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CHAPTER ONE: INTRODUCTION

6JKU�TGUGCTEJ�CVVGORVU�VQ�CUUGUU�-WYCKV�ƓPCPEKCN�UVCDKNKV[�CPF�RTQRQUG�
C�ƓPCPEKCN�UVCDKNKV[�KPFGZ�HQT�-WYCKV��VJKU�TGUGCTEJ�YKNN�RTQXKFG�CP�
QXGTXKGY�QH�-WYCKV�ƓPCPEKCN�U[UVGO�CPF�KVU�TGNGXCPEG�CPF�KORQTVCPEG�
VQYGTGF�CEJKGXKPI�-WYCKV�XKUKQP������VJCV�CKOU�VQ�VTCPUHQTO�VJG�UVCVG�
VQ�C�TGIKQPCN�ƓPCPEKCN�CPF�VTCFG�JWD��6JG�XKUKQP�YCU�NCWPEJGF�KP������
EQPUKUV�QH�UGXGP�RKNNCTU�CPF�����RTQLGEVU�VQ�UGEWTG�UVCVGũU�GEQPQO[�CPF�
UWUVCKPCDNG�FKXGTUKƓGF�GEQPQO[��GHHGEVKXG�EKXKN�UGTXKEG��UWUVCKPCDNG�NKXKPI�
GPXKTQPOGPV��FGXGNQRGF�KPHTCUVTWEVWTG��JKIJ�SWCNKV[�JGCNVJECTG��ETGCVKXG�
JWOCP�ECRKVCN��CPF�INQDCN�RQUKVKQPKPI��6JG�OCKP�QDLGEVKXGU�QH�VJG�XKUKQP�
CTG�VQ�WVKNK\G�UVCVGBU�TGUQWTEGU�GHƓEKGPVN[�CPF�VQ�FKXGTUKH[�KVU�DWUKPGUU�CPF�
UQWTEG�QH�KPEQOG�D[�FGXGNQRKPI�VJG�PQP�QKN�UGEVQT��+V�KU�YQTVJ�VQ�JKIJNKIJV�
VJCV�-WYCKV�KU�JKIJN[�FGRGPFKPI�QP�QKN�KPFWUVTKGU�YJKEJ�EQORTKUG�����QH�
VJG�UVCVGBU�TGXGPWG�CPF�����QH�KVU�)TQUU�&QOGUVKE�2TQFWEV�
)&2��KP�CXGTCIG�
HQT�VJG�NCUV�VGP�[GCTU�

1.1 An Overview: 

6JQWIJ�-WYCKV�IQXGTPOGPV�JCU�DGGP�GPICIGF�KP�UGXGTCN�KPKVKCVKXGU�CPF�
KPVGTXGPVKQPU�VQYCTFU�CEJKGXKPI�KVU�XKUKQP�CU�KNNWUVTCVGF�KP�6CDNG����KV�JCU�
PQV�KPFKECVGF�CP[�RTQXKUKQP�QT�CFQRVKQP�QH�CP[�ƓPCPEKCN�OGCUWTKPI�VQQN�
VQ�OGCUWTG�VJG�GHHGEVKXGPGUU�QH�VJGUG�KPKVKCVKXGU�CPF�KPVGTXGPVKQPU�YKVJ�
TGICTFU�VQ�VJGKT�GEQPQOKE�KORCEV�CPF�VQYCTF�VJG�CEJKGXGOGPVU�QH�KVU�
UWUVCKPCDNG�CPF�FKXGTUKƓGF�GEQPQO[�QDLGEVKXGU��/CP[�EQWPVTKGU�FGXGNQRGF�
CPF�RWDNKUJGF�UGXGTCN�ƓPCPEKCN�CPF�GEQPQOKE�KPFKECVQTU�VQ�CUUGUU�
VJGKT�ƓPCPEKCN�CPF�GEQPQOKE�UVCDKNKV[��(QT�GZCORNG��6JG�7PKVGF�5VCVG�QH�
#OGTKEC�
75#��JCU�UGXGTCN�RWDNKUJGF�KPFGZGU�UWEJ�CU�TGCN�GUVCVG��ƓPCPEKCN�
UVCDKNKV[��EQPUWOGT�EQPƓFGPEG��RTKEG�KPFGZ��GVE��7#'�JCU�UGXGTCN�RWDNKUJGF�
KPFGZGU�UWEJ�CU�6JG�7PKVGF�#TCD�'OKTCVGU�
7#'��EQORQUKVG�ƓPCPEKCN�
UVCDKNKV[�KPFGZ��&WDCK�TGCN�GUVCVG�KPFGZ��KPFWUVTKCN�KPFGZ��VQWTKUO�KPFGZ�
���GVE��#U�C�OCVVGT�QH�HCEV��QVJGT�)WNH�%QQRGTCVKQP�%QWPEKN�
)%%U��OGODGTU�
EQWPVTKGU�JCU�CV�NGCUV�QPG�KPFGZ�QT�OQTG�VQ�ECRVWTG�GEQPQOKE�OQXGOGPV��
9JKNG�-WYCKV�WVKNK\KPI�KVU�)&2��KPVGTPCVKQPCN�QKN�RTKEGU�CPF�-WYCKV�5VQEM�
'ZEJCPIG�+PFGZ�CU�C�ƓPCPEKCN�KPFKECVQT�YJKEJ�KU�PQV�CFGSWCVG�KP�OQFGTP�
GEQPQOKE�VGTOU�CPF�YQWNF�KORCEV�VJG�GHHQTVU�QH�-WYCKV�VQ�CEJKGXG�KVU�
XKUKQP��(WTVJGTOQTG��C�RTGNKOKPCT[�KPXGUVKICVKQP�JCU�DGGP�EQPFWEVGF�CPF�
HQWPF�VJCV�-WYCKV�FQGU�PQV�JCXG�ƓPCPEKCN�UVCDKNKV[�KPFGZ�QT�TGCN�GUVCVG�
KPFGZ��#NUQ��WUKPI�)&2�CU�CP�KPFKECVQT�CTG�NCIIGF�CPF�RWDNKUJGF�CHVGT�PKPG�
OQPVJU�QH�GCEJ�SWCTVGT�ENQUKPI�KP�CFFKVKQP�VQ�VJG�NCIIGF�KPHQTOCVKQP�CPF�
TGRQTVU�VJCV�CTG�CXCKNCDNG�QP�VJG�OCKP�UQWTEG�QH�GEQPQOKE�KPHQTOCVKQP�
KP�-WYCKV�UWEJ�6JG�%GPVTCN�5VCVKUVKECN�$WTGCW�
%5$���6JG�%GPVTCN�$CPM�QH�
-WYCKV�
%$-���CPF�/KPKUVT[�QH�(KPCPEG�
/1(��



/QTGQXGT��FWG�VQ�VJG�ƓGTEG�EQORGVKVKQP�KP�VJG�TGIKQP�CPF�ƔWEVWCVKQPU�QH�
VJG�KPVGTPCVKQPCN�QKN�RTKEGU�-WYCKV�PGGFU�VQ�OCKPVCKP�KVU�EQORCTCVKXG�
CFXCPVCIG�VQ�CVVTCEV�HQTGKIP�FKTGEV�KPXGUVOGPVU�CPF�HQTGKIP�RQTVHQNKQ�
KPXGUVOGPV�VQ�CEJKGXG�KVU�XKUKQP��/CP[�INQDCN�EQORCTCVKXG�KPFKECVQTU�JCXG�
DGGP�FGXGNQRGF�D[�KPVGTPCVKQPCN�KPUVKVWVGU�CPF�RWDNKEN[�TGHGTGPEG�UWEJ�CU�
*WOCP�&GXGNQROGPV�+PFGZ��'CUG�QH�&QKPI�$WUKPGUU��6JG�)NQDCN�(KPCPEKCN�
%GPVGTU�+PFGZ��9QTNF�*CRRKPGUU�+PFGZ��6JG�%QTTWRVKQP�2GTEGRVKQPU�+PFGZ��
'FWECVKQP�+PFGZ��CPF�+PFGZ�QH�'EQPQOKE�(TGGFQO��-WYCKV�CVVCKPGF�NQY�
TCPMKPI�INQDCNN[�CPF�TGIKQPCNN[�QP�VJQUG�KPFKECVQTU�CU�KNNWUVTCVGF�KP�Table 1

6CDNG���-WYCKV�4CPMKPI

Index Year Global Ranking GCC Ranking

)Human Development Index )HDI 2020 64 6

)Ease of Doing Business )EDB 2020 83 6

)The Global Financial Centers Index )GFCI 2020 103 6

)World Happiness Index )WHI 2020 48 4

)The Corruption Perceptions Index )CPI 2020 78 6

Education Index 2015 120 6

Index of Economic Freedom 2020 79 5

*GPEG��-WYCKV�CDKNKV[�VQ�CEJKGXG�KVU�XKUKQP�FGRGPFU�QP�KVU�UVTGPIVJU�
CPF�EQORCTCVKXG�CFXCPVCIGU��UGXGTCN�OGGVKPIU�YKVJ�5/'U�JCXG�DGGP�
EQPFWEVGF�VQ�KPXGUVKICVG�VJG�OCVVGT�CPF�CFFTGUU�VJG�EWTTGPV�EJCNNGPIGU�
HTQO�FKHHGTGPV�RGTURGEVKXG��5GXGTCN�SWGUVKQPU�JCXG�DGGP�CUMGF�UWEJ�
CU�KH�-WYCKV�KU�ECRCDNG�VQ�CEJKGXG�KVU������XKUKQP�VQ�VTCPUHQTO�KPVQ�C�
TGIKQPCN�VTCFG�CPF�ƓPCPEKCN�JWD��YJCV�KU�VJG�EQORCTCVKXG�CFXCPVCIG�QH�
-WYCKV��CPF�KH�-WYCKV�JCU�UVTQPI�ƓPCPEKCN�U[UVGO�
#�#NUCTGC��RGTUQPCN�
EQOOWPKECVKQP�������

#NN�EQPUWNVGF�5/'U�CITGGF�VJCV�VJGTG�CTG�OCP[�EJCNNGPIGU�CPF�QDUVCENGU�
VJCV�OKIJV�RTGXGPV�-WYCKV�HTQO�CEJKGXKPI�KVU�XKUKQP�UWEJ�CU�NCEM�QH�
GHƓEKGPV�UVTCVGIKE�RNCP�CPF�NCEM�QH�RWDNKE�FCVC�VQ�OGCUWTGU�CPF�OQPKVQTKPI�
GEQPQO[�ITQYVJ��1P�VJG�QVJGT�JCPF��VJG[�EQPUGPVGF�VJCV�-WYCKV�JKIJ�
KPEQOG��JKIJ�TGUGTXGU�CPF�UVTQPI�ƓPCPEKCN�U[UVGO�CTG�CFXCPVCIGU�VJCV�
PGGF�VQ�DG�OCKPVCKPGF�CPF�KORTQXGF��&GURKVG�VJCV�5/'UB�TGURQPUG�YGTG�
FKURWVKPI�CDQWV�-WYCKV�ECRCDKNKV[�VQ�VTCPUHQTO�KPVQ�ƓPCPEKCN�JWD�VJG�
OCKP�SWGUVKQPU�TGOCKP�KH�-WYCKV�JCU�UVTQPI�ƓPCPEKCN�U[UVGO�VJCV�ECP�
CVVTCEV�CPF�OCKPVCKP�KPVGTPCVKQPCN�KPXGUVOGPVU�CPF�RQTVHQNKQU�
#�#NUCTGC��
RGTUQPCN�EQOOWPKECVKQP��������

&WTKPI�VJG�NCUV�VGP�[GCTU��6JG�+PVGTPCVKQPCN�/QPGVCT[�(WPF�
+/(��



developed the Financial Soundness indicators (FSIs) which have been 
endorsed and widely adopted by policymakers and regulators in both 
advanced and emerging economies as it provides insights about economy 
health and soundness. Where only 46 countries reported their FSIs in 2009 
compared to 139 countries in 2019. The increase of reporting countries 
as shown in Figure 1 indicates the global trend and importance of such 
KPFKECVQTU�VQ�EQORCTG�VJG�ƓPCPEKCN�UVCDKNKV[�QH�FKHHGTGPV�EQWPVTKGU�TGIKQP�VQ�
establish business relationships and attract international direct portfolio 
and investments. Even though, IMF succeeded to promote its FSIs, still 
VJGTG�CTG�PQ�EQPUGPV�QP�VJG�OGVJQFQNQI[�QH�EQPUVTWEVKPI�VJG�ƓPCPEKCN�
stability index. All studies highlighted that the quality of the index 
depends on the quality of the data and variable selections which should be 
based on country`s economy structure, data availability and data reliability 
(Balakrishnan, Danninger, Elekdag, & Tytell, 2009). 

As indicated by the IMF, The Central Bank of Kuwait (CBK) and Capital 
Market Authority (CMA) have been approached to investigate the current 
WVKNK\GF�OGCUWTGU�CPF�KPFKECVQTU�VQ�CUUGUU�CPF�OQPKVQT�-WYCKV�ƓPCPEKCN�
U[UVGO��%$-�CPF�%/#�JCF�UGXGTCN�CVVGORVU�VQ�FGXGNQR�C�ƓPCPEKCN�UVCDKNKV[�
index for Kuwait. However, those indexes have not been published yet 
FWG�VQ�VJG�PGGF�QH�HWTVJGT�XCNKFCVKQP�CPF�XGTKƓECVKQP�
#�#NUCTGC��RGTUQPCN�
communication, 2020). Yet there is no consent of how such an index 
should be developed. Moreover, All the consulted SMEs agreed that Kuwait 
lacked long time series data similar to advanced economies and there is 
C�TGUGCTEJ�ICR�CU�VJGTG�KU�PQ�TGUGCTEJ�JCU�DGGP�[GV�EQPFWEVGF�URGEKƓECNN[�
for Kuwait.

Figure 1  IMF’s FSIs Report

Source: (IMF, 2020a)
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9JKNG�VJG�WNVKOCVG�QDLGEVKXG�QH�VJKU�TGUGCTEJ�KU�VQ�CUUGUU�-WYCKV�ƓPCPEKCN�
UVCDKNKV[�CPF�VQ�RTQRQUG�C�ƓPCPEKCN�UVCDKNKV[�KPFGZ�HQT�-WYCKV�VQ�GPCDNG�VJG�
RQNKE[�CPF�FGEKUKQP�OCMGTU�VQ�CUUGUU�CPF�OQPKVQT�-WYCKV�ƓPCPEKCN�U[UVGO�
UVCDKNKV[�CPF�VQ�RTQRQUG�CP�GHHGEVKXG�ƓPCPEKCN�CPF�GEQPQOKE�RQNKEKGU�

����4GUGCTEJ�/GVJQFQNQI[�CPF�&CVC�#PCN[UKU�/GVJQF��

6Q�CEJKGXG�TGUGCTEJ�QDLGEVKXG��CP�GORKTKECN�VGUV�DCUGF�QP�$CNCMTKUJPCP�
GV�CN��
������'OGTIKPI�/CTMGVU�(KPCPEKCN�5VCDKNKV[�+PFGZ�/QFGN�
'/�(5+��
JCU�DGGP�EQPFWEVGF�YKVJ�CFLWUVOGPVU�VQ�UWKV�-WYCKV�GEQPQO[�UVTWEVWTG�
CPF�VJG�FCVC�CXCKNCDKNKV[��6JG�TGUGCTEJ�WUGF�VGP�[GCTU�SWCTVGTN[�URCP�
FCVC�UVCTVKPI�HTQO�3�������VQ�3�������CPF�EQXGTGF�DCPMKPI�UGEVQT��ECRKVCN�
OCTMGV��CPF�TGCN�GUVCVG�OCTMGV���6JTGG�OGVJQFQNQIKGU�JCXG�DGGP�WVKNK\GF�
VQ�EQPUVTWEV�VJG�RTQRQUGF�KPFGZ�YJKEJ�YGTG�VJG�OQUV�EQOOQP�WUGF�
CRRTQCEJGU�D[�VJG�NKVGTCVWTG�PCOGN[��8CTKCPEG�'SWCN�9GKIJVU�CRRTQCEJ�

'89���*[DTKF�CRRTQCEJ�
*/��CPF�2KPEJCDNG�%QORQPGPV�#PCN[UKU�
CRRTQCEJ�
2%#���#NUQ��XKUWCN��CPF�UVCVKUVKECN�CPCN[UKU�YKNN�DG�GORNQ[GF�VQ�
XGTKƓGU�VJG�RTQRQUGF�KPFGZ�CPF�CUUGUU�KVU�CDKNKV[�VQ�ECRVWTG�DWUKPGUU�E[ENG�
CPF�ƓPCPEKCN�KPUVCDKNKV[�

����6JGUKU�5VTWEVWTG��

6JG�TGUGCTEJ�EQPUKUVU�QH�ƓXG�EJCRVGTU�CPF�UVTWEVWTGF�CU�HQNNQYKPIU��
EJCRVGT�QPG�UVCTVU�YKVJ�CP�QXGTXKGY�QH�VJG�RTQDNGO�CPF�KVU�TGNGXCPEG�VQ�
VJG�EQWPVT[�QH�-WYCKV��#NUQ��VJG�EJCRVGT�FGƓPGF�VJG�TGUGCTEJ�QDLGEVKXGU�
CPF�DTKGƔ[�FGUETKDG�TGUGCTEJ�OGVJQFQNQI[�CPF�FCVC�CPCN[UKU�VQQN��9JKNG�
EJCRVGT�VYQ�CVVGORVU�VQ�TGCF�KPVQ�VJG�KPƔWGPVKCN�VJGQTKGU��HTCOGYQTMU��
CPF�ETKVKE�QH�VJG�DGUV�RTCEVKEGU�VQ�FGXGNQR�C�VJQTQWIJ�WPFGTUVCPFKPI�QH�VJG�
TGUGCTEJ�SWGUVKQPU��6JGP��EJCRVGT�VJTGG�YKNN�FKUEWUU�VJG�URGEKƓE�OGVJQFU�
D[�YJKEJ�VJG�TGUGCTEJ�CPF�CPCN[UGU�YGTG�EQPFWEVGF��+V�UVCTVU�YKVJ�RTQDNGO�
FGƓPKVKQP�CPF�TGUGCTEJ�QDLGEVKXGU��VJGP��KV�OQXGU�VQ�VJG�FCVC�CPF�XCTKCDNGU�
UGNGEVKQP�OGVJQFQNQI[��(QNNQYGF�D[�RTGUGPVKPI�VJG�TGUGCTEJ�CRRTQCEJ�CPF�



FCVC�CPCN[UKU�VQQN��*GTGCHVGT��EJCRVGT�HQWT�CPCN[UGU�VJG�CUUGODNGF�FCVC�
CPF�EQORCTG�VJG�TGUWNVU�QH�GCEJ�OGVJQFQNQI[�HQNNQYGF�D[�VJG�FKUEWUUKQP�
CPF�ƓPFKPIU��(KPCNN[��EJCRVGT�ƓXG�FTCYU�VQIGVJGT�VJG�MG[�ƓPFKPIU��OCMKPI�
VJG�TGUGCTEJ�EQPENWUKQP��TGEQOOGPFCVKQP��CPF�UWIIGUVKQP�HQT�VJG�HWVWTG�
TGUGCTEJ�



CHAPTER TWO: LITERATURE REVIEW

6JKU�EJCRVGT�CKOU�VQ�FGXGNQRKPI�DGVVGT�WPFGTUVCPFKPI�QH�VJG�EQPEGRV�QH�
ƓPCPEKCN�UVCDKNKV[�KPFGZ��KV�CVVGORVU�VQ�VTCEG�VJG�QTKIKPU�VJG�DGUV�RTCEVKEGU�
CPF�KORCEV�HTQO�UEJQNCTUB�RGTURGEVKXG��6JG�UGCTEJ�KP�VJG�NKVGTCVWTG�KU�CP�
CVVGORV�FGXGNQR�C�OQUV�UWKVCDNG�FGUKIP�QH�C�ƓPCPEKCN�UVCDKNKV[�KPFGZ�HQT�
-WYCKV�

