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It happily coincides that Muslims’ Greater Bairam
(Eid Holiday) comes along the time of Christians’
Christmas Holiday Season. All Heavenly Relig-
ions or other beliefs urge their followers to draw
closer to the Creator and , with no exception, they
urge mankind to love and respect of humans to
other fellow humans. However, some of the follow-
ers may distort by their acts the fair image of their
religion by their individual acts. Thus, we pray that
fanaticism would vanish and that everybody would
live in peace, love and tolerance; such concepts
which are preached by all religions.
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The Global Financial Crisis is like a Storm Threatening the World
Economy with Recession

The current financial crisis has shown that stock exchanges in the United States of America and all over the world are unable
to resist the sudden decline of the prices of shares. The available stock exchange and liquidity efficiency tools have failed to
put an end to the decline in the prices of stocks, which are regarded as an indicator of future economic conditions and are re-
garded as a warning for those in charge of economic affairs in order that they may take the appropriate
corrective procedures and actions proposed to confront such recess.

The outbreak of the crisis was due to the crisis of the real estate mortgage loans in the United States of
America. Such crisis resulted from the bad debts that affected many US real estate banks which used to
grant banking facilities and loans to customers on lenient conditions and at high risks. This increased
the number of the customers who are unable to pay off their debts to banks. Consequently, real estate
banks suffered grave losses due to the inability of customers to pay back the debts. Some economists in
our Arab world think that the new investment methods offered at stock exchanges such as financial
derivatives and futures markets are the reasons for escalating such crisis. The great development of stock exchanges and vari-
ous investments in innovated securities and financial derivatives have made such stock exchanges very complicated, which
created new opportunities for investment that carries a high degree of risk which aggravates the problem. The transactions that
banks perform in order to transfer loan guarantees they offer to securities help them obtain new loans some of which are trans-
ferred by some other banks or other financial institutions to securities which help them obtain new loans, and so on. Such
transactions help credit institutions instantly restore their rights from third parties and put an end to the risk of not fulfilling
them at the same time. In other words, such transactions help these institutions obtain the cash money they need and transfer
the risk of restoring the credit to third parties. Such system provides investors in stock exchanges with a new financial tool
through transferring rights into financial Sukuk or collective investment Sukuk.

In this manner, collective investment is deemed as a tool which serves as a link between the banking market & the stock ex-
change through refinancing the credit-giver by transferring its illiquid assets represented in its rights’ portfolio, which it owes
to its debtors, to the mediating corporations by means of assignment of rights. Then, such assets will be divided into units
which shall be offered in the form of Sukuk or negotiable securities in stock exchanges by the mediating company. Accord-
ingly, the banking sector (mediating corporation) plays a role in increasing the volume of negotiable financial assets as well as
increasing the confidence in them through transferring customers’ debts into public debts in which the public and investors
have great confidence. Thus, dealers start to have an interest in such public debts since they have confidence in those banks.
Accordingly, the banking sector plays an important role in increasing the volume of negotiable financial assets as well as in-
creasing confidence in them. Afterwards, indications of the financial crisis started to appear when the relation between the fi-
nancial economy and tangible economy (real estate and commodities) have become separated through financially increasing
the issuance of various types of financial assets apart from the tangible economy. Therefore, stock exchanges have adopted a
certain path apart from what is going on in the tangible economy and markets of real estates and other commodities, which led
to the emerging of the financial crisis that resulted from the large expansion in financial assets apart from the tangible econ-
omy, since financial institutions extravagantly issued financial assets that exceed the needs of tangible economy. The large
expansion in issuance of financial assets has increased the number of debtors and consequently increased the risk in the event a
debtor fails to pay back his/her debts. As a result, a financial construction shall be liable for destruction if a part of it is col-
lapsed and this is what happened.
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Another factor that has contributed to the outbreak of this crisis is that many of transactions are connected with the future. Fo
instance, an investor can sell a commodity that does not exist at the present time but it shall exist in the future based on the fact
that its price will reduce and he or she will get profits from that. Future transactions are based on the confidence on what this
future will have and so they involve high risk as if the transitions have been reduced due to any reason, future economies shall be
liable to downfall and collapse. This crisis has greatly affected stock exchanges, which incited the US Administration to seri-
ously interfere in the stock exchanges through adopting the US rescue plan that aims at purchasing assets estimated at (700 bil-
lion dollars) and related to real estate mortgage. This plan aims at providing protection for savings and real estate properties.
Undoubtedly, the US plan and other procedures adopted by the central banks all over the world may mitigate the crisis. How-
ever, the main fear is that all this money may be insufficient to control the state of panic prevailing in the global stock ex-
changes. What should be noticed is measuring the scope of the effect of this crisis on the real economy of oil countries and oil
prices that witness an intensive downfall as oil process have reduced almost by (15%) a few days after the outbreak of the finan-
cial crisis. Fearing that the financial crisis may continue and enter into a long period of recession, OPEC had to make a decision
of reducing oil production. It is expected that Gulf Countries and South East Asia Countries will be the most suffering countries
due to the crisis because large amounts of this money are invested in the US banking sector and financial derivatives. The main
fear from the current financial crisis is because of money amounts taken from global stock exchanges leave shares with false
value, i.e. some companies are not represented by real assets, which arouses the fears that such money may be used in specula-
tion on vital commodities such as oil and food stuffs, which contributes to noticeably raising the prices of such commodities.

