
KUWAIT
Table 1 2023
Population, million 4.3

GDP, current US$ billion 149.9

GDP per capita, current US$ 34770.0

School enrollment, primary (% gross)a 101.9

Life expectancy at birth, yearsa 80.3

Total GHG emissions (mtCO2e) 155.0

Source: WDI, Macro Poverty Outlook, and official data.
a/ WDI for School enrollment (2015); Life expectancy
(2022).

As one of the world’s smallest yet richest

countries, a comprehensive fiscal and eco-

nomic reform is necessary to support sus-

tainable growth and address structural

challenges. Withoil andgascomprising

over90percentof exportsandgovernment

revenue,Kuwait’s economyis lagging in

diversification andFDIattraction.Afur-

thermoderation ineconomic activity isan-

ticipated in2024,withstabilization expect-

edover themediumterm.OPEC+produc-

tioncuts,weakerglobal conditions, and

subdueddomesticdemandweighon

growth.Keyrisks to theoutlook include

globaluncertainties, oilmarketvolatility,

andtheongoingpolitical deliberations on

critical reforms,whereprogress is antici-

patedas efforts towardresolutioncontinue.

Key conditions and
challenges

Kuwait's long-term economic outlook re-
mains heavily reliant on hydrocarbon
revenues. While the Kuwait Investment
Authority’s (KIA) substantial foreign as-
sets safeguard macroeconomic stability,
they are insufficient to fully mitigate the
impact of global oil market volatility and
the expected decline in long-term oil de-
mand. Key challenges include the risks
from fluctuating oil production and
prices, potential global economic slow-
down, and increasing climate-related
shocks. Historically, frequent governmen-
tal changes and tensions between
Kuwait’s executive and legislative branch-
es weighed on the investment environ-
ment and hindered the reform process.
With the appointment of a new govern-
ment in May 2024, resolving the political
gridlock will be crucial for advancing eco-
nomic diversification and reform efforts.
Kuwait’s government is navigating those
challenges amid oil receipts fluctuations
and increasing expenditures, with ongo-
ing non-oil revenue generation playing a
critical role. Prudent fiscal management
remains crucial in navigating the uncer-
tainties of the global economic environ-
ment, and in achieving a resilient and
diversified economic structure. Environ-
mental priorities, including water re-
source management and energy efficien-
cy, are being addressed through invest-
ments in sustainable infrastructure and

renewable energy. Although favorable oil
receiptsmayprovideshort-termfiscalrelief.

Recent developments

Economic activity contracted moderately,
with GDP declining by 2.7 percent year-
on-year in Q1-2024, following a 4.4 percent
contraction in the previous quarter. The oil
sector has further contracted by 9.8 percent
year-on-year, compared to a 6.8 percent
decline in Q4-2023, largely due to OPEC+
production cuts implemented in January
2024. In contrast, the non-oil sector demon-
strated a robust rebound, growing at 4.7
percent in Q1-2024 after a contraction of
2.3 percent in the previous quarter driven
by recoveries in key sectors such as manu-
facturing, transport, and services. The S&P
Global Kuwait PMI indicates improve-
ment in non-oil private-sector activities,
reaching 52.2 in Q2-2024, up from an aver-
age of 50.8 in 2023, driven by increases in
output and new orders.
Oil revenue fluctuations also influenced
the fiscal position, with the deficit reaching
1.56 billion dinars in March 2024 (12.6 per-
cent of Q1 2024 GDP), highlighting the fis-
cal challenges linked to reduced oil re-
ceipts. Rising government expenditures
across various sectors have also con-
tributed to the deterioration. The reliance
on oil revenues remains a key vulnerability
in the fiscal framework, exposing it to ex-
ternal shocks. Proceeding with the intro-
duction of a Value Added Tax (VAT), in
line with GCC practices, alongside other
fiscal measures, is essential to broadening
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FIGURE 2 Kuwait / Public finances

-10

0

10

20

30

40

50

60

70

2021 2022 2023 2024 2025 2026

Expenditure Revenue Fiscal Balance

Percent of GDP

Sources: World Bank and IMF WEO.
Notes: Exclude investment income and FGF transfers.

MPO Oct 241



the revenue base and addressing current
fiscal risks. Structural reforms, particularly
in public financial management and pri-
vate sector development, are crucial to re-
duce the dependence on hydrocarbons.
Inflationary pressures are easing to 2.8 per-
cent In June 2024 down from 3.6 percent in
2023, reflecting the impact of tighter mon-
etary policy. The deceleration is further
supported by a slower pace of increases in
food and housing prices, marking the low-
est rate in the past three years.
Sound macroprudential policies and strong
financial sector oversight by the Central
Bank of Kuwait (CBK) have ensured contin-
ued financial stability. The CBK maintains
a discount rate of 4.25 percent, ensuring fi-
nancial sector stability through strong cap-
ital and liquidity buffers. Nonperforming
loans remain low at 1.7 percent as of Q2
2024, reflecting sound banking sector fun-
damentals. Reserves remained at a com-
fortable level, equivalent to 4.6 months of
imports as of Q1 2024.
The labor market posted a strong perfor-
mance in 2023 relative to 2022: total em-
ployment increased by 9 percent, corre-
sponding to a net addition of about 173,000
employed. The positive trends are driven
by the employment of non-Kuwaiti nation-
als in the private sector which posted an
employment growth by almost 17 percent.
By contrast, Kuwaiti nationals were largely
absorbed by the government sector,
whereas their employment declined in the
private sector, particularly among Kuwaiti
women (-2.5 percent). The ILO projects a
virtually stable employment-to-population
ratio and unemployment rate in 2024 rel-
ative to 2023. The unemployment rate is