����1XGTXKGY�QH�VJG�ƓPCPEKCN�5GEVQT��

(KPCPEKCN�U[UVGO�VQFC[��CU�RQKPVU�QWV�D[�/KUJMKP�
������KU�VJG�GPIKPG�QH�
CP[�GEQPQO[�CU�KV�RNC[U�XKVCN�TQNG�CU�VJG�OCKP�HQECN�RQKPV�KP�CP[�DWUKPGUU�
CPF�UQEKCN�CEVKXKV[��6JG�7PKVGF�5VCVG�%GPUWU�$WTGCWBU�0QTVJ�#OGTKECP�
+PFWUVT[�%NCUUKƓECVKQP�5[UVGO�
�������FGVGTOKPGF�VJTGG�OCKP�HWPEVKQPU�
HQT�VJG�ƓPCPEKCN�U[UVGO��(KTUV��4CKUKPI�(WPFU�D[�VCMKPI�FGRQUKVU��KUUWKPI�
UGEWTKVKGU��CPF�RTQEGUUKPI�VJG�KPEWTTGF�NKCDKNKVKGU��5GEQPF��2QQNKPI�QH�
TKUM�D[�WPFGTYTKVKPI�KPUWTCPEG�EQNNGEVKPI�HGGU��KPUWTCPEG�RTGOKWOU��
QT�CPPWKV[�EQPUKFGTCVKQPU��DWKNF�WR�TGUGTXGU��KPXGUV�VJQUG�TGUGTXGU��CPF�
OCMG�EQPVTCEVWCN�RC[OGPVU��(KPCNN[��RTQXKFKPI�5RGEKCNK\GF�5GTXKEGU�
D[�HCEKNKVCVKPI�QT�UWRRQTVKPI�ƓPCPEKCN�KPVGTOGFKCVKQP��KPUWTCPEG��CPF�
GORNQ[GG�DGPGƓV�RTQITCOU��6JGTGHQTG��ƓPCPEKCN�KPUVCDKNKV[�EQWNF�CHHGEV�
RGQRNG�NKXGU�CPF�YGCNVJ�CU�YGNN�CU�DWUKPGUU�CEVKXKVKGU��KPVGTPCVKQPCN�VTCFGU��
CPF�QDNKICVKQPU�HWNƓNOGPV�ECRCDKNKV[�

9JKNUV�#FGKUJXKNK�
������CITGGU�VJCV�DCPMU�DGECOG�KPVGTOGFKCVGU in all 
ƓPCPEKCN�VTCPUCEVKQPU�UWEJ�CU�CEEGRVKPI�FGRQUKV��RTQXKFKPI�NQCPU��IGPGTCVG��
KPHQTOCVKQP��XCNKFCVG�ETGFKVYQTVJKPGUU�QH�EWUVQOGTU��RTQXKFKPI�GHHGEVKXG�
RC[OGPV�CPF�UGVVNGOGPV�U[UVGOU�VQ�UWRRQTV�GEQPQO[BU�HWPEVKQPCNKV[�
CPF�ITQYVJ��*G�RQKPVGF�QWV�VQ�DCPMU�CPF�ƓPCPEKCN�U[UVGO�UGPUKVKXKV[�VQ�
DCF�GXGPVU�CPF�TWOQTU�CU�VJG[�CTG�KPVGTEQPPGEVGF�CPF�FQOKPCVKPI�QVJGT�
RCTVU�QH�VJG�GEQPQO[��6JGTGHQTG��KV�ECP�ECWUG�UGXGTG�EQPUGSWGPEGU�FWG�VQ�
DCPMU�DWUKPGUU�OQFGN�CPF�PCVWTG�CU�VJG[�JCXG�C�JKIJN[�NGXGTCIGF�ECRKVCN�
UVTWEVWTG�YKVJ�C�EQORNGZ�CPF�PQP�VTCPURCTGPV�CUUGVU�CPF�NKCDKNKVKGU�
VJCV�TGNC[U�QP�VCMKPI�TKUM�VQ�HWNƓN�VJG�OKUOCVEJ�QH�NKSWKFKV[�CPF�ETGFKV�
ICR��#NUQ��#FGKUJXKNK�
������GZRNCKPGF�VJG�KORQTVCPEG�QH�RQNKE[OCMGTU�
CPF�TGIWNCVQTUũ�GUUGPVKCN�TQNG�VQ�GPUWTG�VTCPURCTGPE[�CPF�OCKPVCKPKPI�
VJG�EQPƓFGPEG�KP�VJG�ƓPCPEKCN�U[UVGO�VQ�RTQVGEV�FGRQUKVQTU�CPF�EQPVTQN�
DCPMU�TKUM�VCMKPI�RTQEGUU�D[�CRRN[KPI�EQPVTQN�OGCUWTGU�UWEJ�CU�ECRKVCN�
TCVKQ���TGSWKTGF�TGUGTXG�TCVKQ��NKSWKFKV[�EQXGTCIG�TCVKQ�CPF�ETGFKV�TCVKPI��+P�
CFFKVKQP��GPUWTKPI�DCPMU�ƓPCPEKCN�TGRQTVKPI�CPF�FKUENQUWTGU�TGSWKTGOGPVU�
VJCV�HCKTN[�TGRTGUGPV�DCPMU�ƓPCPEKCN�RQUKVKQP��QWVNQQM��CPF�VJGKT�CDKNKV[�VQ�
TGUKUV�CP[�NQECN�QT�INQDCN�ƓPCPEKCN�UJQEM��



����(KPCPEKCN�5VCDKNKV[��

#EEQTFKPI�VQ�/KUJMKP�
�������ƓPCPEKCN�UVCDKNKV[�EQWNF�DG�FGƓPGF�CU�VJG�
ECRCDKNKV[�CPF�GHƓEKGPE[�QH�TGUQWTEGU�CNNQECVKQPU�VQ�QRGTCVG�VJG�ƓPCPEKCN�
U[UVGO�YKVJQWV�FKUTWRVKQP��5EJKPCUK�
�������CITGGU�CPF�GNCDQTCVGF�D[�
URGEKƓECNN[�OGPVKQPKPI�VJG�ƓPCPEKCN�UVCDKNKV[�QEEWTTGF�YJGP�GEQPQOKE�
RTQEGUUGU�CTG�GPJCPEGF��TKUMU�CTG�TGFWEGF��CPF�VJG�U[UVGO�ECP�CDUQTD�
ƓPCPEKCN�UJQEMU��+P�QVJGT�YQTF��ƓPCPEKCN�UVCDKNKV[�ECP�DG�FGƓPGF�D[�
KVU�CDUGPEG��YJGTG�ƓPCPEKCN�U[UVGO�KU�FKUTWRVGF�CPF�WPECRCDNG�VQ�
HWPEVKQP�GHƓEKGPVN[��9JGTGD[��U[UVGOCVKE�TKUM��ETGFKV�TKUM��CPF�QRGTCVKQPCN�
TKUM�OCUUKXGN[�VJTGCVGP�NKSWKFKV[��RC[OGPV�U[UVGOU�CPF�CUUGVũU�XCNWG�
FGVGTKQTCVKQP�NGCFKPI�VQ�UGTKQWU�GEQPQOKE��UQEKCN��CPF�GPXKTQPOGPV�
RTQDNGOU��6JWU��QPG�ECP�FGƓPG�ƓPCPEKCN�UVCDKNKV[�QEEWTTGF�YJGP�
ƓPCPEKCN�KPUVKVWVKQPU�CPF�RC[OGPV�UGTXKEGU�CTG�QRGTCVKPI�UOQQVJN[�
YKVJQWV�KPVGTTWRVKQP��U[UVGOCVKE��QRGTCVKQPCN�CPF�ETGFKV�TKUMU�CTG�FGƓPGF��
OGCUWTGF��CPF�OQPKVQTGF��CPF�ƓPCNN[�VJG�ƓPCPEKCN�U[UVGO�ECP�RTGFKEV�
CPF�EQRG�YKVJ�PCVKQPCN�CPF�KPVGTPCVKQPCN�ƓPCPEKCN�UJQEMU�
$CDCT��.CVKGH��
#UJTCH����0CYC\��������

(KPCPEKCN�KPUVCDKNKV[�CPF�TKUMU�HCEVQTU�CNUQ�JCXG�DGGP�UWDLGEV�QH�UGXGTCN�
UVWFKGU�CU�VJG[�GXQNXGF�KP�NKPG�YKVJ�VJG�FGXGNQROGPV�QH�ƓPCPEKCN�KPFWUVT[��
/CP[�TGUGCTEJGTU�JCXG�UVWFKGF�VJQUG�HCEVQTU�UWEJ�CU�*QWDGP��-CMGU�CPF�
5EJKPCUK�
�������YJQ�KFGPVKƓGF�CPF�ENWUVGTGF�VJG�RQVGPVKCN�TKUM�UQWTEGU�KPVQ�
GPFQIGPQWU�CPF�GZQIGPQWU�HCEVQTU�VJCV�KPENWFG�KPUVKVWVKQPCN��QRGTCVKQPCN��
OCTMGV��+PHTCUVTWEVWTCN��EQNNCRUG�QH�EQPƓFGPEG��FQOKPQ�GHHGEVU�KP�CFFKVKQP�
VQ�OCETQGEQPQOKE�FKUVWTDCPEGU�CPF�GXGPV�TKUM�CU�UJQYP�KP�(KIWTG����
#RRCTGPVN[��VJG�UKIPKƓECPV�QH�GCEJ�HCEVQT�FGRGPFU�QP�EQWPVT[BU�GEQPQO[�
UVTWEVWTG�CPF�ƓPCPEKCN�U[UVGO�GHƓEKGPE[�



(KIWTG���5QWTEG�QH�(KPCPEKCN�4KUMU�CPF�+PUVCDKNKV[

ExogenousEndogenous

Macroeconomic disturbances:
- Economic environment risk
- Policy imbalances

Event risk
- Natural disaster
- Political events
- Large business failures

Market-based:
> Counterparty risk
> Asset price misalignments
> Run on markets.
- Credit
- Liquidity
- Contagion
Infrastructure-based:
> Clearance, payment, and 
settlement system risk
> Infrastructure fragilities
> Legal
> Regulatory
> Accounting
> Supervisory

&ROODSVH�RI�FRQÀGHQFH�OHDGLQJ�
to runs.

Domino effects

Institutions-based: 
> Financial risks
- Credit
- Market 
- Liquidity 
- Interest rate 
- Currency 

> Operational risk
- Information technology
- Weaknesses
- Legal/integrity risk
- Reputation risk
- Business strategy risk
- Concentration risk
- Capital adequacy risk.

����(KPCPEKCN�5VCDKNKV[�/GCUWTGOGPV��

(WTVJGTOQTG��ƓPCPEKCN�UVCDKNKV[�OGCUWTGOGPVU�UVKNN�FGDCVCDNG�CPF�
EJCNNGPIGCDNG�CEEQTFKPI�VQ�#FGKUJXKNK�
������FWG�VQ�VJG�EQPVKPWCPEG�
FGXGNQROGPV�CPF�EQORNGZKV[�QH�VJG�ƓPCPEKCN�KPFWUVT[�CU�YGNN�CU�VJG�
KPETGCUKPI�KPVGTEQPPGEVKQP�QH�VJG�INQDCN�GEQPQO[��5KPICNC�CPF�#UJGT�

������CITGGF�CPF�UWIIGUVGF�VJCV�ƓPCPEKCN�UVCDKNKV[�EQWNF�DG�OGCUWTGF�
D[�FGVGEVKPI�CPF�KFGPVKH[KPI�TKUMU�CPF�UQWTEGU�QH�VJG�RQUUKDNG�ƓPCPEKCN�
UJQEMU��OGCUWTKPI��CPF�CUUGUUKPI�RQVGPVKCN�EQUVU�CPF�VJG�CDKNKV[�
VQ�GXCNWCVG�VJG�YGCMPGUU�QH�VJG�ƓPCPEKCN�U[UVGO�
#FGKUJXKNK���������
#EEQTFKPIN[��OCP[�TGUGCTEJGTU�CPF�RTCEVKVKQPGTU�RTQRQUGF�FKHHGTGPV�
OGVJQFU�CPF�VQQNU�VQ�RTGFKEV�HCKNWTG��OQPKVQT�CPF�GXCNWCVG�ƓPCPEKCN�
U[UVGO�UVCDKNKV[�UWEJ�CU�#NVOCPũU�\�UEQTG�/QFGN�
������CPF�VJG�'CTN[�
9CTPKPI�5KIPCNU�+PFKECVQTU�
'95��VJCV�JCF�DGGP�WUGF�UKPEG�����BU�CPF�
FGXGNQRGF�QXGT�VJG�VKOG�
(KNKRRQRQWNQW��)CNCTKQVKU����5R[TQW���������

(WTVJGTOQTG��6JG�+PVGTPCVKQPCN�/QPGVCT[�(WPF�Ŭ+/(ŭ�CPF�6JG�$CPM�QH�
+PVGTPCVKQPCN�5GVVNGOGPV�Ŭ$+5ŭ�KPXGUVKICVG�VJG�ECWUG�CPF�GHHGEVU�QH�VJG�
KPVGTPCVKQPCN�ƓPCPEKCN�ETKUGU�D[�HQEWUKPI�RCTVKEWNCTN[�QP�VJG�DCPMKPI�
UGEVQT�KP�DQVJ�FGXGNQRKPI�CPF�FGXGNQRGF�EQWPVTKGU�YJKEJ�KPURKTGF�
OCP[�TGUGCTEJGTU�CPF�RTCEVKVKQPGTU�VQ�FGXGNQR�KPFKECVQTU�VJCV�CKO�VQ�
ECRVWTG�RQVGPVKCN�ƓPCPEKCN�ETKUKU�HTQO�URGEKƓE�RGTURGEVKXGU��(QT�GZCORNG��
-COKPUM[�GV�CN��
�������FGXGNQRGF�����KPFKECVQTU�VQ�RTGFKEV�RQVGPVKCN�
EWTTGPE[BU�ETKUKU�CPF�JG�HQWPFU�VJCV�GHHGEVKXG�YCTPKPI�U[UVGO�OWUV�
KPENWFG�DTQCF�XCTKGV[�QH�ƓPCPEKCN�CPF�PQP�ƓPCPEKCN�XCTKCDNGU�VQ�HWPEVKQP��



2TGEKUGN[��-COKPUM[�GV�CN��
������NKUVGF�ƓXG�GEQPQOKE�KPFKECVQTU�VJCV�
UJQYGF�KVU�CDKNKV[�VQ�RTGFKEV�EWTTGPE[�ETKUKU��6JGUG�CTG�KPVGTPCVKQPCN�
TGUGTXGU��TGCN�GZEJCPIG�TCVG��ETGFKV�ITQYVJ��ETGFKV�VQ�VJG�RWDNKE�UGEVQT��CPF�
FQOGUVKE�KPƔCVKQP�

1P�QVJGT�JCPF��OCP[�UVWFKGU�JCXG�DGGP�EQPFWEVGF�VQ�CUUGUU�ETKUKU�HTQO�
DCPMKPI�UGEVQT�UWEJ�CU�&GOKTIȨȖ�-WPV���&GVTCIKCEJG�
������YJQ�QDUGTXGF�
VJCV�ETKUGU�GOGTIG�FWTKPI�YGCM�GEQPQO[��UNQY�)&2�ITQYVJ�CPF�JKIJ�
KPƔCVKQP��/QTGQXGT��CEEQTFKPI�VQ�2GUQNC�
�������VJG�OCKP�ECWUGU�QH�VJG�
ƓPCPEKCN�ETKUGU�KP�0QTFKE�EQWPVTKGU�YCU�VJG�ƓPCPEKCN�HTCIKNKV[�CPF�VJG�JKIJ�
ƓPCPEKCN�NGXGTCIG�CEEQORCPKGF�YKVJ�C�PGICVKXG�ƓPCPEKCN�UJQEM��

&GURKVG��#FGKUJXKNK�
������JKIJNKIJVGF�YKFG�TCPIG�QH�GCTN[�YCTPKPI�
KPFKECVQTU�CPF�CRRTQCEJGU�VJCV�JCXG�DGGP�FGXGNQRGF�VQ�OGCUWTG�
DCPMU�CPF�ƓPCPEKCN�U[UVGO�UVCDKNKV[�UWEJ�CU�VJG�%#/'.5�TCVKPI�
U[UVGO�CRRTQCEJ��YJKEJ�TCPMU�DCPMU�DCUGF�QP�VJGKT�%CRKVCN�#FGSWCE[��
#UUGVU�3WCNKV[��/CPCIGOGPV��'CTPKPI��.KSWKFKV[�CPF�5GPUKVKXKV[�VQ�
GEQPQO[�CFXGTUG�GXGPVU��1VJGT�UVWFKGU�UWEJ�CU�+UJTCMKGJ�GV�CN���
������
JCXG�EQPENWFGF�VJCV�'95�CPF�%#/'.5�CRRTQCEJ�YGTG�FGXGNQRGF�QP�
C�UVCPF�CNQPG�DCUKU�YKVJQWV�EQPUKFGTKPI�VJGKT�KPVGTTGNCVKQPUJKR�CPF�
KPVGTFGRGPFGPEG�QH�QVJGT�ƓPCPEKCN�CPF�PQP�ƓPCPEKCN�XCTKCDNGU��6JGTGHQTG��
PGY�VQQNU�CPF�OGVJQFQNQIKGU�JCXG�DGGP�UWIIGUVGF�CPF�KPVTQFWEGF�D[�
GZRGTVU�UWEJ�CU�(KPCPEKCN�%QPFKVKQPU�+PFGZ�
(%+��D[�$QTFQ�GV�CN��
������VJCV�
DGGP�CFQRVGF�D[�OCP[�TGRWVCDNG�KPUVKVWVGU�UWEJ�CU�$NQQODGTI�(KPCPEKCN�
%QPFKVKQPU�+PFGZ�D[�4QUGPDGTI�
������CPF�VJG�(GFGTCN�4GUGTXG�$CPM�QH�
%JKECIQ�0CVKQPCN�(KPCPEKCN�%QPFKVKQPU�+PFGZ�D[�$TCXG�CPF�$WVVGTU�
������

)JGUSWKGTG��/E#HGG����$WTPGVV���������5KOKNCTN[��(KPCPEKCN�5VCDKNKV[�+PFGZ�

(5+��VJCV�WUWCNN[�FQOKPCVGF�D[�RTKEGU�KPFKECVQTU�UWEJ�CU�UVQEM�CPF�TGCN�
GUVCVG�OCTMGV�RTKEGU��(KPCNN[��VJG�%QORQUKVG�(KPCPEKCN�5VCDKNKV[�+PFGZ�

%(5+��VJCV�EQPUQNKFCVG�UGXGTCN�XCTKCDNGU�QT�UWD�KPFGZGU�KP�QPG�UKPING�XCNWG�
VQ�OQPKVQT�CPF�ECRVWTG�OCTMGV�ƔWEVWCVKQPU�VQ�FGVGEV�RQVGPVKCN�VJTGCVU�VJCV�
EQWNF�GOGTIG�VQ�C�ƓPCPEKCN�ETKUKU�

#EEQTFKPI�VQ�+UJTCMKGJ�GV�CN���
�������VJG�ƓTUV�VTCEGF�EQORQUKVG�ƓPCPEKCN�
UVCDKNKV[�KPFGZ�YCU�KPVTQFWEGF�D[�+NNKPI�CPF�.KW�
�������6JG�KPFGZ�CKOGF�
VQ�GZCOKPG�%CPCFC�U[UVGOCVKE�TKUM�D[�EQPUVTWEVKPI�VJTGG�UWD�KPFGZGU��
$CPMU��(QTGKIP�'ZEJCPIG��$QPF��CPF�'SWKV[�/CTMGVU�HQT�VJG�RGTKQF�HTQO�
�����VQ�������+NNKPI�CPF�.KW�CRRNKGF�UGXGTCN�CIITGICVKQPU�OGVJQF�UWEJ�CU�
2TKPEKRCN�EQORQPGPV�CPCN[UKU�
2%#���XCTKCPEG�GSWCN�YGKIJVU��CPF�XCTKCDNG�
VTCPUHQTOCVKQPU�DCUGF�QP�VJGKT�UCORNG�EWOWNCVKXG�FKUVTKDWVKQP�HWPEVKQPU�
RTQXKFKPI�UVTGUU�OGCUWTGOGPV�VJCV�JCU�KPƔWGPEGF�OCP[�TGUGCTEJGTU�
ETQUU�VJG�INQDG�

0GNUQP�CPF�2GTNK�
�������KPVTQFWEGF�VJG�ƓTUV�(KPCPEKCN�5VCDKNKV[�+PFGZ�



HQT�VJG�75#�D[�WUKPI�GEQPQOKE��SWCNKVCVKXG�CPF�GZRGTVUũ�LWFIOGPVU�
CPCN[UKU��6JG�KPFGZ�KPENWFGU�UGXGTCN�XCTKCDNGU�UWEJ�CU�KPVGTGUV�TCVGU�CPF�
CUUGV�RTKEGU��ƓPCPEKCN�HTCIKNKV[��OQTVICIG�OCTMGV��KPFKXKFWCN�KPUVKVWVKQPU��
RTQDCDKNKVKGU�QH�OWNVKRNG�FGHCWNVU�HQT�VJG�RGTKQF������VQ�������#V�VJG�UCOG�
VKOG��*CPUEJGN�CPF�/QPPKP�
������FGXGNQRGF�C�ƓPCPEKCN�UVTGUU�KPFGZ�
CPF�HTCOGYQTM�VQ�GXCNWCVG�5YKUU�DCPMKPI�UGEVQTũU�UVCDKNKV[�D[�EQODKPGU�
FGHGTGPV�V[RGU�QH�GEQPQOKE�XCTKCDNGU�VJCV�KPENWFG�TGCN�XCTKCDNGU��RTKEG�
KPFKEGU��DCNCPEG�UJGGV�FCVC��CPF�QVJGT�PQP�RWDNKE�CPF�RWDNKE�FCVC�QP�[GCTN[�
DCUKU�HQT�VJG�RGTKQF�QH�����ť������1PG�QH�*CPUEJGN�CPF�/QPPKPBU�OCKP�
QDLGEVKXG�YCU�VQ�RTGFKEV�GEQPQO[�UVTGUU�CPF�RQVGPVKCN�VJTGCVU�VJTQWIJ�
VJG�RTQRQUGF�(5+�YJKEJ�HQWPF�UKIPKƓECPV�NKPM�DGVYGGP�DCPMKPI�UGEVQTBU�
UVTGUU�NGXGN�CPF�OCETQGEQPQOKE�UJQEMU�CPF�KV�ECP�DG�WUGF�HQT�GZRNQTKPI�
VJG�RQVGPVKCN�VJTGCVU�QH�ƓPCPEKCN�UVTGUU�QT�ƓPCPEKCN�ETKUKU��1P�VJG�QVJGT�
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�������&CN[�CPF�#MJVGT�

�������/QUV�QH�VJG�CWVJQTU�CITGGF�VJCV�KV�KU�GCU[�VQ�ECNEWNCVG�CPF�KPVGTRTGV��
+P�VJG�EQPVTCT[��)CFCPGE\�CPF�,C[CTCO�
������UWIIGUVGF�VJCV�WUKPI�
GEQPQOKE�YGKIJVU�QT�%WOWNCVKXG�&KUVTKDWVKQP�(WPEVKQPU�
%&(��EQWNF�TGUWNV�
CEEWTCVG�CPF�DGVVGT�KPFGZ��*QYGXGT��+NNKPI�CPF�.KW�
������CPF�$CNCMTKUJPCP�
GV�CN���
������HQWPF�PQ�UKIPKƓECPV�FKHHGTGPEGU�DGVYGGP�VJG�VYQ�CRRTQCEJGU�
CPF�GZRNCKPGF�JQY�VJG�KPFGZ�UJQWNF�DG�EQPUVTWEVGF�D[�VJG�UWOOCVKQP�QH�
GCEJ�XCTKCDNG�OWNVKRNKGF�D[�VJG�CUUKIPGF�YGKIJV�

The second common method used in literatures the was the Principal 
%QORQPGPVU�#PCN[UKU�
2%#��QT�(CEVQT�CPCN[UKU�
(#��YJKEJ�KU�C�OWNVKXCTKCVG�
UVCVKUVKECN�VGEJPKSWG�ƓTUVN[�KPVTQFWEGF�D[�-CTN�2GCTUQP�
������CPF�
FGXGNQRGF�CHVGTYCTFU�D[�*CTQNF�*QVGNNKPI�
�������#EEQTFKPI�VQ�/CJOCJ�

�������VJG�CRRTQCEJ�CKOU�VQ�TGFWEG�YKFG�TCPIG�QH�XCTKCDNGU�CPF�GZVTCEV�
VJG�EQOOQP�HCEVQTU�HTQO�C�ITQWR�QH�TGNGXCPV�GEQPQOKE�UGTKGU�VQ�ECRVWTG�
VJG�JKIJGUV�NGXGN�QH�EQOOQP�VTGPF��#EEQTFKPI�VQ�-KO���-Q�
�������2%#�
EQWNF�UKORNKƓGU�CPCN[UKU�KPVGTRTGVCVKQP��ECRVWTG�VJG�JKIJGUV�NGXGN�QH�
EQOOQP�VTGPF��CPF�NGCTP�OQTG�CDQWV�VJG�EQORQUKVKQP�QH�XCTKCDNGU��
9JKNG�VJG�OCKP�FTCYDCEMU�QH�VJG�OGVJQF�EQPUKFGTGF�VQ�DG�KVU�KPCDKNKV[�VQ�
FKHHGTGPVKCVG�QH�FGHGTGPV�XCTKCDNGU�UWEJ�CU�IGPFGT�CPF�CIG��KV�KU�OKPKOK\KPI�
VJG�EQPVTKDWVKQP�QH�KPFKXKFWCN�KPFKECVQTU�YJKEJ�FQ�PQV�OQXG�YKVJ�QVJGT�
KPFKXKFWCN�KPFKECVQTU�
1'%&��������CPF�OKIJV�PQV�ECRVWTG�VJG�GUUGPVKCN�
CURGEVU�QH�YJCV�KU�DGKPI�OGCUWTGF��/QTGQXGT��CEEQTFKPI�VQ�#T\COCUQX�CPF�
2GPKMCU�
������VQ�WUG�2%#�OGVJQF�VJG�KPRWV�FCVC�OWUV�DG�UVCPFCTFK\GF�
YJGP�VJG[�JCXG�FKHHGTGPV�WPKVU�QH�OGCUWTGOGPV�CPF�UECNGU��+H�VJG�FCVC�
YGTG�PQV�UVCPFCTFK\GF��VJG�TGUWNVU�YQWNF�DG�JKIJN[�FGRGPFGPV�QP�VJG�
UGNGEVKQP�QH�VJG�UECNG�CPF�VJG�PCVWTG�QH�VJG�WPKVU�QH�OGCUWTGOGPV��(KPCNN[��
VJG[�HQWPF�VJCV�VJG�KPFGZ�WPFGT�2%#�KU�UKIPKƓECPVN[�EQTTGNCVGF�YKVJ�VJG�
OCETQGEQPQOKE�FCVC�

����'OGTIKPI�/CTMGV�(KPCPEKCN�5VCDKNKV[�+PFGZ��

#NVJQWIJ�GZVGPUKXG�TGUGCTEJ�JCU�DGGP�ECTTKGF�QWV�QP�VJG�ƓPCPEKCN�
UVCDKNKV[�HQT�CFXCPEG�GEQPQOKGU��VJG�GOGTIKPI�GEQPQOKGU�UVKNN�HCEKPI�
VJG�EJCNNGPIG�QH�FCVC�CXCKNCDKNKV[�CPF�TGNKCDKNKV[�CU�JKIJNKIJVGF�D[�
/CJOCJ�
�������$CNCMTKUJPCP�GV�CN��
������FGXGNQRU�CP�'OGTIKPI�/CTMGVU�
(KPCPEKCN�5VCDKNKV[�+PFGZ�
'/�(5+��OGVJQFQNQI[�YJKEJ�KU�DCUGF�QP�+/(�
(KPCPEKCN�5QWPFPGUU�+PFKECVQTU�VJCV�JCXG�DGGP�FGXGNQRGF�CPF�RTQRQUGF�



D[�%CTFCTGNNK�GV�CN��
������YJKEJ�JCU�DGGP�YKFGN[�CFQRVGF���'/�(5+�TGNKGU�
RTKOCT[�QP�OCTMGV�FCVC�YJKEJ�ECP�DG�VJG�OQUV�TGNKCDNG��TGNGXCPV�CPF�EQWNF�
DG�EQNNGEVGF�QP�HTGSWGPV�DCUKU��6JG�'/�(5+�CUUGUU�VJG�ƓPCPEKCN�UVCDKNKV[�
VJTQWIJ�CUUGUUKPI�VJTGG�OCTMGV�UGIOGPVU�CU�UJQYP�KP�(KIWTG���CU�
HQNNQYU��DCPMKPI�UGEVQT��ECRKVCN�OCTMGVU�CPF�GZEJCPIG�OCTMGVU��/QTGQXGT��
$CNCMTKUJPCP�WUGF�VJG�HQNNQYKPI�ƓXG�XCTKCDNGU�VQ�EQPUVTWEV�VJG�KPFGZ��
DCPMKPI�UGEVQT�DGVC�FGPQVGF�CU�·��UVQEM�OCTMGV�TGVWTPU��VKOG�XCT[KPI�
UVQEM�OCTMGV�TGVWTP�XQNCVKNKV[��UQXGTGKIP�FGDV�URTGCFU��CPF�CP�GZEJCPIG�
OCTMGV�RTGUUWTG�KPFGZ�
'/2+���*QYGXGT��VJGUG�XCTKCDNGU�YGTG�NKOKVGF�D[�
FCVC�EQPUKFGTCVKQPU�CPF�C�RTGHGTGPEG�HQT�HTWICNKV[��

*GTGCHVGT��$CNCMTKUJPCP�GZRNCKPGF�JQY�VJG�XCTKCDNGU�UJQWNF�DG�
UVCPFCTFK\GF�D[�WUKPI�XCTKCPEG�GSWCN�YGKIJVKPI�VGEJPKSWG�UCOG�CU��
-COKPUM[�CPF�4GKPJCTV�
������YJKEJ�CNUQ�EQPUKFGTGF�VJG�OQUV�EQOOQP�
YGKIJVKPI�OGVJQF�KP�VJG�NKVGTCVWTG��'CEJ�EQORQPGPV�KU�EQORWVGF�CU�C�
FGXKCVKQP�HTQO�KVU�OGCP�CPF�YGKIJVGF�D[�VJG�KPXGTUG�QH�KVU�XCTKCPEG�CPF�
UWOOGF�CU�UJQYP�KP�'SWCVKQP���DGNQY�

'SWCVKQP�����$CNCMTKUJPCP�GV�CN��
������'/�(5+�#IITGICVKQP

'/�(5+���·�
�5VQEM�OCTMGV�TGVWTPU�
�5VQEM�OCTMGV�XQNCVKNKV[�
�5QXGTGKIP�FGDV�URTGCFU�
�
'/2+

(KIWTG�����$CNCMTKUJPCP�GV�CN��
�������'/�(5+�/QFGN

&GURKVG�VJG�KPETGCUGF�KPVGTGUV�KP�OGCUWTKPI�ƓPCPEKCN�UVCDKNKV[�QP�EQWPVT[�
NGXGN�VQ�CUUKUV�CPF�UWRRQTV�RQNKE[OCMGTU�CPF�TGIWNCVQTU��VJGTG�KU�UVKNN�
CP�QPIQKPI�ICR�KP�VJG�NKVGTCVWTG�HQT�FGXGNQRKPI�CPF�GOGTIKPI�EQWPVTKGU��
GURGEKCNN[�HQT�-WYCKV�VJCV�VJKU�TGUGCTEJ�CKOU�VQ�ƓNN�CU�DCUGF�QP�QWT�DGUV�
MPQYNGFIG�-WYCKV�JCU�PQV�FGXGNQR�UWEJ�CP�KPFGZ�WPVKN�PQY��6JWU��VJG�
RTKOCT[�HQEWU�QH�VJKU�TGUGCTEJ�KU�VQ�ƓNN�VJG�TGUGCTEJ�ICR�CPF�RTQRQUG�C�
ƓPCPEKCN�UVCDKNKV[�KPFGZ�HQT�-WYCKV�



%*#26'4�6*4''��&#6#��4'5'#4%*�&'5+)0��#0&�/'6*1&1.1);�

6JG�RTKOCT[�HQEWU�QH�VJKU�TGUGCTEJ�KU�VQ�CUUGUU�-WYCKV�ƓPCPEKCN�U[UVGO�
UVCDKNKV[�CPF�RTQRQUG�C�ƓPCPEKCN�UVCDKNKV[�KPFGZ�HQT�-WYCKV��#P�GORKTKECN�
VGUV�DCUGF�QP�$CNCMTKUJPCP�GV�CN��
������'OGTIKPI�/CTMGVU�(KPCPEKCN�
5VCDKNKV[�+PFGZ�
'/�(5+��JCU�DGGP�EQPFWEVGF�YKVJ�CFLWUVOGPVU�VQ�UWKV�
-WYCKV�GEQPQO[�UVTWEVWTG�CPF�VJG�FCVC�CXCKNCDKNKV[��'/�(5+�QTKIKPCN�
FGUKIP�EQPUKUVU�QH�VJTGG�OCTMGV�UGEVQTU�CPF�ƓXG�XCTKCDNGU�YJKEJ�YKNN�DG�
CFLWUVGF�VQ�KPENWFG�FGVCKNGF�DCPMUB�KPFKECVQTU�YJKEJ�JCXG�DGGP�GZVGPUKXGN[�
WUGF�D[�TGIWNCVQTU�CPF�RTQXGP�KVU�ECRCDKNKV[�CU�CP�GCTN[�YCTPKPI�KPFKECVQT�
UWEJ�CU�ECRKVCN�CFGSWCE[�TCVKQ��PQP�RGTHQTOKPI�NQCPU��CPF�ITQYVJ�QH�ETGFKV�
RQTVHQNKQ��+P�CFFKVKQP�VQ�VJG��TGCN�GUVCVG�OCTMGV�FQPCVGF�D[�VJG�RTKXGV�JQWUG�
VTCFG��ITQYVJ�QH�VJG�CXGTCIG�RTKEGU�CPF�KVU�RTQRQTVKQP�QH�DCPMU�ETGFKV�
RQTVHQNKQU�CU�KNNWUVTCVGF�KP�(KIWTG���

(KIWTG���-WYCKV�(KPCPEKCN�5VCDKNKV[�+PFGZ�
-(5+�

����&CVC�CPF�8CTKCDNGU�5GNGEVKQP

6JG�RQRWNCVKQP�KU�-WYCKV�ƓPCPEKCN�KPUVKVWVKQPU�YJKEJ�KPENWFG�NQECN�
CPF�KPVGTPCVKQPCN�DCPMU�QRGTCVG�KP�-WYCKV��ƓPCPEKCN�EQORCPKGU�UWEJ�
CU�KPXGUVOGPV��ƓPCPEKPI��KPUWTCPEG��CPF�GZEJCPIG�ƓTOU��9JKNG�VJG�
UCORNG�EQPUKUVGF�QH�VJG�NKUVGF�DCPMU�KP�-WYCKV�UVQEM�GZEJCPIG�YJKEJ�CTG�
TGIWNCVGF�CPF�UWRGTXKUGF�D[�6JG�%GPVTCN�$CPM�QH�-WYCKV�
%$-��CU�NKUVGF�
KP�6CDNG����#�UGEQPFCT[�FCVC�VJCV��EQXGTU�VGP�[GCTU�URCP�QP�SWCTVGTN[�DCUKU�
UVCTVKPI�HTQO�3�������VQ�3��������6JG�FCVC�JCU�DGGP�EQNNGEVGF�HTQO�DCPMUB�
KPVGTKO�ƓPCPEKCN�UVCVGOGPVU�VJCV�DGGP�TGRQTVGF�CPF�TGHGTGPEGF�KP�-WYCKV�



UVQEM�GZEJCPIG�
$QWTUC�-WYCKV��CPF�6JG�%GPVTCN�$CPMU�QH�-WYCKV�
%$-� 
SWCTVGTN[�UVCVKUVKECN�DWNNGVKP��/QTGQXGT��QVJGT�GEQPQOGVTKEU�FCVC�JCXG�DGGP�
EQNNGEVGF�HTQO�XCTKQWU�TGNKCDNG�UQWTEGU�UWEJ�CU�-WYCKV�%GPVTCN�5VCVKUVKECN�
Bureau 
%5$���+PVGTPCVKQPCN�/QPGVCT[�(WPF�
+/(� and The World Bank 
FCVCDCUG�

6CDNG���.KUV�QH�-WYCKVK�.KUVGF�$CPMU

No. Ticker Bank Name Establishment Date Bank Type

1 NBK National Bank 19.05.1952 Conventional

2 CBK Commercial Banks of Kuwait 19.06.1960 Conventional

3 Gulf Gulf Bank 29.10.1960 Conventional

4 ABK Ahli Bank of Kuwait 23.05.1967 Conventional

5 AUB Ahli United Bank 24.02.1971 Islamic

6 KIB Kuwait International Bank 13.05.1973 Islamic

7 Burgan Burgan Bank 27.12.1975 Conventional

8 KFH Kuwait Finance House 23.03.1977 Islamic

9 Boubyan Boubyan Bank 13.03.2004 Islamic

10 Warba Warba Bank 17.02.2010 Islamic

+P�VJKU�TGUGCTEJ�VYGPV[�KPFGRGPFGPV�XCTKCDNGU�JCXG�DGGP�WVKNK\GF�DCUGF�
QP�$CNCMTKUJPCP�GV�CN��
������OGVJQFQNQI[�CPF�VJG�OQUV�EQOOQP�WUGF�
KPFKECVQTU�D[�NKVGTCVWTGU�YKVJ�CFLWUVOGPVU�VQ�UWKV�-WYCKV�GEQPQO[�
UVTWEVWTG��6JG�KPFKECVQTU�EQXGT�DCPMKPI�UGEVQT��ECRKVCN�OCTMGV��TGCN�GUVCVG�
OCTMGV�CPF�GEQPQOKE�KPFKECVQTU�YJKEJ�JKIJN[�EQPVTKDWVG�VQ�-WYCKV�
GEQPQO[�CPF�YKNN�DG�WUGF�CU�C�UWD�KPFGZ�VQ�KPFKECVG�VJG�EQPVTKDWVKQP�QH�
GCEJ�UGEVQT��/QTGQXGT��VJQUG�UGEVQTU�PQTOCNN[�IGPGTCVG�FCKN[�FCVC�DCUGF�QP�
TGCN�VTCPUCEVKQP�VJCV�EQWNF�DG�JGNRHWN�VQ�ECRVWTG�VJG�VTGPF�CPF�OQXGOGPV�
QH�VJG�TGCN�GEQPQO[�TCVJGT�VJCP�NCIIGF�CIITGICVG�KPFKECVQTU�UWEJ�CU�
)&2���6CDNG���UWOOCTK\G�VJG�XCTKCDNGU��UWD�KPFGZGU��CPF�VJG�UKIP�QH�GCEJ�
XCTKCDNG�VQ�WPFGTUVCPF�VJG�CHHGEV�CPF�VJGQTGVKECN�TGNCVKQPUJKR�YKVJ�VJG�
ƓPCPEKCN�U[UVGO�UVCDKNKV[�



6CDNG���-WYCKV�(KPCPEKCN�5VCDKNKV[�+PFGZ�8CTKCDNGU

Index Code Indicator Name Source Sign

B
SI

X1 CAR Capital Adequacy Ratio CBK FSI )+(
X2 %NPLs Non-Performing Loans Ratio CBK FSI )-(
X3 %Net NPLs Non-Performing Loans net of provisions to Capital Ratio CBK FSI )-(
X4 BGIG Gross Income Growth Calculated )+(
X5 IMR Interest Margin to Gross Income CBK FSI )+(
X6 ROA Return on Assets CBK FSI )+(
X7 ROE Return on Equity CBK FSI )+(
X8 CTA Capital to Assets Ratio CBK FSI )-(
X9 CTD Total Credit to Total Deposit CBK )-(
X10 LAR Liquid Assets Ratio CBK )+(
X11 GLG Gross Loans Growth Ratio CBK )+(
X12 NFETC Net foreign-Exposure to Total Capital CBK )-(

