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CAPITAL MARKETS ROUND TABLE

Faisal Al Mutawa

Key tool

OBG talks to Faisal Al Mutawa, Chairman & MD, Bayan Investment; Salah
Y Al Fulaij, Chief Executive, NBK Capital; and Hamed Hamad Al Sanea,
Chairman & MD, Kuwait and Middle East Financial Investment Company

How critical is government spending to bolster-
ing the health of Kuwait's financial system?

AL MUTAWA: Since, and partly as a result of, the
financial crisis, the value of the Kuwait Stock
Exchange has fallen by nearly half of its peak value.
This amount accounts only for listed assets. For
example, real estate asset values in many cases have
fallen by almost 60% from their peak values.

The financial crisis has placed investment compa-
nies — and more generally financial institutions that
held assets in or were exposed to the real estate mar-
ket - in a difficult situation. Investment companies
need investment opportunities and the financing
capabilities required to pursue such opportunities.

The problem in Kuwait is that until now, our gov-
ernment did not ask for a fiscal stimulus programme.
Not only have they stayed quiet while most other
countries have implemented fiscal stimulus pro-
grammes, but they have actually reduced spending.
Kuwait is one of the world’s richest countries in per
capita terms, yet our government did not spend any-
thing of value during the recession. In this respect,
Kuwait stands alone in the modern world.

| find it funny that some people say that the pri-

vate sector in Kuwait is lucky because we do not pay
business taxes. In fact, we indirectly pay some of
the highest taxes in the world because all assets are
owned by the government. Give us access to partic-
ipate in the oil and utility sectors, free up more land,
and spend more on projects in which we can partic-
ipate, and we will happily pay taxes.
AL FULAI): Real estate assets dominate investor
portfolios within Kuwait, and new government spend-
ing is needed to open up investment opportunities
in other sectors. However, execution will be hard
and will take time. For major projects, there is a lot
of bureaucracy before approval. And even once
approved, the first 12-18 months of a project’s life
is spent on the design stage. Even so, it is still bet-
ter to do something than nothing.

www.oxfordbusinessgroup.com/country/Kuwait

The hope is that in the meantime there will be some
“low-hanging fruit” types of projects that could start
right away and give an immediate boost to the con-
tractina and buildina materials markets.

What are your thoughts on the Financial Stabil-
ity Law? What would you propose as the best
solution for distressed investment companies?

AL MUTAWA: In an environment where there is no
government spending on stimulus, it is difficult for
investment companies not to be affected by the
global financial crisis. We have lagged behind and
need to do more to catch up. In addition to spend-
ing more on projects and infrastructure, we need a
special government fund to create a system to pur-
chase toxic assets from the banks so they can go back
to the normal business of providing financing.

The Financial Stability Law is a defensive law and
has not proven that it is working yet. We need it to
accompany an aggressive fiscal stimulus that revi-
talises our economy. Unless the government pro-
vides stimulus and creates a system for purchasing
toxic assets from the banks, nothing will change and
financial instability will continue.
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How important is the establishment of a Capital
Markets Authority (CMA) in Kuwait? Are you opti-
mistic that it will achieve its desired effect?

AL MUTAWA: We need and have been demanding
an authority for a long time, but we want the right
one. | have gone through some of the articles of the
law and my main concern is that it seems overly
authoritative, inflexible and a bit too harsh. There
seems to be no relationship between the crime and
the punishment. The punishment must be in propor-
tion to the crime, just as the punishments for speed-
ing and manslaughter are very different.

Laws need to be refined and tested before being
rolled out. | worry that people may unintentionally
get into trouble. | fear that overreactions will occur
to the point that people will avoid dealing with the
authority at all. We are all humans, and, in fact, we
are all capable of making mistakes.

Has there been a change in mindset when talk-
ing to clients with regard to seeking more long-
term and stable returns from the market?
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Why have investors and lenders focused on short-
term debt? Why are bonds, in particular sukuk,
or Islamic bonds, not used for financing?

www.oxfordbusinessgroup.com/country/Kuwait

AL MUTAWA: Because banks’ collateralised assets
have declined, they are overly worried and are for
the most part avoiding granting facilities, including
bonds. | know of a case of a company seeking $300m
financing for the Ahmed Al Jabar hospital, which is
a government-qguaranteed contract. They shopped
around for a long time for fundraising in Kuwait, and
eventually had to go outside. It is up to the govern-
ment to support the banking system, especially for
financing safe and prudent bonds and projects.

What are the obstacles to mergers and acquisi-
tions in Kuwait? What changes would encour-
age merger and acquisition activity?

AL MUTAWA: Corporate law in Kuwait is old and
does not facilitate mergers and acquisitions. It bad-
ly needs to be updated. The government has been
talking about it for a very long time, but unfortunate-
ly it is still pending in the parliament. The govern-
ment is not giving it a priority. | really look forward
to seeing this law updated, as it will make it easier
to facilitate mergers and acquisitions.
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