projected at 2.1 percent overall, and at 0.9
percent among men and 5.8 percent
among women. Youth are projected to face
the highest unemployment rates at 9.1 per-
cent among men ages 15-24 and 29.8 per-
cent among their female counterparts.
The external sector continues to face pres-
sures, with, the trade balance contracted
by 12 percent year-on-year in Q1 2024.
Consequently, the current account surplus
continued to moderate, following its de-
cline to 32.9 percent of GDP in the previous
year. In contrast, refined fuel production is
increasing, supported by the full commis-
sioning of the Al-Zour refinery, which be-
came fully operational in late 2023.

Outlook

In 2024, GDP is projected to contract by 1
percent, reflecting a 2.4 percent reduction
in oil production due to extended OPEC+
output cuts, with a gradual phase-out ex-
pected after September. With the gradual
recovery of oil output and stable external
conditions, overall GDP is projected to
grow by 2.5 percent in 2025 and 2.7 percent
in 2026. The non-oil sector is expected to
grow by 0.4 percent, underpinned by ris-
ing domestic demand and supported by
infrastructure development and (assumed
implementation of) structural reforms,
while risks associated with power supply
disruptions remain.
Inflation is projected to further moderate
to an average of 3.1 percent in 2024
helped by continued monetary policy
tightening. Monetary tightening is also

expected to keep credit growth subdued,
while the CBK’s robust regulatory frame-
work will safeguard financial stability
and ensure the persistence of financial
sector resilience within evolving global
monetary conditions. Inflation is expected
to moderate to an average of 3.1 percent
in 2024, supported by prudent monetary
policy measures and moderate further to
2.7 and 2.5 percent in 2025 and 2026 re-
spectively. Credit growth is expected to
remain subdued, reflecting these policies,
while the CBK's strong regulatory frame-
work will continue to uphold financial
stability and reinforce the resilience of
the financial sector amid shifting global
monetary conditions.
The fiscal deficit is estimated to reach 5.8
percent of GDP in 2024 and continue to
widen over the medium term as current
policies lead to an expansionary fiscal
stance. The reliance on oil as the primary
revenue source challenges fiscal pre-
dictability. Targeted policies to diversify
the economic base and increase non-oil
revenues are essential for strengthening
fiscal resilience. Long-term fiscal stability
depends on the timely and effective im-
plementation of these reforms to mitigate
risks from oil price volatility.
In 2024, the current account surplus is pro-
jected to reach 21.6 percent of GDP, pri-
marily affected by lower oil exports and is
expected to further narrow to 17.8 percent
of GDP by 2026. Oil production is expected
to decline through the remainder of 2024
due to the extension of OPEC+ production
cuts until end-September, but a recovery
is anticipated from 2025 as these cuts are
gradually lifted.

TABLE 2 Kuwait / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2021 2022 2023 2024e 2025f 2026f
Real GDP growth, at constant market prices 1.8 6.3 -3.6 -1.0 2.5 2.7

Private consumption 3.2 1.8 1.1 1.8 2.5 2.4
Government consumption 2.9 3.9 1.2 1.5 2.4 2.5
Gross fixed capital investment 3.9 2.2 0.6 2.9 2.6 2.6
Exports, goods and services 2.2 12.0 -3.6 -2.5 2.9 3.0
Imports, goods and services 5.7 6.3 5.7 2.8 2.9 2.6

Real GDP growth, at constant factor prices 1.8 6.3 -3.6 -1.0 2.5 2.7
Agriculture 0.5 1.1 0.1 0.5 1.2 1.2
Industry 2.2 7.9 0.1 0.7 2.9 2.6
Services 1.4 4.2 -8.8 -3.6 2.1 3.0

Inflation (consumer price index) 3.4 4.0 3.6 3.1 2.7 2.5
Current account balance (% of GDP) 23.9 32.4 26.2 21.6 20.2 17.8

Fiscal balance (% of GDP)a -7.2 12.5 -4.8 -5.8 -8.1 -7.9

GHG emissions growth (mtCO2e) 6.4 3.9 0.4 3.4 6.2 6.8
Energy related GHG emissions (% of total) 66.7 66.5 64.8 64.1 64.3 64.7

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Based on fiscal year cycle (April to March 31). Fiscal balances exclude investment income and FGF transfers.
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