C
M

SI X13 Mkt.Return Capital Market Quarterly Returns CBK )+(

X14 Mkt.Cap Market Capitalization Growth CBK )+(

R
E

SI

X15 RETG Real Estate Trading Growth NBK )+(
X16 REPG %Real Estate Prices Growth NBK )+(
X17 RELG %Real Estate Loans Growth Calculated )+(
X18 RELTL Real Estate Loans to Total Loans Calculated )+(

E
SI X19 IRS Interest rate, spread CBK )-(

X20 EMPI Exchange market pressure index Calculated )-(

:��� %CRKVCN�#FGSWCE[�4CVKQ�
%#4���

%CRKVCN�#FGSWCE[�4CVKQ�QT�4GIWNCVQT[�%CRKVCN�VQ�4KUM�9GKIJVGF�#UUGVU�

%#4��EQPUKFGTGF�VQ�DG�QPG�QH�VJG�OCKP�ƓPCPEKCN�TGIWNCVQTUũ�OGCUWTGOGPV�
VQQN�QH�DCPMU�ECRCDKNKV[�VQ�CDUQTD�ƓPCPEKCN�UJQEM�CETQUU�VJG�INQDG��+V�
YCU�KPVTQFWEGF�D[�$CUGN�%QOOKVVGG�QP�$CPMKPI�5WRGTXKUKQP�
$%$5��VQ�
OGCUWTG�DCPMU�TKUM�CRRGVKVG�CPF�HWVWTG�GZRGEVCVKQP�QH�VJG�OCTMGV�CPF�
DGEQOG�QPG�QH�+/(�(5+U�EQTG�UGV��#EEQTFKPI�VQ�9QPI�GV�CN��
������CPF�
$CDKJWIC�
�������VJGTG�KU�CP�KPXGTUG�TGNCVKQPUJKR�DGVYGGP�%#4�CPF�TGCN�
)&2�ITQYVJ�TCVG�FWG�VQ�DCPMU�KPVGPVKQP�VQ�OCKPVCKP�CFGSWCVG�ECRKVCN�
CU�C�DWHHGT�VQ�CDUQTD�CP[�ƓPCPEKCN�UJQEM�FWTKPI�OCTMGV�FQYPVWTP�CPF�
NGUU�COQWPV�QH�ECRKVCN�FWTKPI�VJG�OCTMGV�WRVWTP�VQ�DQQUV�KVU�RTQƓVCDKNKV[�

$CDKJWIC���������#NUQ��KV�YCU�HQWPF�VJCV�%#4�KU�PGICVKXGN[�EQTTGNCVGF�VQ�
+PƔCVKQP�TCVG�CU�KV�KU�FGETGCUGF�FWTKPI�JKIJ�NGXGN�QH�KPƔCVKQP��/QTGQXGT��
%#4�EQWNF�DG�UKIPKƓECPV�VQ�UOCNN�ECRKVCN�DCPM�OQTG�VJCP�NCTIG�ECRKVCN�
DCPM�CPF�KV�KU�QPG�[GCT�NCIIGF�CU�VJG�EJCPIG�KP�DCPM�ECRKVCN�PGGF�VKOG�
VQ�DG�CFLWUVGF�
4QUEQG���������#EEQTFKPI�VQ�$CUGN�+++�%#4�OKPKOWO�
TGSWKTGOGPV�INQDCNN[�KU�����*QYGXGT��HTQO�RTGECWVKQPCT[�RGTURGEVKXG�6JG�
%GPVTCN�$CPM�QH�-WYCKV�UGV�VJG�OKPKOWO�%#4�QH�����HQT�CNN�-WYCKVK�DCPM�
VQ�GPUWTG�KV�CDKNKV[�VQ�CDUQTD�CP[�HWVWTG�ƓPCPEKCN�UJQEM�
6JG�%GPVTCN�$CPM�
QH�-WYCKV��������
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X01-CAR

(KIWTG���UJQYU�-WYCKVK�DCPMUB�%#4��QXGT�VJG�NCUV�VGP�[GCTU��%#4��
TGCEJGF�KVU�OKPKOWO�CV��������KP�3��ť������YJGP�VJG�IQXGTPOGPV�QH�
-WYCKV�RTQLGEVGF�KVU�ƓTUV�DWFIGV�FGƓEKV�CHVGT����[GCTU�FWG�VQ�VJG�VQ�VJG�
UNWOR�QH�QKN�RTKEGU�
$CDCT�GV�CN����������1DXKQWUN[��6JG�%GPVTCN�$CPM�QH�
-WYCKV�CKOGF�VQ�KPETGCUG�%#4�FWTKPI�VJG�WRVWTP�RGTKQFU�VQ�TGUGTXG�
CFGSWCVG�NGXGN�QH�ECRKVCN�VJCV�ECP�UWRRQTV�DCPM�FWTKPI�VJG�FQYPVWTPU�

:��� 0QP�RGTHQTOKPI�.QCPU�4CVKQ�
02.����

#EEQTFKPI�VQ�+/(BU�ƓPCPEKCN�UQWPFPGUU�KPFKECVQTU�EQORKNCVKQP�IWKFG�

�������02.�KU�QPG�QH�VJG�EQTG�UGVU�VJCV�KPVGPF�VQ�KFGPVKH[�RTQDNGOU�YKVJ�
DCPMUB�#UUGV�3WCNKV[�CPF�RTQXKFG�KPUKIJVU�QH�U[UVGOKE�ETGFKV�TKUM��
/QTGQXGT��KV�EQWNF�DGPEJOCTM�VJG�ƓPCPEKCN�U[UVGOU�FWTKPI�FKHHGTGPV�
DWUKPGUU�E[ENG�UVCIGU�QXGTVKOG��#NVJQWIJ��02.�KU�C�NCIIKPI�KPFKECVQT��KV�
JCU�UVTQPI�PGICVKXG�TGNCVKQPUJKR�YKVJ�)&2�YJKEJ�EQWNF�DG�JGNRHWN�VQQN�VQ�
RTGFKEV�)&2�FKTGEVKQP�(WTVJGTOQTG��CEEQTFKPI�VQ�)GTNCEJ�GV�CN��
������CPF�
$CDKJWIC�
������02.�JCU�PGICVKXG�TGNCVKQPUJKR�YKVJ�KPƔCVKQP�TCVG�FWG�VQ�
VJG�KPETGCUG�KP�DQTTQYGTũU�CDKNKV[�VQ�OGGV�VJG�FGDV�QDNKICVKQP��1P�QVJGT�
JCPF��JKIJGT�02.�GHHGEV�$CPMUB�RTQƓVCDKNKV[�CPF�ITQYVJ�TCVG�
+PVGTPCVKQPCN�
/QPGVCT[�(WPF���������/QTGQXGT��02.��YKFGN[�EQPUKFGTGF�QPG�QH�OCKP�
ƓPCPEKCN�KPUVCDKNKV[�KPFKECVQT�CEEQTFKPI�VQ�/CPQNGUEW�CPF�/CPQNGUEW�

������CPF�-CTCPQXKE�CPF�-CTCPQXKE�
�������
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X02-NPLs%

&WTKPI�VJG�NCUV�[GCTU��6JG�%GPVTCN�$CPM�QH�-WYCKV�JCU�CFQRVGF�UVTKEV�
RTGECWVKQPCT[�RQNKE[�VQ�FGETGCUG�02.�TCVKQ�HTQO�������KP�3�������VQ������
KP�3�������YJKEJ�KPFKECVG�-WYCKVK�DCPMUũ�CDKNKV[�VQ�CDUQTD�CP[�WREQOKPI�
ƓPCPEKCN�UJQEM��(KIWTG���UJQYU�JQY�6JG�%GPVTCN�$CPM�QH�-WYCKV�
%$-��
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VJKU�OCTMGV�CU�YGNN�CU�KVU�EQPVTKDWVKQP�KP�DCPMU�RTQXKUKQP�CPF�KPFKXKFWCN�
YGCNVJ��VJG�FGETGCUG�QH�VJG�CXGTCIG�RTKEGU�YKNN�FGETGCUG�ƓPCPEKCN�UVCDKNKV[�
CU�KV�ECP�VTKIIGT�ƓPCPEKCN�UJQEM�VJCV�ECP�FGVGTTKPI�DCPMU�EQNNCVGTCN�
XCNWG�CPF�KPETGCUG�PQP�RGTHQTOKPI�NQCPU��#U�UJQYP�KP�(KIWTG����VJG�
NQYGUV�TGEQTFGF�XCNWG�YCU�QP�����3��KP�VJG�EQPVTCT[�QH�VJG�-WYCKV�UVQEM�
GZEJCPIG�OCTMGV�TGVWTP�YJKEJ�OKIJV�KPFKECVG�QH�KPXGTUG�TGNCVKQPUJKR�



(KIWTG����:���4'2)
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X16-REPG

:���� 4GCN�'UVCVG�.QCPU�VQ�6QVCN�.QCPU�
4'.6.���

4GUKFGPVKCN�TGCN�GUVCVG�NQCPU�CTG�VJQUG�NQCPU�VJCV�CTG�EQNNCVGTCNK\GF�D[�
TGUKFGPVKCN�TGCN�GUVCVG�
/WUNGJ���#NK���������6JG�RTQRQTVKQP�QH�TGUKFGPVKCN�
TGCN�GUVCVG�NQCPU�YKNN�DG�WUGF�CU�RTQZ[�VQ�OGCUWTG�VJG�EQPEGPVTCVKQP�
TKUM�QH�TGCN�GUVCVG�NQCPU�VQ�VJG�VQVCN�ETGFKV�RQTVHQNKQ��6JG�ITQYVJ�QH�VJG�
TCVKQ�OGCUWTG�EWUVQOGT�EQPƓFGPEG�CPF�YKNNKPIPGUU�VQ�URGPF�QP�RTKXCVG�
JQWUKPI�RWTEJCUKPI�CPF�FGXGNQROGPV��4GUKFGPVKCN�TGCN�GUVCVG�RTKEG�DWDDNG�
WUGF�VQ�DG�QPG�QH�VJG�OCKP�VJTGCVU�QP�VJG�ƓPCPEKCN�U[UVGO�CU�KV�CHHGEVU�
DCPMU�EQNNCVGTCN�CPF�ETGFKV�RQTVHQNKQ�
$CDCT�GV�CN����������#EEQTFKPIN[��
PGV�JQWUGJQNF�CUUGVU�CPF�FKURQUCDNG�KPEQOG�ECP�OGCUWTG�JQWUGJQNFUũ�
CDKNKV[�VQ�YGCVJGT�
WPGZRGEVGF��GEQPQOKE�FQYPVWTPU��#U�GZRNCKPGF�D[�
(KIWTG����TGUKFGPVKCN�TGCN�GUVCVG�NQCPU�EQORTKUG�����KP�CXGTCIG�QH�VJG�VQVCN�
EQOOGTEKCN�DCPM�NQCP�RQTVHQNKQU�FWTKPI�VJG�NCUV����[GCTU�YJKNG�OQUV�QH�
KV�JCXG����[GCTU�FWTCVKQP�CPF�UGEWTGF�D[�VJG�KPFKXKFWCN�EKVK\GPU�OQPVJN[�
UCNCT[�
%GPVTCN�$CPM�QH�-WYCKV��������

(KIWTG����:����4'.6.
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X18-RELTL



:���� 4GCN�'UVCVG�.QCPU�)TQYVJ�4CVG�
4'.)���

6JG�ITQYVJ�QH�TGUKFGPVKCN�TGCN�GUVCVG�NQCPU�RQTVHQNKQ�KU�CNUQ�C�OGCUWTGOGPV�
QH�DCPMU�CPF�JQWUGJQNF�EQPƓFGPEG��6JG�KPETGCUG�KP�VJG�TCVKQ�KPFKECVGU�VJG�
RQUKVKXG�QWVNQQM�QH�VJG�OCTMGV�CU�DCPMU�EQPUKFGTGF�VQ�OCKPVCKP�KVU�NQCPU�
RQTVHQNKQ�OKZ�CPF�UVTWEVWTG�VQ�UWRRQTV�KVU�RQVGPVKCN�NQPI�VGTO�ITQYVJ�CU�
VJKU�V[RG�QH�NQCP�EQWNF�TGCEJ����[GCTU�VGPQT��(KIWTG����UJQYGF�VJG�ITQYVJ�
QH�TGUKFGPVKCN�TGCN�GUVCVG�NQCPU�FWTKPI�VJG�NCUV����[GCTU�YJKEJ�EQPUKFGTGF�VQ�
DG�UVCDNG�CHVGT�����3��
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X17-RELG

:���� +PVGTGUV�TCVG�URTGCF�
+45���

+PVGTGUV�TCVG�KU�QPG�QH�VJG�KORQTVCPV�OQPGVCT[�VQQNU�VJCV�WUGF�D[�EGPVTCN�
DCPM�QH�-WYCKV�VQ�KPƔWGPEG�CPF�EQPVTQN�OQPG[�UWRRN[��+PVGTGUV�TCVG�URTGCF�
KU�VJG�FKHHGTGPEG�QH�VJG�KPVGTGUV�TCVG�EJCTIGF�D[�DCPMU�QP�NQCPU�VQ�RTKXCVG�
UGEVQT�EWUVQOGTU�CPF�VJG�KPVGTGUV�TCVG�RCKF�D[�EQOOGTEKCN�QT�UKOKNCT�
DCPMU�HQT�FGOCPF��VKOG��QT�UCXKPIU�FGRQUKVU�
+PVGTPCVKQPCN�/QPGVCT[�(WPF��
�������+PVGTGUV�TCVG�UJQEMU�OC[�KORCEV�VJG�CDKNKV[�QH�DQTTQYGTU�VQ�UGTXKEG�
VJGKT�FGDV��CU�YGNN�CU�VJGKT�EQNNCVGTCNU�
+UJTCMKGJ�GV�CN����������&WTKPI�VQ�VJG�
JKIJ�ITQYVJ�RGTKQF��KPVGTGUV�URTGCF�KU�YKFGT�YJKEJ�KPETGCUG�DCPMU�KPVGTGUV�
TGXGPWG�CU�YGNN�CU�KVU�CUUQEKCVGF�TKUM�CU�UJQYP�D[�(KIWTG����
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X19-IRS

:���� 'ZEJCPIG�OCTMGV�RTGUUWTG�KPFGZ�
'/2+���

/QPKVQTKPI�EWTTGPE[�GZEJCPIG�TCVG�KU�CP�GUUGPVKCN�EQORQPGPV�QH�CP[�
ƓPCPEKCN�UVCDKNKV[�KPFGZ�CU�KVU�JKIJ�XQNCVKNKV[�FGETGCUG�VJG�EQPƓFGPEG�KP�
VJG�ƓPCPEKCN�U[UVGO�CU�YGNN�CU�VJG�GEQPQO[�
%GPVTCN�$CPM�QH�-WYCKV��
�������)KXGP�VJCV�����QH�-WYCKV�TGXGPWG�KU�HTQO�ETWFG�QKN�GZRQTVKPI�KP�
75&�CPF�VJG�CXGTCIG�HQTGKIP�VTCFG�GZEGGFU�����VTKNNKQP��6JGTGHQTG��JCXKPI�
UVCDNG�CPF�NQY�EWTTGPE[�XQNCVKNKV[�KPETGCUG�VJG�ƓPCPEKCN�UVCDKNKV[�
CU�EKVGF�
KP�+UJTCMKGJ�GV�CN����������6JG�'ZEJCPIG�/CTMGV�2TGUUWTG�+PFGZ�
'/2+��
YCU�KPVTQFWEGF�D[�)KTVQP�CPF�4QRGT�
������CPF�UKPEG�VJGP�DGEQOG�CP�
KORQTVCPV�GCTN[�YCTPKPI�KPFKECVQT�HQT�EWTTGPE[�ETKUGU
+UJTCMKGJ�GV�CN���
�������+V�JCU�DGGP�FGRNQ[GF�CPF�GPJCPEGF�D[�OCP[�TGUGCTEJGTU�CPF�
RTCEVKVKQPGTU�UWEJ�CU�'KEJGPITGGP�GV�CN��
�������������-COKPUM[�GV�CN��
�������
$GTI�CPF�2CVVKNNQ�
�������%GTTC�CPF�5CZGPC�
�������'FKUQP�
�������-COKP�GV�
CN��
�������CPF�/QQTG�CPF�9CPI�
������
+UJTCMKGJ�GV�CN����������

#EEQTFKPI�VQ�$CNCMTKUJPCP�GV�CN��
�������VJG�KPETGCUG�QH�'/2+�KPFKECVGU�
JKIJ�GZEJCPIG�TCVG�RTGUUWTG�YJKEJ�KPETGCUGU�ƓPCPEKCN�KPUVCDKNKV[�CPF�XKEG�
XGTUC��#NUQ��$CNCMTKUJPCP�JKIJNKIJVGF�JQY�'/2+�EQWNF�ECRVWTGU�EWTTGPE[�
FGRTGEKCVKQP�CPF�FGENKPGU�KP�KPVGTPCVKQPCN�TGUGTXGU�CU�

'SWCVKQP���'ZEJCPIG�OCTMGV�RTGUUWTG�KPFGZ�
'/2+�

9JGTGCU�K��EQWPVT[��V��VKOG��­��EJCPIG�KP�RGTEGPVCIG��̚�OGCP��Ä��UVCPFCTF�
FGXKCVKQP�G�GZEJCPIG�TCVG��4'5��KPVGTPCVKQPCN�TGUGTXGU�
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X20-EMPI

����4GUGCTEJ�#RRTQCEJ

+P�VJKU�TGUGCTEJ��VJG�RTQRQUGF�KPFGZ�YKNN�DG�FGUKIPGF�CPF�CFLWUVGF�VQ�
ECRVWTG�VJG�PCVKQPCN�DWUKPGUU�CEVKXKV[�D[�OGCPU�)TQUU�FQOGUVKE�RTQFWEVU�

)&2��ITQYVJ��#EEQTFKPI�VQ�+/(�
�������6JG�4GCN�)TQUU�&QOGUVKE�2TQFWEV�

)&2��KU�CP�CIITGICVG�KPFKECVQT�
KPƔCVKQP�CFLWUVGF��VJCV�TGRTGUGPV�VJG�VQVCN�
OQPGVCT[�XCNWG�QH�ƓPCN�IQQFU�CPF�UGTXKEGU�RTQFWEGF�YKVJKP�C�EQWPVT[�
FWTKPI�URGEKƓE�RGTKQF��#NVJQWIJ�KV�KU�VJG�OQUV�WUGF�OGCUWTG�QH�EQWPVT[ũU�
GEQPQOKE�XCNWG��KV�KU�UKZ�OQPVJU�NCIIGF�KPFKECVQT�YJKEJ�RTQXKFGU�JKUVQTKECN�
KPHQTOCVKQP�VJCV�EQWNF�DG�KTTGNGXCPEG�YKVJ�C�NKOKVGF�UWRRQTV�VQ�VJG�
FGEKUKQPOCMGT��/QUV�QH�VJG�NKVGTCVWTGU�WUGF�)&2�CU�C�FGRGPFGPV�XCTKCDNG�
VQ�VGUV�VJG�RTQRQUGF�ƓPCPEKCN�UVCDKNKV[�KPFGZ��9JKNG�OCP[�TGUGCTEJGTU�
EQPUKFGTGF�KV�CU�C�UKIPKƓECPV�XCTKCDNG�VQ�EQPUVTWEV�VJG�EQORQUKVG�KPFGZ��
#EEQTFKPI�VQ�5YKUVQP�
������CPF�/CPQNGUEW�
�������TGCN�)&2�EQWNF�DG�
JKIJN[�EQTTGNCVGF�YKVJ�VJG�RTQRQUGF�ƓPCPEKCN�UVCDKNKV[�KPFGZ�YKVJ�VJG�
RTGXKQWU�SWCTVGT��6JWU��4GCN�)&2�YKNN�DG�WVKNK\GF�VQ�EQPFWEV�C�TQDWUVPGUU�
VGUV�CHVGT�EQPUVTWEVKPI�VJG�KPFKEGU�

6Q�DGIKP�YKVJ�EQPUVTWEVKPI�VJG�KPFGZ��KV�KU�GUUGPVKCN�VQ�UVCPFCTFK\G�VJG�
FCVC�D[�WUKPI�VJG�<�5EQTG�
'SWCVKQP����CU�VJG�XCTKCDNGU�JCXG�FKHHGTGPV�
OGCUWTGOGPV�WPKVU��9JGTGCU�<��UVCPFCTFK\GF�XCNWG��:��8CNWG��t��#XGTCIG�
XCNWG�QH�:�UGTKGU�CPF�Ä��UVCPFCTF�FGXKCVKQP�QH�:�UGTKGU�

'SWCVKQP���<�5EQTG

(QNNQYGF�D[�CUUKIPKPI�VJG�YGKIJVU�HQT�GCEJ�XCTKCDNG�D[�WUKPI�VJTGG�
OGVJQFQNQI[�VJCV�JCXG�DGGP�EQOOQPN[�WUGF�D[�VJG�NKVGTCVWTG�VQ�GZRNQTG�
VJG�DGUV�OGVJQF�CPF�HQT�XGTKƓECVKQP�RWTRQUG��5VCTVKPI�YKVJ�XCTKCPEG�GSWCN�



YGKIJVU�
8'9���YJKEJ�KU�VJG�OQUV�WUGF�CPF�UKORNG�CRRTQCEJ��6JG�UGEQPF�
CRRTQCEJ�YKNN�DG�VJG�J[DTKF�OGVJQFU�YJKEJ�DCUKECNN[�YKNN�WUG�QPN[�VJG�ƓTUV�
CRRTQCEJ�UKIPKƓECPV�XCTKCDNGU��(KPCNN[��VJG�RTKPEKRCN�EQORQPGPV�CPCN[UKU�

2%#��YJGTG�VJG�XCTKCDNGU�YKNN�DG�TGFWEGF�CPF�QPN[�VJG�JKIJ�NQCFKPI�HCEVQT�
YKNN�DG�WUGF�VQ�UJCTRGP�VJG�KPFGZ�RGTHQTOCPEG�

(KTUV�#RRTQCEJ��8CTKCPEG�'SWCN�9GKIJVU 
-(5+VEW���*GPEG��VJG�UGNGEVGF�
XCTKCDNGU�CTG�PQTOCNK\GF�CP�CIITGICVGF�KPVQ�HQWT�UWD�KPFGZGU��$CPMU�
5VCDKNKV[�+PFGZ�
$5+���%CRKVCN�/CTMGV�5VCDKNKV[�+PFGZ�
/5+���4GCN�'UVCVG�
5VCDKNKV[�+PFGZ�
4'5+���CPF�'EQPQO[�5VCDKNKV[�+PFGZ�
'5+��D[�WUKPI�C�
8CTKCPEG�'SWCN�9GKIJVU�/GVJQF�
8'9��VQ�EQPUVTWEV�-WYCKV�(KPCPEKCN�
5VCDKNKV[�+PFGZ�WPFGT�VJG�ƓTUV�CRRTQCEJ�CU�RGT�'SWCVKQP���DGNQY�

'SWCVKQP���-WYCKV�(KPCPEKCN�5VCDKNKV[�+PFGZ�KFSIVEW

5GEQPF�#RRTQCEJ��*[DTKF�/GVJQF�
-(5+*/���7PFGT�VJG�UGEQPF�CRRTQCEJ��
C�OWNVKRNG�NKPGCT�TGITGUUKQP�
/.4��CRRTQCEJ�NKOKVGF�VQ�VJG�UKIPKƓECPV�
XCTKCDNGU�YKNN�DG�FGRNQ[GF�VQ�FGXGNQR�VJG�KPFGZ��$[�OGCPU��QPN[�XCTKCDNGU�
VJCV�JCXG�ITGCV�EQPVTKDWVKQP�VQ�-(5+8'9�YKNN�DG�WVKNK\GF��6JG�XCTKCDNGU�
UJQWNF�JCXG�CP�GSWCN�YGKIJV�CPF�CIITGICVGF�VQ�HQTO�VJG�KPFGZ�DCUGF�QP�
'SWCVKQP���

'SWCVKQP���-WYCKV�(KPCPEKCN�5VCDKNKV[�+PFGZ�-(5+*/

6JKTF�#RRTQCEJ��2TKPEKRCN�%QORQPGPV�#PCN[UKU�
-(5+PCA�� The main 
RWTRQUG�QH�VJKU�CRRTQCEJ�KU�VQ�TGFWEG�VJG�PWODGT�QH�XCTKCDNGU�D[�
KFGPVKH[KPI�VJG�EQOOQP�FKTGEVKQP�CPF�EQTTGNCVKQP��2TKPEKRCN�%QORQPGPV�
#PCN[UKU�CRRTQCEJ�YKNN�DG�GZRNQKVGF�VQ�TGFWEG�VJG�UGNGEVGF�XCTKCDNGU�CPF�VQ�
EQPUVTWEV�-(5+2%#�D[�WVKNK\KPI�VJG�EQORQPGPV�YKVJ�JKIJ�NQCFKPI�HCEVQT�VQ�
EQPUVTWEV�VJG�RTQRQUGF�KPFGZ�CEEQTFKPI�VQ�VJG�DGNQY�GSWCVKQP�

'SWCVKQP���-WYCKV�(KPCPEKCN�5VCDKNKV[�+PFGZ�-(5+2%#



4QDWUVPGUU�EJGEMU�

6Q�OGCUWTG�VJG�SWCNKV[�OQFGNU�XKUWCN�CPF�UVCVKUVKECN�CPCN[UKU�UJCNN�DG�
EQPFWEVGF��OCKPN[�2GCTUQP�EQTTGNCVKQP�EQGHƓEKGPVU�YKNN�DG�WVKNK\GF�VQ�
GZRNQTGF�CPF�EQORCTG�VJG�TGUWNV�QH�VJG�VJTGG�CRRTQCEJ�CNQPIUKFG�YKVJ�
-WYCKV�UVCPFCTFK\GF�TGCN�)&2�ITQYVJ�

����&CVC�#PCN[UKU�/GVJQF

6JG�UGNGEVGF�XCTKCDNGU�YKNN�DG�UVCVKUVKECNN[�CPCN[\GF�WUKPI�VJG�5VCVKUVKECN�
2CEMCIG�HQT�5QEKCN�5EKGPEG�
5255��XGTUKQP�����'8KGYU����5VWFGPV�8GTUKQP�
.KVG�CPF�/KETQUQHV�'ZEGN������&CVC�FGUETKRVKXG�CPCN[UGU�YKNN�DG�RTQXKFGF�VQ�
JCXG�DGVVGT�WPFGTUVCPFKPI�QH�VJG�UGNGEVGF�KPFKECVQTU��%QTTGNCVKQP�VGUV�YKNN�
DG�RGTHQTOGF�VQ�KFGPVKH[�CPF�WPFGTUVCPF�XCTKCDNGU�ECWUCN�TGNCVKQPUJKR��
(QNNQYGF�D[�RTQRQUKPI�-WYCKV�ƓPCPEKCN�UVCDKNKV[�TGRQTV�WPFGT�VJG�VJTGG�
OGVJQFQNQI[�WUKPI�8CTKCPEG�'SWCN�9GKIJVU�
8'9���*[DTKF�/GVJQF�

*/��CPF�2TKPEKRCN�%QORQPGPV�#PCN[UKU�
2%#���(KPCNN[��VJG�ƓPCN�UGEVKQP�
FKUEWUUGU�VJG�ƓPFKPIU�YKVJ�VJG�NKVGTCVWTG�

����#UUWORVKQPU

6JG�TGUGCTEJ�CUUWOGU�VJCV�ƓPCPEKCN�UGEVQT�JCU�UKIPKƓECPV�KORCEV�
QP�-WYCKV�GEQPQO[�ITQYVJ�CU�YGNN�CU�RTQXKFKPI�KPUKIJVU�CDQWV�TGCN�
GEQPQO[BU�RGTHQTOCPEG��#NUQ��VJG�TGUGCTEJ�CUUWOGU�VJCV�FCVC�KU�TGNKCDNG�
CPF�YCU�RTGRCTGF�CPF�EQPFWEVGF�CEEQTFKPI�VQ�VJG�KPVGTPCVKQPCN�UVCPFCTFU�

����.KOKVCVKQPU�

ű� 6JG�TGUGCTEJ�KU�NKOKVGF�VQ�-WYCKV�GEQPQO[�CPF�URGEKƓECNN[�ƓPCPEKCN�
UGEVQT�

ű� 6JGTG�OKIJV�DG�QVJGT�HCEVQTU�VJCV�EQWNF�KPƔWGPEG�-WYCKV�GEQPQO[��DWV�
VJKU�TGUGCTEJ�YKNN�HQEWU�QP�ƓPCPEKCN�UGEVQT��ECRKVCN�OCTMGV��CPF�TGCN�
GUVCVG�OCTMGV�

ű� 6JKU�TGUGCTEJ�FKF�PQV�EQXGT�IGQRQNKVKECN�TKUM�QT�GXGPV�TKUM�UWEJ�CU�
%QXKF����CPF�NQEMFQYP�YJKEJ�EQWNF�JCXG�UGXGTG�KORCEV�QP�-WYCKV�
GEQPQO[�

ű� &WG�VQ�NCEMU�CXCKNCDNG�SWCTVGTN[�FCVC�CPF�NQPIVKOG�UGTKGU��VJKU�TGUGCTEJ�
KU�NKOKVGF�VQ�VJG�UGNGEVGF�XCTKCDNGU�VJG�TGUWNVU�OKIJV�DG�FKHHGT�YKVJ�
FKHHGTGPV�UGV�QH�XCTKCDNGU�

ű� 6JKU�TGUGCTEJ�KU�NKOKVGF�QH�VJG�ƓPCPEKCN�OCTMGV�EQPVCIKQP�HCEVQTU�



ŜCHAPTER FOUR: DATA ANALYSIS, FINDINGS AND DISCUSSION

6JG�RTKOCT[�HQEWU�QH�VJKU�TGUGCTEJ�KU�VQ�CUUGUU�-WYCKV�ƓPCPEKCN�U[UVGO�
UVCDKNKV[�CPF�RTQRQUG�C�ƓPCPEKCN�UVCDKNKV[�KPFGZ�HQT�-WYCKV�DCUGF�QP�VJG�
GEQPQO[�UVTWEVWTG��FCVC�CXCKNCDKNKV[�CPF�TGNKCDKNKV[��+P�VJKU�EJCRVGT�VJG�
UGNGEVGF�XCTKCDNGU�YKNN�DG�UVCVKUVKECNN[�CPCN[\GF�WUKPI�VJG�5VCVKUVKECN�
2CEMCIG�HQT�5QEKCN�5EKGPEG�
5255��XGTUKQP�����'8KGYU����5VWFGPV�8GTUKQP�
.KVG�CPF�/KETQUQHV�'ZEGN������&CVC�FGUETKRVKXG�CPCN[UGU�YKNN�DG�RTQXKFGF�VQ�
JCXG�DGVVGT�WPFGTUVCPFKPI�QH�VJG�UGNGEVGF�KPFKECVQTU��6JG�EQTTGNCVKQP�VGUV�
YKNN�DG�RGTHQTOGF�VQ�KFGPVKH[�XCTKCDNGU�TGNCVKQPUJKR�CPF�VJGKT�FKTGEVKQP��
(QNNQYGF�D[�EQPUVTWEVKPI�VJG�RTQRQUGF�ƓPCPEKCN�UVCDKNKV[�D[�WUKPI�VJTGG�
OQFGNU�CU�HQNNQYKPIU��8CTKCPEG�'SWCN�9GKIJVU�
8'9���*[DTKF�/GVJQF�

*/��CPF�2TKPEKRCN�%QORQPGPV�#PCN[UKU�
2%#���(KPCNN[��VJG�ƓPCN�UGEVKQP�
FKUEWUUGU�VJG�ƓPFKPIU�EQPUKFGTKPI�VJG�NKVGTCVWTG�

����&GUETKRVKXG�#PCN[UKU

&CVC�FGUETKRVKXG�CPCN[UGU�YCU�EQPFWEVGF�VQ�QXGTXKGY�VJG�FCVC�UJCRG�CPF�
DGJCXKQT��VJG�VQVCN�QDUGTXCVKQP�EQXGTGF����SWCTVGTU�HTQO�����3��VQ�����3��
CU�UJQYP�KP�6CDNG���DGNQY�

6CDNG���&GUETKRVKXG�5VCVKUVKE

Variables N Minimum Maximum Mean Std. Deviation
X1-CAR 41 16.4942 18.8827 17.9779 0.6787
X2-NPLs 41 1.4600 11.9500 4.3212 2.8775
X3-NetNPLs 41 4.8700 41.0800 15.5644 10.4920
X4-BGIG 41 -     22.7000 41.0811 2.7173 10.8897
X5-IMR 41 35.7059 61.3998 48.3496 4.0499
X6-ROA 41 0.4943 1.5602 1.2471 0.2086
X7-ROE 41 4.0091 12.7035 9.9275 1.7663
X8-CTA 41 10.8045 13.3175 12.0673 0.6132
X9-CTD 41 97.3939 115.3071 105.9519 4.2566
X10-LAR 41 22.7752 32.7070 28.9000 2.3709
X11-GLG 41 -       2.5404 4.8298 1.4781 1.4742
X12-NFETC 41 60.9706 114.1510 89.5033 14.1321
X13-Mkt.Return 41 -     26.2761 22.2908 -    0.4627 9.3300
X14-Mkt.Cap 41 -     23.4848 14.4451 0.0748 7.5007
X15-RETG 41 -     41.5882 57.9405 2.1556 24.3599
X16-REPG 41 -     38.1278 32.9609 2.1716 14.0915
X17-RELG 41 -     31.3031 112.9607 5.0876 20.1411
X18-RELTL 41 14.4387 44.3507 33.1282 10.7796
X19-IRS 41 2.7680 3.5720 3.0090 0.1982
X20-EMPI 41 -  453.8980 282.1152 - 146.3696



6CDNG���RTQXKFGU�XCTKCDNGU�FGUETKRVKXG�CPCN[UKU�CPF�RCVVGTPU��6YGPV[�
XCTKCDNGU�YKVJ����QDUGTXCVKQPU�JCXG�DGGP�WUGF�YKVJQWV�QDXKQWU�QWVNKGTU�
CPF�VGPFGPE[�QH�VJG�FCVC�EQPEGPVTCVGF�CTQWPF�VJG�OGCP��#NUQ��VJG�
XCTKCDNGU�ENGCTN[�GZRNCKP�VJG�UVCVWU�QH�-WYCKV�ƓPCPEKCN�U[UVGO�FWTKPI�
VJG�NCUV�VGP�[GCTU��(QT�GZCORNG��-WYCKVK�DCPMU�UWEEGGFGF�VQ�OCKPVCKP�KVU�
ECRKVCN�CFGSWCE[�TCVKQ�CDQXG�����YJKEJ�KU�VJG�OKPKOWO�TGSWKTGF�TCVKQ�
D[�VJG�%GPVTCN�$CPM�QH�-WYCKV��9JKNUV�VJG�02.U�TCVKQ�UVCPFCTF�FGXKCVKQP�
YCU�������YJKEJ�KPFKECVG�VJG�XQNCVKNKV[�QH�VJG�TGCN�GEQPQO[�CU�VJG�TCVKQ�
KPETGCUGU�FWG�VQ�JKIJ�ƓPCPEKCN�KPUVCDKNKV[�RGTKQF�CPF�JCU�C�FKTGEV�KORCEV�
QP�DCPMU�RGTHQTOCPEG��RTQƓVCDKNKV[��NKSWKFKV[��CPF�ECRKVCN�

1P�VJG�QVJGT�JCPF��VJG�ECRKVCN�OCTMGV�JCF�C�PGICVKXG�CXGTCIG�TGVWTP�
FWTKPI�VJG�NCUV�VGP�[GCTU�QH�������YKVJ�UVCPFCTF�FGXKCVKQP�QH��������/CTMGV�
ECRKVCNK\CVKQP�KPETGCUGF�D[�������QP�CXGTCIG��5KOKNCTN[��-WYCKV�TGCN�GUVCVG�
OCTMGV�YKVPGUU�CP�KPETGCUG�QH�VJG�TGUKFGPVKCN�RTQRGTVKGU�CXGTCIG�RTKEG�QH�
������QP�SWCTVGTN[�DCUKU�CU�YKVJ�UVCPFCTF�FGXKCVKQP�QH������+P�CFFKVKQP��
TGUKFGPVKCN�RTQRGTVKGU�NQCPU�RTQRQTVKQP�QH�ITQUU�NQCPU�TGOCKPU�OCVGTKCN�
YKVJ�CP�CXGTCIG�XCNWG�QH��������YJKEJ�KPFKECVG�VJG�OCVGTKCNKV[�CPF�VJG�
EQPEGPVTCVKQP�QH�VJKU�UGEVQT�YJKEJ�EQWNF�KORCEV�VJG�ƓPCPEKCN�U[UVGO�CPF�
EQPUKFGT�VQ�DG�C�RQVGPVKCN�ƓPCPEKCN�VJTGCV�

����%QTTGNCVKQP�6GUV
2GCTUQP	U�EQTTGNCVKQP�VGUV�JCU�DGGP�EQPFWEVGF�VQ�KFGPVKH[�XCTKCDNGU�
TGNCVKQPUJKRU�CPF�KVU�XCTKCDKNKV[�YJKEJ�HQWPF�VQ�DG�CNKIPGF�YKVJ�VJG�
NKVGTCVWTG��*QYGXGT��UQOG�QH�VJG�TGNCVKQPUJKRU�YGTG�KPVGTGUVKPI�CPF�YQTVJ�
VQ�DG�JKIJNKIJVGF�UWEJ�CU�VJG�KPXGTUG�TGNCVKQPUJKR�QH�VJG�:��DCPMU�ITQUU�
TGXGPWG�CPF�:���KPVGTGUV�OCTIKP�TCVKQ��#NUQ��VJG�JKIJ�EQTTGNCVKQP�QH�:��
02.U�CPF�:��0GV02.U�CPF�VJGKT�PGICVKXG�KORCEVU�QP�DCPMU�RTQƓVCDKNKV[�

:��41#�CPF�:��41'���DCPMU�NKSWKFKV[�
:���.#4��CPF�DCPMU�NGXGTCIG�
:��
%6#���(KPCNN[��VJG�PGICVKXG�EQTTGNCVKQP�DGVYGGP�:��02.U�CPF�:��0GV02.U�
YKVJ�:���4'.6.�YJKEJ�OKIJV�KPFKECVG�JQY�DCPMU�VGPF�VQ�TGNC[�QP�KVU�TGCN�
GUVCVG�EQNNCVGTCN�VQ�OKPKOK\G�VJG�TGSWKTGF�RTQXKUKQPU�FWTKPI�ƓPCPEKCN�
UJQEMU�CPF�JKIJ�KPUVCDKNKV[�RGTKQFU�CU�KNNWUVTCVGF�KP�6CDNG����

#EEQTFKPIN[��DCUGF�QP�VJG�2GCTUQP	U�EQTTGNCVKQP�VGUV��KFSIVEW has indicate 
C�UKIPKƓECPV�EQTTGNCVKQP�YKVJ�VJG�HQNNQYKPIU�XCTKCDNGU�CU�NKUVGF�KP�6CDNG���
CPF�PCOGN[�%CRKVCN�#FGSWCE[�4CVKQ��0QP�2GTHQTOKPI�.QCPU�4CVKQ��0QP�
2GTHQTOKPI�.QCPU�PGV�QH�RTQXKUKQPU�VQ�%CRKVCN�4CVKQ��4GVWTP�QP�#UUGVU��
4GVWTP�QP�'SWKV[��%CRKVCN�VQ�#UUGVU�4CVKQ��6QVCN�%TGFKV�6Q�6QVCN�&GRQUKV��
.KSWKF�#UUGVU�4CVKQ��%CRKVCN�/CTMGV�3WCTVGTN[�4GVWTPU��4GCN�'UVCVG�.QCPU�VQ�
6QVCN�.QCPU�YJKEJ�YKNN�DG�WVKNK\GF�VQ�EQPUVTWEV�KFSI*/�



6CDNG���-(5+XGY�5KIPKƓECPV�%QTTGNCVGF�XCTKCDNGU

Variable Sign KFSI

X01-CAR )+( .461

X02-NPLs% )-( -.770

X03-Net NPLs% )-( -.777

X06-ROA )+( .702

X07-ROE )+( .745

X08-CTA )-( .439

X09-CTD )-( -.475

X10-LAR )+( .574

X13-Market Return )+( .375

X18-RELTL )+( .773

2TKPEKRCN�%QORQPGPV�#PCN[UKU�
2%#�

2TKPEKRCN�%QORQPGPV�#PCN[UKU�CNNQYU�WU�VQ�TGFWEG�VJG�FCVC�UGV�CPF�
UWOOCTK\G�KV�D[�UWIIGUVKPI�PGY�XCTKCDNGU�QT�HCEVQTU�VJCV�CIITGICVG�VJG�
KPVGTEQTTGNCVGF�QPGU��6Q�CRRN[�VJKU�CRRTQCEJ��-/1�CPF�$CTVNGVV	U�6GUVU�
JCXG�DGGP�EQPFWEVGF�VQ�KPFKECVG�FCVC�UVTWEVWTG�CPF�UWKVCDKNKV[�FGVGEVKQP�
CU�UJQYGF�KP�6CDNG����6JG�-CKUGT�/G[GT�1NMKP�
-/1��WUGF�CU�C�OGCUWTG�
QH�VJG�UCORNKPI�CFGSWCE[�YJKEJ�CUUGUU�JQY�VJG�CRRTQCEJ�EQWNF�DG�WUGHWN�
DCUGF�QP�FCVC�UVTWEVWTG�CPF�XCTKCPEG��-/1�TGVWTPU�XCNWGU�DGVYGGP���CPF�
��YJGTGCU�VJG�JKIJGT�KU�DGVVGT�CPF�OQUV�QH�VJG�NKVGTCVWTG�KPFKECVG�VJCV�VJG�
CRRTQCEJ�KU�PQV�CRRTQRTKCVG�KH�VJG�XCNWG�KU�WPFGT������KP�CFFKVKQP��$CTVNGVVũU�
VGUV�YCU�FGRNQ[GF�VQ�GPUWTG�VJG�UKIPKƓECPV�EQTTGNCVKQP�DGVYGGP�XCTKCDNGU��
5OCNN�UKIPKƓECPEG�NGXGN�XCNWGU�
NGUU�VJCP�������KPFKECVG�KH�VJG�CRRTQCEJ�
KU�CRRTQRTKCVG�QT�PQV��$CUGF�QP�VJG�VYQ�VGUVU��VJG�FCVC�EQPUKFGTGF�VQ�DG�
CFGSWCVG�CPF�EQWNF�DG�WUGF�VQ�CPCN[\G�CRRN[�VJG�OGVJQF�

6CDNG���-/1�CPF�$CTVNGVV	U�6GUV

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .531

Bartlett’s Test of Sphericity

Approx. Chi-Square 825.472

df 190

Sig. .000

0GZV�UVGR��VJG�8#4+/#:�YCU�WUGF�VQ�TQVCVG�VJG�FCVC�CPF�UGNGEV�VJG�HCEVQTU�
DCUGF�QP�KVU�GKIGPXCNWG��HCEVQT�NQCFKPI��CPF�EQOOWPCNKV[�CU�NKUVGF�KP�CRRGPFKZ�
���6JG�UGNGEVGF�XCTKCDNGU�OWUV�JCXG�GSWCN�QT�ITGCVGT�VJCP�VJG�HQNNQYKPI�ETKVGTKC���
GKIGPXCNWG�QH����HCEVQT�NQCFKPI�QH�����CPF�EQOOWPCNKV[�QH������



)KXKPI�VJQUG�ETKVGTKC��VJG�PWODGT�QH�UGNGEVGF�XCTKCDNGU�FGETGCUGU�SWKVG�
FTCOCVKECNN[�CPF�QPN[�HQWT�HCEVQTU�JCXG�DGGP�UGNGEVGF�VQ�EQPUVTWEV�
KFSIPCA��6JG�EWOWNCVKXG�TQVCVKQP�UWOU�QH�USWCTGF�NQCFKPIU�TGCEJGF��������
CPF�VJG�UGNGEVGF�HCEVQTU�EQXGTGF�VYGNXG�EQORQPGPVU�
XCTKCDNGU���6JG�ƓTUV�
HCEVQT�TGNCVGF�VQ�DCPMU�RGTHQTOCPEG�CU�KV�EQPUKUVU�QH�:����0QP�2GTHQTOKPI�
.QCPU�4CVKQ��:����0QP�2GTHQTOKPI�.QCPU�PGV�QH�RTQXKUKQPU�VQ�%CRKVCN�4CVKQ��
:����4GCN�'UVCVG�.QCPU�VQ�6QVCN�.QCPU��:����4GVWTP�QP�'SWKV[��:����.KSWKF�
#UUGVU�4CVKQ��:����4GVWTP�QP�#UUGVU��6JG�UGEQPF�HCEVQT�EQPUKUVU�QH�:���
%CRKVCN�VQ�#UUGVU�CPF�:����%CRKVCN�#FGSWCE[�4CVKQ��VJWU�KV�YCU�PCOGF�VQ�
DCPMU�NGXGTCIG�CU�KV�EQPUKFGTU�DCPMU�ECRKVCN��6JG�VJKTF�HCEVQT�UKIPKH[�VJG�
ECRKVCN�OCTMGV�CU�KV�CIITGICVG�:����/CTMGV�%CRKVCNK\CVKQP�)TQYVJ�CPF�:����
%CRKVCN�/CTMGV�3WCTVGTN[�4GVWTPU��6JG�NCUV�HCEVQT�TGRTGUGPVU�VJG�4GCN�GUVCVG�
OCTMGV�YJKEJ�KPENWFGU�:����4GCN�'UVCVG�.QCPU�)TQYVJ��CPF�:����+PVGTGUV�
TCVG��URTGCF�

#U�QVJGT�XCTKCDNGU�EQPUKUV�QH�:����)TQUU�+PEQOG�)TQYVJ��:����+PVGTGUV�
/CTIKP�VQ�)TQUU�+PEQOG��:����6QVCN�%TGFKV�VQ�6QVCN�&GRQUKV��:����)TQUU�
.QCPU�)TQYVJ�4CVKQ��:����0GV�(QTGKIP�'ZRQUWTG�VQ�6QVCN�%CRKVCN��:����
4GCN�'UVCVG�6TCFKPI�)TQYVJ��:����4GCN�'UVCVG�2TKEGU�)TQYVJ���CPF�:����
'ZEJCPIG�OCTMGV�RTGUUWTG�KPFGZ�HQWPF�VQ�DG�KPUKIPKƓECPV�CPF�JCXG�NQY�
NQCFKPI�HCEVQT�QP�-WYCKV�ƓPCPEKCN�UVCDKNKV[��6JG[�YKNN�DG�RQNCTK\GF�VQ�
GPJCPEG�SWCNKV[�QH�VJG�RTQRQUGF�KPFGZ�

6JG�DNQY�ITCRJU�KPFKECVG�VJG�RCVVGTP�CPF�DGJCXKQT�QH�VJG�RTQRQUGF�KPFGZ�
WPFGT�VJG�VJTGG�OGVJQFU��1DXKQWUN[��CNN�VJG�TGUWNVU�YGTG�CFGSWCVGN[�
TGƔGEVKPI�-WYCKV�DWUKPGUU�E[ENG�CPF�ECRVWTGF�VJG�OQUV�KORQTVCPV�JKIJ�
UVTGUU�GRKUQFGU�UWEJ�CU�VJG�TGEQXGT[�HTQO������ECRKVCN�OCTMGV�ETCUJ�CPF�
VJG�TCKUG�CPF�ETCUJ�QH�QKN�RTKEGU�FWTKPI�����������

(KIWTG����TGXGCNU�VJG�XKUWCN�TGNCVKQPUJKR�DGVYGGP�KFSIVEW and the 
PQTOCNK\GF�)&2�ITQYVJ��6JG�RTQRQUGF�KPFGZ�TGEQTFGF�KVU�OKPKOWO�
XCNWG�QP�����3��CPF�KVU�JKIJGUV�TGEQTFGF�XCNWG�QP�����3��YKVJ�UVCPFCTF�
FGXKCVKQP�QH�������#NVJQWIJ��DQVJ�XCTKCDNGU�JCXG�EQOOQP�VTGPF�VJG[�JCXG�
NQY�EQTTGNCVKQP�QH������



(KIWTG����-(5+8'9��8U��)&2�)TQYVJ
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� � � � � 5QWTEG��#WVJQT�%CNEWNCVKQP

UKOKNCTN[��(KIWTG����UVCPFU�QWV�KFSI*/ role as it tend to present the upper 
NKOKV�QT�VJG�EGKNKPI�QH�GEQPQO[�ITQYVJ��6JG�RTQRQUGF�KPFGZ�QDXKQWUN[�
KPFKECVGU�VJG�UVTGUU�NGXGN�QH�VJG�ƓPCPEKCN�U[UVGO�URGEKCNN[�FWTKPI�VJG�
UJCFGF�RGTKQF�VJCV�KPFKECVG�QKN�RTKEGU�ETCUJ�UVCTVKPI�HTQO�����3��VQ�
����3���6JG�JKIJGUV�TGEQTFGF�XCNWG�YCU������QP�����3��YJKNG�VJG�NQYGUV�
TGEQTFGF�XCNWG�YCU�������QP�����3��YKVJ�UVCPFCTF�FGXKCVKQP�QH������
YJKEJ�OGCP�JKIJGT�XQNCVKNKV[�EQORCTKPI�YKVJ�KFSIVEW in addition to the 
UKIPKƓECPV�EQTTGNCVKQP�YKVJ�VJG�PQTOCNK\GF�)&2�ITQYVJ�CV�������DCUGF�QP��
2GCTUQP	U�EQTTGNCVKQP�VGUV�

(KIWTG����-(5+*/��8U��)&2�)TQYVJ
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� � � � � 5QWTEG��#WVJQT�%CNEWNCVKQP



.CUVN[�(KIWTG����GZGORNKH[�VJG�VTGPF�QH�KFSIPCA��5KOKNCT�VQ�VJG�RTGXKQWU�
VYQ�CRRTQCEJGU��6JG�RTQRQUGF�KPFGZ�WPFGT�VJG�2%#�OGVJQF�VTGPF�KU�
CNKIPGF�YKVJ�VJG�PQTOCNK\GF�)&2�ITQYVJ��6JG�KPFGZ�RGCM�YCU������
TGEQTFGF�CV�����3��CPF�VJG�NQYGUV�XCNWG�YCU�QP�����3���6JG�KPFGZ�JCU�
VJG�JKIJGUV�UVCPFCTF�FGXKCVKQP�QH������COQPI�QVJGT�CRRTQCEJGU�CPF�JCU�C�
UKIPKƓECPV�EQTTGNCVKQP�YKVJ�VJG�PQTOCNK\GF�)&2�ITQYVJ�CV�������CEEQTFKPI�
VQ�VJG�2GCTUQP	U�EQTTGNCVKQP�VGUV�

(KIWTG����-(5+2%#�8U��)&2�)TQYVJ
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             5QWTEG��#WVJQT�%CNEWNCVKQP

����4QDWUVPGUU�6GUV

6JG�QDLGEVKXG�QH�VJG�TQDWUVPGUU�VGUV�VQ�GPUWTG�VJG�RTQRQUGF�ƓPCPEKCN�
UVCDKNKV[�KPFGZ�XCNKFKV[�CPF�CDKNKV[�VQ�ECRVWTG�VJG�DWUKPGUU�E[ENG�WPFGT�
VJG�VJTGG�CRRTQCEJGU��*GPEG��2GCTUQP	U�EQTTGNCVKQP�VGUV�YCU�EQPFWEVGF�

6CDNG����YJKEJ�KPFKECVG�C�UKIPKƓECPV�EQTTGNCVKQP�QH�KFSI*/ and KFSIPCA 

YKVJ�VJG�)&2�ITQYVJ�CPF�EQWNF�KPFKECVG�VJG�UJQTV�VGTO�VTGPF��/QTGQXGT��
XKUWCN�XCNKFCVKQP�YCU�KORNGOGPVGF��CPF�(KIWTG����UJQYGF�FKHHGTGPV�
GRKUQFGU�QH�-WYCKV�GEQPQOKE�E[ENGU��(QT�GZCORNG��VJG�RTQRQUGF�ƓPCPEKCN�
UVCDKNKV[�KPFGZ�UGPUGU�VJG�UVTGUU�NGXGN�FWTKPI�VJG�QKN�RTKEG�ETKUKU�����3��ť�
����3��YJGP�VJG�QKN�RTKEG�UNWORU�HTQO�������DDN�VQ������DDN�NGCFKPI�VQ�VJG�
CPPQWPEGOGPV�QH��VJG�ƓTUV�IQXGTPOGPV�DWFIGV�FGƓEKV�KP�VJG�NCUV����[GCTU�



6CDNG���2GCTUQP�%QTTGNCVKQPU

 KFSIVEW KFSIHM Y1GDP_ZS KFSIPCA

KFSIVEW 1 0.05 0.069 .678**

KFSIHM 0.05 1 .468** 0.159

Y1GDP_ZS 0.069 .468** 1 .335*

KFSIPCA .678** 0.159 .335* 1

ΎΎ͘��ŽƌƌĞůĂƟŽŶ�ŝƐ�ƐŝŐŶŝĮĐĂŶƚ�Ăƚ�ƚŚĞ�Ϭ͘Ϭϭ�ůĞǀĞů�;ϮͲƚĂŝůĞĚͿ͘ 
Ύ͘��ŽƌƌĞůĂƟŽŶ�ŝƐ�ƐŝŐŶŝĮĐĂŶƚ�Ăƚ�ƚŚĞ�Ϭ͘Ϭϱ�ůĞǀĞů�;ϮͲƚĂŝůĞĚͿ.

����&KUEWUUKQP�CPF�(KPFKPIU

6JG�OCKP�TGUWNVU�QH�VJKU�TGUGCTEJ�YGTG�EQPUKUVGPV�YKVJ�VJG�NKVGTCVWTG��VJG�
TGUGCTEJ�HQWPF�C�EQTTGNCVKQP�QH�VJG�ƓPCPEKCN�UVCDKNKV[�YKVJ�)&2�ITQYVJ��
+V�YCU�EQPƓTOGF�VJCV�VJG�RTQRQUGF�KPFGZ�WPFGT�VJG�VJTGG�CRRTQCEJGU�
UJQYGF�VJGKT�CDKNKV[�VQ�ECRVWTG�-WYCKV�GEQPQOKEU�OQXGOGPVU�CPF�EQWNF�
KPFKECVG�VJG�DWUKPGUU�E[ENGU��#U�VJG�(KIWTG�����KPFKECVGF�VJCV�KPFGZ�VGPFU�
VQ�KPETGCUG�FWTKPI�JKIJ�KPUVCDKNKV[�CPF�WPEGTVCKPV[�CPF�XKU�XGTUC�YJKEJ�KP�
NKPG�YKVJ�VJG�RTGXKQWU�UVWFKGU��9JGP�VJG�KPFGZ�TGCEJGU�KVU�RGCM��VJG�ECRKVCN�
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Outlook

Oŝl PrŝĐe

118 $/bbl
Oŝl prŝĐe ĐrasŚ 108 - 37 $/bbl

Budget Deficit

FY 2015-2016

CAR 16.6%

NPLs 3%

Kuwaŝt launĐŚes

 ‘New Kuwaŝt’ 2035 

strateŐy

CAR 

18.3%

CAR 18.8%

NPLs 9%

CAR 18.7%

NPLs 4.6%

CAR 18.2%

NPLs 2.1%



CFGSWCE[��02.U�CPF�ECRKVCN�VQ�CUUGVU�TCVKQU�VGPF�VQ�DG�CV�VJG�JKIJGUV�NGXGN�
YJKEJ�KU�KP�NKPG�CPF�UWRRQTV�2GUQNC�
������CPF�+/(�(5+�
������GZRNCPCVKQP��
6JKU�TGUGCTEJ�UJCTG�YKVJ�VJG�NKVGTCVWTG�VJCV�DCPMU�KPVGPF�VQ�KPETGCUG�VJGKT�
ECRKVCN�DWHHGT�CPF�RTQXKUKQPU�FWTKPI�VJG�JKIJ�KPUVCDKNKV[�RGTKQF�VQ�GPJCPEG�
VJGKT�CDKNKV[�VQ�CDUQTD�CP[�HWVWTG�ƓPCPEKCN�UJQEM�

/QTGQXGT��VJKU�TGUWNV�CITGGU�YKVJ�#T\COCUQX�CPF�2GPKMCUC�
�������
-QȸKʂQXȐ�
�������<KITCKQXC�CPF�,CMWDKM�
������CU�VJG[�GORJCUK\G�VJG�TQNG�
QH�4GVWTP�QP�#UUGVU�4CVKQ�
41#��CPF�4GIWNCVQT[�%CRKVCN�VQ�4KUM�9GKIJVGF�
#UUGVU�4CVKQ�
%#4��CPF�JQY�KV�UJQWNF�DG�RCTV�QH�CP[�OQFGN�VQ�GPJCPEG�KVU�
OGCUWTGOGPV�ECRCDKNKV[��#NUQ��VJG�EQTTGNCVKQP�VGUV�KFGPVKƓGF�UKIPKƓECPV�
EQTTGNCVGF�XCTKCDNGU�YJKEJ�CTG�ECRKVCN�CFGSWCE[�TCVKQ��PQP�RGTHQTOKPI�
NQCPU�TCVKQ��PQP�RGTHQTOKPI�NQCPU�PGV�QH�RTQXKUKQPU�VQ�ECRKVCN�TCVKQ��TGVWTP�
QP�CUUGVU��TGVWTP�QP�GSWKV[��ECRKVCN�VQ�CUUGVU�TCVKQ��VQVCN�ETGFKV�VQ�VQVCN�
FGRQUKV��NKSWKF�CUUGVU�TCVKQ��ECRKVCN�OCTMGV�SWCTVGTN[�TGVWTPU�CPF�TGCN�GUVCVG�
NQCPU�VQ�VQVCN�NQCPU�YJKEJ�YGTG�RCTV�QH�RTQRQUGF�KPFGZ�WPFGT�VJG�VJTGG�
CRRTQCEJGU��1PG�UWTRTKUKPI�XCTKCDNG�VJCV�YCU�HQWPF�VQ�DG�CUUQEKCVKQP�
YKVJ�VJG�ƓPCPEKCN�UVCDKNKV[�YCU�:����4GCN�GUVCVG�NQCPU�VQ�VQVCN�NQCPU�
YJKEJ�TGRTGUGPV�QPG�VJKTF�QH�VJG�ƓPCPEKCN�U[UVGO�NQCPU�RQTVHQNKQ��6JKU�KU�
C�RCTVKEWNCTN[�WUGHWN�ƓPFKPI�CU�KV�KPFKECVGU�VJG�KORCEV�QH�VJG�TGCN�GUVCVG�
OCTMGV�QP�-WYCKV�ƓPCPEKCN�U[UVGO�YJKEJ�UJQWNF�DG�KPXGUVKICVGF�

6JQWIJ�VJTGG�CRRTQCEJGU�JCXG�DGGP�KORNGOGPVGF�VQ�EQPUVTWEV�-WYCKV�
ƓPCPEKCN�UVCDKNKV[�KPFGZ��KFSIPCA and KFSI*/ correlation with the 
)&2�ITQYVJ�KU�UKIPKƓECPV�CPF�UJQWNF�DG�KPXGUVKICVGF�VQ�FGXGNQR�OQTG�
UQRJKUVKECVGF��EQORNGZ��CPF�F[PCOKE�ƓPCPEKCN�UVCDKNKV[�KPFGZ�HQT�-WYCKV��
6JKU�ƓPFKPI�CITGGU�YKVJ�#T\COCUQX�CPF�2GPKMCU�
������ƓPFKPI�VJCV�VJG�
KPFGZ�WPFGT�2%#�KU�UKIPKƓECPVN[�EQTTGNCVGF�YKVJ�VJG�OCETQGEQPQOKE�FCVC�
CPF�KP�EQPVTCT[�YKVJ�$CNCMTKUJPCP�GV�CN��
������YJQ�HQWPF�PQ�UKIPKƓECPV�
FKHHGTGPEGU�DGVYGGP�VJG�FKHHGTGPV�CRRTQCEJGU�



