compared to 2012.

-Personal facilities (percentage of different sectors of credit facilities) ranked first with an
average of about 36.6% during the period (2012-2021), then the real estate sector came in
second place with about 22.4% of the total credit facilities, which confirms the adoption of
the lending policy in Kuwait The trade sector ranked third with about 9%, and in the fourth
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and fifth place came the construction and industry sectors with similar rates of about 6.1%
and 5.9%, respectively, while financial institutions other than banks came in sixth place
with an average of about 4.4 % during the study period, and the oil and gas sector occupied
the seventh position by about 3.9%, as for the public services sector, it came in eighth place
with a rate of about 1.4%, and in the last place in terms of the relative importance of
obtaining credit facilities was the agricultural sector, with a rate of about 0.9% on average.
during the study period.

The demands on the private sector are the most important component on the assets side,
representing approximately 47% of the total assets as an average for the study period.

Foreign assets come in second place, which represented about 16%, and the third rank was
the demands on the government and central bank bonds by about 4% Of the total assets as
an average for the study period (2012-2020), then come time deposits with the Central
Bank and mutual deposits by about 3% in the fourth place, and in the last place comes cash
by about 2% of the total assets as an average for the study period.(Y:Y+-Y+\Y)

-Data issued by the Central Administration of Statistics indicate that the annual inflation
rate (measured by the relative pace in the general consumer price index in the base year
2013 = 100) amounted to about 1.3% during the fiscal year 2019/2020, compared to about
0.5% during the fiscal year 2018/2019.

Recommendations:

-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.

-Studying the reasons for the limited success of the Central Bank's policies in urging
Kuwaiti commercial banks to obtain bank credit in a tangible and sufficient manner.
Keywords: The supervisory <role <Central <Bank <Kuwait
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