Some fear that such crisis may affect the banking sector and financial sector in general due to the increase of risk as result of the
tense expansion in the financial assets; rather this affects the most important factor in this sector which is confidence. If the con-
fidence in the banking sector that is based on individuals’ confidence in it is lost or weakened, the matter will be more compli-
cated as financial institutions in the different countries are interrelated. All financial institutions are working together and any
problem occurs to one of these institutions, it shall have a multiple effect on the rest of the global financial system
(globalization).

The question is: can the global economy with its various tools and numerous institutions be avoided? Unfortunately, the answer
is: dealing with the financial crisis is necessary and cannot be avoided. This is what made the G-8 Countries adopt |mportant
economic decisions that may reorganize the world’s economic map. Arab countries, especially the Gulf

Countries, will face hard times due to the ramifications of the drastic crisis. v

The State of Kuwait like the rest of the world’s countries has been affected by such crisis and the Kuwaiti

government has interfered through making many important decisions in order to support the financial and

banking markets with financial and banking procedures estimated at (6 billion dinars) including:

Reducing the discount price by virtue of a decision from the Central Bank of Kuwait from
(5.75%) to (4.5%) which means reducing the finance expenses to (300 million dinars) at lease.

Allowing banks to give loans at (85%) of deposits instead of the previously imposed (80%) and consequently give
additional loans of (1,2 billion dinars).

Allowing banks to increase the percentage of their credit portfolios at an average of an additional (5%) after the Cen-
tral Bank defined the growth ceiling to be (10%) to (15%) as the case of each bank.

Directing about (1,5 billion dinars) of the investments of the public authority of investment in the stock exchange di-
rectly or indirectly through investment funds.

Giving the green light to government institutions or quasi-government institutions such as the investment authority,
insurance companies and the petroleum corporation to make deposits that are estimated at (2.4 million dinars).

In addition, allocating about (600 million dinars) as per various procedures that allow the government institutions to
deposit with investment companies and participate in a huge public portfolios of investment in the stock exchange and
support the liquidity of the interbank.
We hope that the rescue plan made by the GCC Countries especially as it is similar to the plan made by the G-8 Countries will
lead to taking preventative procedures that enable the GCC Countries to be apart from the effects of the US crisis on their econo-
mies. Furthermore, this plan includes taking fast and efficient procedures in order to deal with the current crisis, support the
guarantee of deposits in the banking sector, deal with the external debts of investment companies that are estimated at (3 billion
dinars) for the investment companies only in the State of Kuwait.
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e« News Bulletin

Local News
Kuwait and Hong Kong Sign Initial Agreement for Avoiding Double Taxation

Kuwait and Hong Kong have signed an initial agreement for avoiding double taxation.
Signing the agreement on behalf of Kuwait was the Finance Assistant Undersecretary for
Tax Affairs, Mr. Fawzi Sulaiman Al-Qassar, while it was signed for Hong Kong by its .
Deputy Commissioner for International Agreement Affairs. "This agreement is an eco-
nomic achievement for Kuwait, as it will facilitate the exchange of capital between the two
Parties and open up new horizons for the development of investments in a secure eco- |&
nomic climatedo. Kuwaiti Celansib bn Friday shid thay thidg™
came after agreements for encouraging and protecting investments were signed between the two parties in Janu-
ary 2006. He said such agreements provided investors on both sides with the ability to engage in new projects and
expande existing ones.

Arab News

ATDB Loan to Finance Water Sector Project in Tunisia
I The African Development Bank (AfDB) Group Board of Directors has approved a (22.91) million
Z&& 2 Euro (loan to finance phase two of Tunisia’s Water Sector Investment Project PISEAU II).
' | PISEAU 1 is a component of the Tunisian Water Mobilization and Management Strategy 2002-
2011, and a follow up to PISEAU | which lasted from 2002 to 2007, an AfDB statement said. The
e main objective of PISEAU Il is to promote efficient and integrated management of conventional
water resources (including dams, catchment ponds, boreholes and surface wells) as well as non-
conventional water sources (wastewater and brackish water) to meet the challenge of water scarcity in the country. The
project’s direct beneficiaries are Tunisia’s rural population, especially the most disadvantaged spread across the country’s
24 governorates. The project will help improve their living conditions through the intensification of irrigated agriculture
and a better supply of drinking water.

GCC News in Brief

IDB Is Planning to Issue Sukuk

.....

funds from the international market to meet the needs of the bank and to support the member & 32
countries affected by the global financial crisis, reported Arab News, citing the bank's Presi- ¢
dent Ahmed Mohammed Ali. He said a committee has been set up to study the various as- ==

pects and effects of the global financial crisis and identify resources to finance investment projects in Muslim coun-
tries. Seeking new financial resources is essential, he added, in anticipation of a substantial decline in foreign invest-
ment as a result of the global recession.

GCC Signs Free Trade Agreement with Singapore

The Secretary General of the Gulf Cooperation Council (GCC), Abdurrahman Bin Hamad

4 “ Al-Atia, said that GCC and Singapore on Monday, December 15" 2008, have signed a Free

Trade Agreement in Doha . It will pave the way for greater two-way economic ties. It is the

\6 first free trade agreement for the six-country Gulf Cooperation Council (GCC), the Singa-

pore government said. The Singaporean Ministry of Trade and Industry said in a statement

that “Under the terms of the agreement, about 99 percent of Singapore’s domestic exports

will get tariff-free access to the GCC economies”. All exports of goods from the GCC to

Singapore will also be tariff-free, it said. According to the ministry, bilateral trade with the GCC reached a record high
of 42.4 billion Singapore dollars (27.53 billion US) in 2007, up 127 percent since 2002.
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