%*#26'4�(+8'��%10%.75+10��4'%1//'0&#6+105��#0&�(746*'4�
RESEARCH
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6JKU�TGUGCTEJ�UGV�QWV�VQ�CUUGUU�-WYCKV�ƓPCPEKCN�U[UVGO�UVCDKNKV[�CPF�
RTQRQUG�C�ƓPCPEKCN�UVCDKNKV[�KPFGZ�HQT�-WYCKV��VJKU�TGUGCTEJ�UVTGPIVJGPU�
VJG�KFGC�QH�VJG�KORQTVCPEG�VQ�CUUGUU�CPF�OGCUWTG�-WYCKV�ƓPCPEKCN�
UVCDKNKV[��&GURKVG�NCEMU�UWHƓEKGPV�TGNKCDNG�CPF�XCNKF�FCVC�VQ�EQPUVTWEV�VJG�
KPFGZ��VJG�CXCKNCDNG�XCTKCDNGU�CPF�VJG�WVKNK\GF�CRRTQCEJGU�EQPƓTOGF�
VJGKT�CDKNKV[�VQ�KPFKECVG�-WYCKV�ƓPCPEKCN�UVCDKNKV[�CPF�EQWNF�DG�WVKNK\GF�
D[�RQNKE[OCMGTU�CPF�TGIWNCVQTU�VQ�CUUGUU��OQPKVQT��CPF�FGXGNQR�-WYCKV�
ƓPCPEKCN�U[UVGO�

6JKU�TGUGCTEJ�FGRNQ[GF�VYGPV[�XCTKCDNGU�CPF�VJTGG�FKHHGTGPV�CRRTQCEJGU�
VQ�EQPUVTWEV�-WYCKV�ƓPCPEKCN�UVCDKNKV[�KPFGZ�D[�WUKPI�VJG�OQUV�EQOOQP�
CRRTQCEJGU�D[�VJG�NKVGTCVWTG��6JG�ƓTUV�UVGR�YCU�FCVC�UGNGEVKQP�CEEQTFKPI�VQ�
VJG�TGNGXCPEG�NKVGTCVWTG��-WYCKV�GEQPQO[�UVTWEVWTG�CPF�FCVC�CXCKNCDKNKV[��
6JG�UGEQPF�UVGR��FCVC�PQTOCNK\KPI�D[�WUKPI�VJG�<�5EQTG�OGVJQF�HQNNQYGF�
D[�VJG�VJKTF�UVGR�YJGTG�FCVC�CIITGICVGF�VQ�EQPUVTWEV�VJG�ƓPCPEKCN�UVCDKNKV[�
KPFGZ�WPFGT�VJG�'SWCN�8CTKCPEG�9GKIJVU�CRRTQCEJ�
'89���*[DTKF�CRRTQCEJ�

*/��CPF�2KPEJCDNG�%QORQPGPV�#PCN[UKU�CRRTQCEJ�
2%#���

6JG�JKIJ�XCNWG�QH�VJG�KPFGZ�KPFKECVGU�JKIJ�UVTGUU�RGTKQF�CPF�HQWPF�VQ�DG�
CNQPI�YKVJ�JKIJ�GEQPQO[�ITQYVJ�YJKEJ�FQPCVGF�D[�VJG�)&2��8KUWCN�CPF�
UVCVKUVKECN�EQORCTKUQPU�QH�VJG�RTQRQUGF�KPFGZ�JCXG�DGGP�GORNQ[�KPENWFKPI�
2GCTUQP�EQTTGNCVKQP�YJKEJ�KFGPVKH[�VJG�EQTTGNCVGF�XCTKCDNGU�VJCV�EQWNF�
KPFKECVG�-WYCKV�ƓPCPEKCN�UVCDKNKV[�PCOGN[��ECRKVCN�CFGSWCE[�TCVKQ��PQP�
RGTHQTOKPI�NQCPU�TCVKQ��PQP�RGTHQTOKPI�NQCPU�PGV�QH�RTQXKUKQPU�VQ�ECRKVCN�
TCVKQ��TGVWTP�QP�CUUGVU��TGVWTP�QP�GSWKV[��ECRKVCN�VQ�CUUGVU�TCVKQ��VQVCN�ETGFKV�
VQ�VQVCN�FGRQUKV��NKSWKF�CUUGVU�TCVKQ��ECRKVCN�OCTMGV�SWCTVGTN[�TGVWTPU�CPF�
TGCN�GUVCVG�NQCPU�VQ�VQVCN�NQCPU�

6JKU�GORKTKECN�TGUGCTEJ�CITGGU�YKVJ�VJG�ƓPFKPIU�QH�QVJGT�UVWFKGU��YJGTG�
DCPMU�ECRKVCN�CFGSWCE[�TCVKQ�CPF�PQP�RGTHQTOKPI�NQCPU�TCVKQ�CTG�ETKVKECN�
KPFKECVQTU�VJCV�UJQWNF�DG�OQPKVQTGF�D[�VJG�RQNKE[OCMGTU�CPF�TGIWNCVQT��+P�
CFFKVKQP��VJKU�TGUGCTEJ�KU�EQPUKUVGPV�VJCV�-WYCKV�ƓPCPEKCN�KPUVKVWVGU�VGPF�
VQ�KPETGCUG�VJGKT�ECRKVCN�CFGSWCE[�CPF�RTQXKUKQPU�FWTKPI�VJG�GEQPQO[�
ITQYVJ�CPF�JKIJ�KPUVCDKNKV[�RGTKQFU�CU�CITGGF�D[�NKVGTCVWTG�

/QTGQXGT��KFSIPCA and KFSI*/�EQTTGNCVKQP�KU�UKIPKƓECPV�YKVJ�VJG�)&2�
ITQYVJ�YJKEJ�EQWNF�KPFKECVGF�-WYCKV�GEQPQOKE�E[ENG�CPF�KPUVCDKNKV[�
NGXGN��6JKU�ƓPFKPI�EQWNF�DG�C�UVCTVKPI�RQKPV�VQ�CUUGUU�CPF�OQPKVQT�-WYCKV�
ƓPCPEKCN�U[UVGO�UVCDKNKV[�QP�SWCTVGTN[�DCUKU�TCVJGT�VJCP�VJG�)&2�CPF�



VQ�EQPUKFGT�-(5+�CU�C�NGCF�KPFKECVQT�VQ�CUUGUU�-WYCKV�ƓPCPEKCN�U[UVGO�
UVCDKNKV[�

(KPCNN[��VJG�EQPVTKDWVKQP�QH�VJKU�TGUGCTEJ�JCU�DGGP�EQPƓTOGF�CU�KV�RTQXKFGU�
VJG�DCUKU�HQT�VJG�HWVWTG�YQTM�VQ�FGXGNQR�-WYCKV�ƓPCPEKCN�UVCDKNKV[�KPFGZ�
VQ�RTQXKFG�C�NGCFKPI�KPFKECVQT�VQ�CUUGUU�-WYCKV�ƓPCPEKCN�U[UVGO�UVCDKNKV[��
6JGTGHQTG��VJKU�TGUGCTEJ�KU�COQPI�VJG�ƓTUV�CVVGORVU�VQ�CUUGUU�CPF�RTQRQUG�
C�ƓPCPEKCN�UVCDKNKV[�KPFGZ�HQT�-WYCKV�

����4GEQOOGPFCVKQPU

6JG�ƓPFKPIU�QH�VJKU�TGUGCTEJ�UWIIGUV�VJCV�VJG�IQXGTPOGPV�QH�-WYCKV�
UJQWNF�WVKNK\G�VJG�RTQRQUGF�KPFGZGU�CU�C�NGCFKPI�KPFKECVQT�VQ�CUUGUU�
CPF�OQPKVQT�-WYCKV�ƓPCPEKCN�U[UVGO�UVCDKNKV[��#NUQ��RQNKE[OCMGTU�CPF�
TGIWNCVQTU�D[�OGCPU�%$-�CPF�%/#�UJQWNF�CFQRV�VJG�RTQRQUGF�KPFGZ�
CU�KV�RTQXKFGU�KPUKIJVU�VJCV�EQWNF�CUUKUV�VJGO�VQ�VCMG�RTQCEVKXG�CEVKQPU�
D[�HQEWUKPI�CPF�TGNC[KPI�QP�TGNGXCPV�FCVC�CU�KNNWUVTCVGF�KP�EJCRVGT�HQWT��
(KPCNN[��KV�KU�TGEQOOGPFGF�VQ�EQORCTG�VJG�TGUWNV�YKVJ�QVJGT�EQWPVT[�KP�VJG�
TGIKQP�VQ�CUUKUV�-WYCKV�&KTGEV�2TQOQVKQP�#WVJQTKV[�
-&+2#��VQ�CVVTCEV�PGY�
HQTGKIP�KPXGUVOGPV�CPF�RQTVHQNKQ�

����(WTVJGT�4GUGCTEJ��

6JKU�TGUGCTEJ�JCU�VJTQYP�WR�OCP[�SWGUVKQPU�KP�PGGF�QH�HWTVJGT�
KPXGUVKICVKQP��#U�VJGTG�KU�PQ�EQPUGPV�QH�VJG�DGUV�OGVJQF�VQ�EQPUVTWEV�
VJG�ƓPCPEKCN�UVCDKNKV[�KPFGZ�CPF�VJG�RTQRQUGF�KPFGZ�EQWNF�DG�VJG�DCUG�VQ�
KFGPVKH[�VJG�DGUV�OGVJQF�VJCV�UWKV�-WYCKV�GEQPQO[��(WTVJGT�KPXGUVKICVKQP�
VQ�OGCUWTG�VQ�YJCV�GZVGPF�EQWNF�VJG�RTQRQUGF�KPFGZ�CHHGEV�QT�KPFKECVG�
-WYCKV�)&2�ITQYVJ��#NUQ��-WYCKV�GEQPQO[�UVTWEVWTG�PGGF�VQ�DG�TGCUUGUUGF�
VQ�KFGPVKH[�UKIPKƓECPV�UGEVQT�YJKEJ�OKIJV�TGSWKTG�VQ�WUG���)TCPIGT�ECWUCNKV[�
CRRTQCEJ��#NUQ��FGEQPUVTWEVKPI�VJG�RTQRQUGF�KPFGZ�EQWNF�DG�JGNRHWN�VQ�
CUUGUU�VJG�UQWTEG�QH�ƓPCPEKCN�HTCIKNKV[��(KPCNN[��KV�YQWNF�DG�KPVGTGUVKPI�VQ�
CUUGUU�VJG�GHHGEVU�QH�VJG�TGCN�GUVCVG�OCTMGV�QP�-WYCKV�ƓPCPEKCN�U[UVGO�CPF�
VQ�KFGPVKH[�VJG�GZVGPF�QH�-WYCKVK�DCPMU�GZRQUWTGU�
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APPENDIX 1

6CDNG���0GY�-WYCKV������2TQLGEVU

Kuwait 2035 Strategic Plan No. of 
Project %

Average of 
% of Com-

pletion
Sum of Esti-

mate Cost
% Of 

Estimate 
Cost

Sum of 
No. Of 
Jobs

6XVWDLQDEOH�'LYHUVL¿HG�(FRQRP\� 25 ������ 43% 10,072,590,859 ������ 2,603

The Development of The Oil Sector 2 1.89% 97% 9,551,000,000 38.38% 2,279

The Creation of a Business Environ-
ment for The Private Sector 6 5.66% 28% 286,328,000 1.15% 190

The Development of National 
Tourism 4 3.77% 50% 132,931,859 0.53%

7KH�.QRZOHGJH�(FRQRP\ 5 4.72% 60% 66,081,000 0.27% 109

7KH�'LYHUVL¿FDWLRQ�RI�7KH�3URGXF-
tion Base 3 2.83% 13% 26,000,000 0.10% 25

7KH�6XVWDLQDELOLW\�RI�3XEOLF�)LQDQFH 1 0.94% 80% 9,750,000 0.04%

Privatization 4 3.77% 26% 500,000 0.00%

'HYHORSHG�,QIUDVWUXFWXUH� 24 ������ 29% 5,111,828,258 ������ 2,402

The Development of The Marine 
7UDQVSRUWDWLRQ�6\VWHP 9 8.49% 13% 1,647,400,000 6.62% 520

The Development of Air Transporta-
WLRQ�6\VWHP 4 3.77% 21% 1,571,996,000 6.32% 1,350

The Development of The Land 
7UDQVSRUWDWLRQ�6\VWHP 4 3.77% 17% 1,321,355,365 5.31% 24

The Development and Increase of 
7KH�3URGXFWLRQ�&DSDFLW\�RI�(OHFWUL-
FDO�DQG�:DWHU�(QHUJ\

4 3.77% 89% 444,700,000 1.79% 248

The Development of The Informa-
WLRQ�	�&RPPXQLFDWLRQ�7HFKQRORJ\�
Infrastructure

3 2.83% 25% 126,376,893 0.51% 260

6XVWDLQDEOH�/LYLQJ�(QYLURQPHQW� 14 ������ 44% 4,460,722,057 ������ 194

Providing Housing Welfare to The 
Citizens 5 4.72% 48% 3,226,653,457 12.97%

The Sewage Water Treatment 2 1.89% 51% 746,500,000 3.00% 57

The Utilization of Renewable 
(QHUJ\ 3 2.83% 35% 249,599,000 1.00% 100

7KH�,PSURYHPHQW�RI�7KH�(I¿FLHQF\�
of Waste and Refuse Management 2 1.89% 62% 233,650,000 0.94% 18

7KH�0DLQWHQDQFH�RI�$LU�4XDOLW\ 2 1.89% 23% 4,319,600 0.02% 19

&UHDWLYH�+XPDQ�&DSLWDO� 16 ������ 44% 3,157,494,300 ������ 267

The Increasing of Enrollment Ca-
SDFLW\�IRU�+LJKHU�(GXFDWLRQ 1 0.94% 55% 2,782,639,300 11.18%

The Support and Empowerment of 
The Youth 4 3.77% 22% 205,000,000 0.82% 68

7KH�,PSURYHPHQW�RI�6DIHW\�DQG�
6HFXULW\�6\VWHPV 2 1.89% 50% 120,200,000 0.48% 199

The Care for And Integration of 
3HUVRQV�ZLWK�'LVDELOLW\ 2 1.89% 8% 27,000,000 0.11%

7KH�,PSURYHPHQW�RI�7KH�4XDOLW\�RI�
Education 5 4.72% 69% 16,755,000 0.07%



The Improving of Care Services for 
7KH�(OGHUO\ 2 1.89% 52% 5,900,000 0.02%

+LJK�4XDOLW\�+HDOWKFDUH� 14 ������ 49% 2,032,198,358 ����� 8

7KH�,QFUHDVH�RI�%HG�&DSDFLW\�,Q�
Hospitals 11 10.38% 39% 1,909,699,358 7.67%

7KH�,PSURYHPHQW�RI�7KH�4XDOLW\�RI�
Health Services 3 2.83% 87% 122,499,000 0.49% 8

*OREDO�3RVLWLRQLQJ� 7 ����� 74% 30,618,326 ����� 102

Supporting Culture, The Art and 
The Media 3 2.83% 66% 28,094,001 0.11% 102

The Enhancing of Kuwait’s Global 
Image 4 3.77% 80% 2,524,325 0.01%

(IIHFWLYH�&LYLO�6HUYLFH� 6 ����� 58% 19,489,709 ����� 6

Electronic Government (E-Govern-
ment) 6 5.66% 58% 19,489,709 0.08% 6

Grand Total 106 ������� 44% 24,884,941,867 ������� 5,582

5QWTEG��-WYCKV�%GPVTCN�5VCVKUVKECN�$WTGCW�
%5$��CPF�TGUGCTEJGT�ECNEWNCVKQP�
�����

6CDNG���-WYCKV�)TQUU�&GOQVKE�2TQFWEVU�%QORQPGPV

Kuwait Real GDP 2010 2019 2020 Q1

ALL AMOUNT IN (`000`000) GDP % GDP % GDP %

OIL SECTOR 19,579 57.29% 18,347 44.89% 3,702 40.26%

OTHER SERVICES 3,253 9.52% 4,789 11.72% 1,144 12.44%

PUBLIC ADMINISTRATION AND 
DEFENSE 2,780 8.14% 4,334 10.60% 1,016 11.05%

FINANCIAL INTERMEDIATION 
AND INSURANCE 3,092 9.05% 3,802 9.30% 968 10.53%

MANUFACTURING 1,978 5.79% 2,820 6.90% 651 7.08%

EDUCATION 1,330 3.89% 2,582 6.32% 520 5.65%

WHOLESALE AND RETAIL TRADE 1,339 3.92% 1,644 4.02% 416 4.52%

HEALTH AND SOCIAL WORK 764 2.24% 1,525 3.73% 383 4.16%

CONSTRUCTION 730 2.14% 1,150 2.81% 305 3.32%

TRANSPORT 1,153 3.37% 1,284 3.14% 300 3.26%

TELECOMMUNICATION 1,230 3.60% 1,196 2.93% 280 3.04%

ELECTRICITY, GAS AND WATER 662 1.94% 1,168 2.86% 153 1.66%

HOUSEHOLD WITH EMPLOYED 
PERSONS 348 1.02% 583 1.43% 147 1.60%

HOTEL AND RESTAURANT 271 0.79% 409 1.00% 96 1.04%

AGRICULTURE AND FISHING 149 0.44% 185 0.45% 48 0.52%

PLUS: TAXES LESS SUBSIDIES ON 
PRODUCTS )2,720( -7.96% )2,681( -6.56% )356( -3.87%

LESS: FISIM )1,765( -5.16% )2,265( -5.54% )577( -6.27%

REAL GDP 34,173 ������� 40,872 ������� 9,196 �������



(KIWTG����-WYCKV�#PPWCN�4GCN�)&2



6CDNG����&CVCUGV

Date X01-CAR
X02-

NPLs%
X03-Net 
NPLs%

X04-BGIG X05-IMR X06-ROA X07-ROE X08-CTA X09-CTD X10-LAR X11-GLG X12-NFETC
 X13-

Mkt.Return 
 X14-

Mkt.Cap 
 X15-RETG 

 X16-
REPG 

 X17-RELG 
 X18-
RELTL 

 X19-IRS X20-EMPI

31/03/10 16.96         11.95     41.08        -                          47.63           0.49             4.01            11.28         114.54      27.69         0.18            81.23                7.54                     14.45         0.26                 5.07          (6.87)          14.83     2.83           113.36          
30/06/10 16.88         10.60     37.26        3.43                 42.79           0.77             6.07            11.49         114.66      25.33         2.05            78.14                (13.15)                (11.92)        49.38              (10.44)     11.41        16.10     2.77           (56.45)           
30/09/10 17.38         9.37        31.94        (6.64)               49.58           0.90             6.86            11.64         115.31      24.34         (0.21)          79.41                6.75                     13.84         (41.59)            4.50          1.04           16.29     2.82           (190.07)        
31/12/10 18.88         8.95        31.15        (2.99)               61.40           1.24             9.07            12.56         107.18      22.78         0.79            70.88                (0.42)                   4.62            28.00              1.57          (4.70)          15.40     2.87           (58.02)           
31/03/11 18.78         8.55        31.84        9.89                 45.53           1.27             9.40            12.08         112.17      25.44         (0.08)          60.97                (9.49)                   (10.40)        10.07              13.64       (0.41)          15.39     3.01           (453.90)        
30/06/11 18.76         8.38        30.99        1.56                 53.23           1.27             9.57            12.20         109.59      27.55         0.29            76.69                (1.33)                   (3.46)           19.30              27.52       (0.74)          15.21     3.03           13.06             
30/09/11 18.18         7.64        29.92        (3.48)               49.08           1.26             9.36            12.04         110.05      27.27         0.65            86.16                (6.09)                   (6.18)           (25.40)            (38.13)     5.78           15.99     3.03           (31.13)           
31/12/11 18.46         6.98        26.28        32.35              43.67           1.10             8.13            12.38         108.35      26.55         4.83            87.14                (0.32)                   (0.46)           29.40              6.88          5.12           16.34     2.97           112.52          
31/03/12 17.93         7.65        29.74        (22.70)            52.00           1.06             8.11            11.77         109.12      27.24         (0.16)          87.32                6.03                     1.73            31.47              5.33          (9.84)          14.44     3.57           (63.35)           
30/06/12 17.74         7.89        30.28        12.15              47.96           1.02             7.95            11.80         103.72      26.01         1.24            98.07                (6.10)                   (5.74)           4.25                 (3.87)        10.60        15.77     3.53           (27.08)           
30/09/12 17.15         6.68        23.94        3.13                 46.97           1.17             8.98            11.81         99.81         26.13         0.10            107.78             3.34                     2.36            (37.55)            9.95          112.96     33.56     3.47           259.40          
31/12/12 18.48         5.19        19.47        5.73                 46.15           1.35             10.23         12.40         99.26         27.54         2.34            103.79             (0.81)                   0.50            57.94              (4.33)        (31.30)       22.51     3.25           (188.15)        
31/03/13 18.26         5.31        19.77        (12.52)            51.07           1.43             10.99         11.88         98.09         27.73         2.52            107.55             13.27                  (0.01)           (35.58)            27.65       53.51        33.68     3.20           12.68             
30/06/13 18.72         4.57        16.73        5.65                 50.91           1.42             11.06         12.20         100.12      27.48         2.19            98.97                15.64                  4.07            10.41              6.12          6.06           34.95     3.12           (86.17)           
30/09/13 18.65         4.36        15.86        (0.10)               49.69           1.16             8.95            12.06         98.91         26.37         1.03            102.68             (0.08)                   5.29            16.14              (10.34)     4.75           36.23     3.07           (14.19)           
31/12/13 18.85         3.64        12.64        11.73              48.05           1.12             8.72            12.17         97.39         25.37         2.86            98.97                (2.80)                   (2.22)           (20.07)            16.94       2.84           36.20     3.05           (45.17)           
31/03/14 18.52         3.76        13.79        (10.70)            50.95           1.16             9.41            11.34         101.32      30.48         3.26            105.16             0.31                     4.10            (20.17)            23.52       2.24           35.83     2.87           (249.40)        
30/06/14 18.33         3.53        12.97        0.82                 50.98           1.15             9.55            11.29         103.34      29.47         4.82            94.23                (7.94)                   (3.14)           33.10              (5.57)        5.46           36.04     2.86           49.03             
30/09/14 18.79         3.23        11.47        5.36                 53.02           1.21             9.97            11.31         103.09      29.93         1.77            99.62                9.33                     5.60            1.44                 (31.70)     1.64           35.98     2.85           260.28          
31/12/14 16.86         2.89        10.38        16.33              35.71           1.26             10.21         11.10         103.17      30.73         1.24            112.70             (14.25)                (9.88)           1.74                 25.47       3.56           36.79     2.88           206.26          
31/03/15 16.85         2.77        9.65           (10.63)            47.07           1.29             10.62         10.80         104.40      32.71         1.40            114.15             (3.87)                   (2.75)           (19.97)            9.37          2.05           37.02     2.90           282.12          
30/06/15 16.88         2.80        9.73           (3.80)               50.31           1.31             10.78         11.10         106.33      29.68         3.18            106.19             (1.27)                   (0.45)           (17.12)            2.56          2.74           36.85     2.89           (14.05)           
30/09/15 16.49         2.97        10.81        0.40                 51.19           1.34             10.83         10.94         107.72      30.23         0.14            104.39             (7.69)                   (7.47)           (32.12)            3.02          5.36           38.78     2.84           132.72          
31/12/15 17.52         2.37        8.67           14.92              42.61           1.27             10.21         11.81         106.70      29.84         2.18            104.07             (1.94)                   (1.58)           21.69              (6.38)        2.70           38.98     2.86           146.01          
31/03/16 17.48         2.40        8.63           (8.81)               48.27           1.19             9.89            11.58         106.46      31.18         1.28            106.46             (6.88)                   (7.04)           (9.95)               (1.31)        1.76           39.17     2.88           (264.67)        
30/06/16 17.95         2.42        8.72           (3.41)               51.68           1.14             9.46            12.03         107.82      30.09         1.81            104.08             2.60                     (1.47)           (6.17)               6.00          1.54           39.08     2.84           54.70             
30/09/16 17.86         2.31        8.10           5.82                 51.12           1.18             9.52            12.03         108.22      29.22         0.48            98.18                0.63                     1.00            (22.19)            (7.40)        2.38           39.82     2.83           138.20          
31/12/16 18.59         2.22        7.43           4.82                 48.65           1.22             9.78            12.79         106.23      30.12         (2.54)          90.18                6.48                     8.21            38.38              (8.86)        1.32           41.42     2.87           37.15             
31/03/17 18.76         2.47        8.60           (2.93)               48.65           1.26             10.18         12.76         107.52      31.40         1.39            85.07                22.29                  8.17            4.96                 32.96       2.19           41.77     2.95           (115.76)        
30/06/17 18.29         2.40        8.42           4.49                 50.43           1.28             10.51         12.45         107.82      31.52         2.80            81.63                (3.79)                   (3.59)           21.45              (19.92)     2.12           41.50     3.11           (38.69)           
30/09/17 18.18         2.52        8.79           4.34                 49.07           1.27             10.34         12.36         105.77      31.02         1.05            79.36                (1.23)                   8.07            (30.94)            1.55          2.04           41.89     3.12           55.16             
31/12/17 18.45         1.95        6.41           3.91                 49.98           1.38             11.16         12.77         106.14      31.28         (0.55)          74.34                (4.07)                   (7.13)           21.24              0.68          2.39           43.13     3.13           (63.68)           
31/03/18 18.18         2.06        6.96           (0.32)               51.53           1.44             11.89         12.50         105.17      31.73         1.59            77.87                3.52                     3.61            10.61              (2.13)        1.56           43.11     3.24           (121.13)        
30/06/18 17.88         2.08        7.22           8.54                 48.64           1.49             12.37         12.38         108.61      30.64         1.18            79.49                (26.28)                (2.84)           6.03                 (3.17)        1.18           43.10     3.20           (9.39)              
30/09/18 17.99         2.02        7.02           (0.49)               48.03           1.55             12.70         12.43         108.43      30.91         0.21            82.86                4.86                     5.79            (1.02)               (5.12)        3.12           44.35     3.13           69.38             
31/12/18 18.32         1.62        5.56           0.60                 47.03           1.56             12.52         12.91         108.08      31.24         1.50            72.05                (0.94)                   (0.52)           25.46              1.88          0.82           44.04     3.06           21.35             
31/03/19 17.96         1.81        6.30           3.37                 44.84           1.56             12.63         12.81         105.22      29.56         2.21            78.22                10.60                  12.35         (5.89)               8.83          (1.11)          42.61     2.97           (4.34)              
30/06/19 18.01         1.81        6.07           4.39                 43.06           1.53             12.40         12.94         105.37      29.14         1.90            77.62                3.81                     3.00            (1.91)               (0.02)        0.34           41.94     3.00           (0.29)              
30/09/19 17.56         1.81        6.12           0.63                 44.56           1.50             12.03         12.74         104.69      31.34         1.15            77.40                (2.63)                   (3.05)           (4.88)               2.08          0.48           41.66     2.90           8.22                
31/12/19 18.48         1.46        4.87           0.76                 44.58           1.34             10.64         13.32         105.14      30.32         1.69            66.39                10.63                  11.09         2.89                 1.63          0.78           41.27     2.82           (55.47)           
31/03/20 16.86         1.78        6.56           (5.27)               44.69           1.22             9.93            12.51         103.01      30.28         4.83            72.17                (23.24)                (23.48)        (24.73)            3.01          (0.30)          39.24     2.80           178.96          
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6CDNG����2GCTUQP	U�%QTTGNCVKQP

X1CAR X2NPLs X3NetNPLs X4BGIG X5IMR X6ROA X7ROE X8CTA X9CTD X10LAR

X1CAR 1.00 )0.05( )0.03( )0.03( 0.40 0.26 0.17 0.54 )0.25( )0.17(

X2NPLs )0.05( 1.00 1.00 0.23 0.16 )0.70( )0.80( )0.31( 0.42 )0.80(

X3NetNPLs )0.03( 1.00 1.00 0.21 0.16 )0.68( )0.79( )0.31( 0.40 )0.80(

X4BGIG )0.03( 0.23 0.21 1.00 )0.38( )0.33( )0.32( 0.02 0.17 )0.15(

X5IMR 0.40 0.16 0.16 )0.38( 1.00 )0.02( )0.05( )0.03( )0.00( )0.20(

X6ROA 0.26 )0.70( )0.68( )0.33( )0.02( 1.00 0.98 0.48 )0.37( 0.47

X7ROE 0.17 )0.80( )0.79( )0.32( )0.05( 0.98 1.00 0.43 )0.36( 0.61

X8CTA 0.54 )0.31( )0.31( 0.02 )0.03( 0.48 0.43 1.00 )0.05( 0.08

X9CTD )0.25( 0.42 0.40 0.17 )0.00( )0.37( )0.36( )0.05( 1.00 )0.10(

X10LAR )0.17( )0.80( )0.80( )0.15( )0.20( 0.47 0.61 0.08 )0.10( 1.00

X11GLG )0.00( )0.19( )0.17( 0.06 )0.17( 0.05 0.08 )0.08( )0.35( 0.08

X12NFETC )0.28( )0.14( )0.12( )0.10( )0.03( )0.10( )0.06( )0.66( )0.52( 0.10

;��0NW�
Return 0.39 0.01 0.00 )0.09( 0.26 0.04 0.01 0.22 )0.12( )0.04(

;��0NW�&DS 0.31 0.05 0.02 0.09 0.25 )0.05( )0.05( 0.20 0.05 )0.06(

X15RETG 0.37 0.14 0.14 0.22 )0.04( )0.04( )0.07( 0.27 0.12 )0.10(

X16REPG )0.00( 0.04 0.03 )0.05( )0.12( 0.04 0.01 )0.03( )0.17( )0.02(

X17RELG )0.19( 0.11 0.11 )0.07( )0.03( )0.01( )0.04( )0.13( )0.29( )0.17(

X18RELTL )0.02( )0.94( )0.96( )0.18( )0.14( 0.62 0.73 0.27 )0.40( 0.78

X19IRS 0.18 0.13 0.17 )0.13( 0.12 0.17 0.11 0.15 )0.29( )0.16(

X20EMPI )0.41( )0.20( )0.21( 0.22 )0.15( )0.03( 0.04 )0.24( )0.17( 0.25

KFSI_VEW 0.46 )0.77( )0.78( )0.14( 0.09 0.70 0.74 0.44 )0.48( 0.57

X11GLG X12N-
FETC

�X13Mkt
Return

�X14Mkt
Cap X15RETG X16REPG X17RELG X18RELTL X19IRS X20EMPI

X1CAR )0.00( )0.28( 0.39 0.31 0.37 )0.00( )0.19( )0.02( 0.18 )0.41(

X2NPLs )0.19( )0.14( 0.01 0.05 0.14 0.04 0.11 )0.94( 0.13 )0.20(

X3NetNPLs )0.17( )0.12( 0.00 0.02 0.14 0.03 0.11 )0.96( 0.17 )0.21(

X4BGIG 0.06 )0.10( )0.09( 0.09 0.22 )0.05( )0.07( )0.18( )0.13( 0.22

X5IMR )0.17( )0.03( 0.26 0.25 )0.04( )0.12( )0.03( )0.14( 0.12 )0.15(

X6ROA 0.05 )0.10( 0.04 )0.05( )0.04( 0.04 )0.01( 0.62 0.17 )0.03(

X7ROE 0.08 )0.06( 0.01 )0.05( )0.07( 0.01 )0.04( 0.73 0.11 0.04

X8CTA )0.08( )0.66( 0.22 0.20 0.27 )0.03( )0.13( 0.27 0.15 )0.24(

X9CTD )0.35( )0.52( )0.12( 0.05 0.12 )0.17( )0.29( )0.40( )0.29( )0.17(

X10LAR 0.08 0.10 )0.04( )0.06( )0.10( )0.02( )0.17( 0.78 )0.16( 0.25

X11GLG 1.00 0.14 )0.18( )0.28( 0.02 0.07 )0.06( 0.11 )0.17( 0.08

X12NFETC 0.14 1.00 0.06 )0.06( )0.25( 0.09 0.27 0.14 0.06 0.34

;��0NW�
Return )0.18( 0.06 1.00 0.77 )0.05( 0.19 0.11 0.05 0.08 )0.06(

;��0NW�&DS )0.28( )0.06( 0.77 1.00 )0.05( 0.04 )0.02( 0.05 0.03 )0.04(

X15RETG 0.02 )0.25( )0.05( )0.05( 1.00 )0.19( )0.42( )0.21( 0.09 )0.20(

X16REPG 0.07 0.09 0.19 0.04 )0.19( 1.00 0.17 0.00 0.04 )0.14(

X17RELG )0.06( 0.27 0.11 )0.02( )0.42( 0.17 1.00 0.07 0.33 0.31

X18RELTL 0.11 0.14 0.05 0.05 )0.21( 0.00 0.07 1.00 )0.15( 0.25

X19IRS )0.17( 0.06 0.08 0.03 0.09 0.04 0.33 )0.15( 1.00 )0.10(

X20EMPI 0.08 0.34 )0.06( )0.04( )0.20( )0.14( 0.31 0.25 )0.10( 1.00

KFSI_VEW 0.25 )0.00( 0.37 0.29 0.02 0.21 )0.06( 0.77 )0.10( )0.05(



APPENDIX 2
6CDNG����2%#�%QOOWPCNKVKGU

Initial Extraction
X01-CAR 1.000 0.837
%X02-NPLs 1.000 0.970
%X03-Net NPLs 1.000 0.969
X04-BGIG 1.000 0.803
X05-IMR 1.000 0.756
X06-ROA 1.000 0.850
X07-ROE 1.000 0.899
X08-CTA 1.000 0.850
X09-CTD 1.000 0.879
X10-LAR 1.000 0.779
X11-GLG 1.000 0.673
X12-NFETC 1.000 0.815
X13-Mkt.Return 1.000 0.852
X14-Mkt.Cap 1.000 0.869
X15-RETG 1.000 0.662
X16-REPG 1.000 0.800
X17-RELG 1.000 0.758
X18-RELTL 1.000 0.915
X19-IRS 1.000 0.730
X20-EMPI 1.000 0.720



dĂďůĞ�ϭϯ�W���ZŽƚĂƚĞĚ��ŽŵƉŽŶĞŶƚ�DĂƚƌŝǆƚ�

Component
Banks
Perfor-
mance

Leverage Cap. Mkt. Real 
Estate Loans Revenue Other

X02-NPLs% -       0.966
X03-Net NPLs% -       0.965
X18-RELTL 0.935
X07-ROE 0.890
X10-LAR 0.821
X06-ROA 0.804
X08-CTA 0.739
X01-CAR 0.738
X12-NFETC
X15-RETG
X20-EMPI
X14-Mkt.Cap 0.918
X13-Mkt.Return 0.899
X19-IRS 0.817
X17-RELG 0.710
X09-CTD -       0.747
X11-GLG 0.709
X04-BGIG 0.826
X05-IMR -       0.743
X16-REPG 0.872

�ǆƚƌĂĐƟŽŶ�DĞƚŚŽĚ͗�WƌŝŶĐŝƉĂů��ŽŵƉŽŶĞŶƚ��ŶĂůǇƐŝƐ͘� 
�ZŽƚĂƟŽŶ�DĞƚŚŽĚ͗�sĂƌŝŵĂǆ�ǁŝƚŚ�<ĂŝƐĞƌ�EŽƌŵĂůŝǌĂƟŽŶ�ĐŽŶǀĞƌŐĞĚ�ŝŶ�ϭϳ�ŝƚĞƌĂƟŽŶƐ͘



(KIWTG����2%#�5ETGG�2NQV

6CDNG����2%#�%QORQPGPV�5EQTG�%QGHƓEKGPV�/CVTKZ

Component Banks Leverage Market Real Estate Loans Revenue Other

X01-CAR -0.026 0.274 0.151 0.017 0.221 -0.072 -0.066

X02-NPLs% -0.18 0.013 -0.015 0.068 -0.046 -0.003 0.038

X03-Net NPLs% -0.182 0.022 -0.031 0.086 -0.033 -0.013 0.029

X04-BGIG -0.043 0.074 0.117 0.018 0.066 0.531 -0.094

X05-IMR -0.039 -0.03 0.11 -0.049 0.038 -0.46 -0.238

X06-ROA 0.149 0.105 -0.081 0.157 -0.052 -0.062 0.041

X07-ROE 0.169 0.068 -0.071 0.108 -0.06 -0.056 0.02

X08-CTA 0.082 0.265 0.043 0.146 -0.139 0.177 0.059

X09-CTD -0.012 -0.038 -0.039 -0.186 -0.43 -0.005 0.006

X10-LAR 0.17 -0.088 0.012 -0.144 -0.081 0.012 -0.038

X11-GLG -0.036 0.109 -0.097 -0.173 0.473 0.064 0.124

X12-NFETC -0.028 -0.217 0.08 0.003 0.334 -0.087 -0.115

X13-Mkt.Return -0.001 -0.021 0.435 -0.035 0.034 0.018 0.09

X14-Mkt.Cap 0.01 -0.041 0.461 -0.071 -0.061 0.074 -0.025

X15-RETG -0.047 0.265 -0.038 -0.023 0.178 0.12 -0.289

X16-REPG -0.025 0.023 0.035 -0.053 0.063 0.06 0.709

X17-RELG -0.006 -0.159 0.018 0.428 -0.092 0.106 0.094

X18-RELTL 0.182 -0.064 0.072 -0.035 -0.015 0.046 -0.013

X19-IRS -0.026 0.077 -0.078 0.508 -0.024 -0.005 -0.112

X20-EMPI 0.053 -0.218 0.098 0.14 0.001 0.249 -0.319

�'ZVTCEVKQP�/GVJQF��2TKPEKRCN�%QORQPGPV�#PCN[UKU�

4QVCVKQP�/GVJQF��8CTKOCZ�YKVJ�-CKUGT�0QTOCNK\CVKQP�



6CDNG����2%#�6QVCN�8CTKCPEG�'ZRNCKPGF

Component
Initial Eigenvalues Extraction Sums of Squared 

Loadings
Rotation Sums of Squared 

Loadings

Total % Of 
Variance

Cumulative 
% Total % Of 

Variance
Cumulative 

% Total % Of 
Variance

Cumulative 
%

1 5.41 27.07 27.07 5.41 27.07 27.07 5.30 26.51 26.51

2 3.06 15.29 42.35 3.06 15.29 42.35 2.72 13.58 40.09

3 2.34 11.68 54.04 2.34 11.68 54.04 2.10 10.52 50.62

4 1.67 8.37 62.41 1.67 8.37 62.41 1.71 8.56 59.17

5 1.43 7.15 69.55 1.43 7.15 69.55 1.66 8.32 67.49

6 1.31 6.53 76.08 1.31 6.53 76.08 1.64 8.20 75.69

7 1.17 5.84 81.92 1.17 5.84 81.92 1.25 6.23 81.92

6CDNG����2%#�%QORQPGPV�6TCPUHQTOCVKQP�/CVTKZ

Component Banks Leverage Capital Market Real Estate Loans Revenue Other

Banks 0.98 0.02 0.00 0.05 0.16 -         0.04 0.03

Leverage 0.01 0.84 0.42 0.06 -         0.23 -         0.25 -         0.02

Market - 0.08 -         0.35 0.56 0.56 0.26 -         0.36 0.22

Real Estate 0.11 -         0.33 0.65 -         0.47 -         0.40 0.24 -         0.10

Loans - 0.07 0.23 0.26 0.09 0.55 0.75 0.04

Revenue 0.08 -         0.03 -         0.11 0.58 -         0.63 0.43 0.24

Other 0.02 -         0.06 0.04 0.34 -         0.02 0.04 -         0.94




